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ADMINISTRATIVE EXPENSES 


Amounts available for administrative expenses 


1954 actual | 1955estimate | 1956 estimate 





Limitation or estimate...............-..------ Eh Saks ts: | $1,116, 000 | $1, 125, 000 $1, 500, 000 














Reimbursements from other accounts: 
Export-Import Bank for the ‘‘Liquidation of certain j 

RE Gs ee ON cc P 8 Bea res de ed é 1, 000 1, 000 
Other meee. ne he og a 26, 743 | 24, 100° | 15, 200 
on available for obligation. ........-- Se 1, 142, 743 . 150, 100° 1, 516, 200 

Unobli oe balance not available for subsequent | ages UE Beal G tb caeht is Van’ opines 
Administrative expenses incurred...................--- 1, 081, 903 7 150, 100 | “— 516, 200 

Administrative expenses by activities 
: " . . | oo 

Description | 1954 actual | 1955 estimate | 1956 estimate 
\dministration ‘ nai bee eR tiene Ne ese o “a , $1, 055, 160 $1, 125, 000 $1, 500, 000 
Services performed for other accounts. -...............-..-- 26, 743 25, 100 16, 200 
nistrative expenses incurred...............-.-- | 1, 081, 903 1, 150, 100 1, 516, 200 
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Accrued administrative expenditures by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Total number of permanent positions__________- 141 152 | 
Full-time equivalent of all other positions a$- go d8SEe-8 1 j 
Average number of all employees_____...-____-____.__________- 131 | 139. 3 | 
Number of employees at end of year. _- 133 144 | 


Average salaries and grades: 
General schedule grades: | 
Average salary 7 $6, $6, 43 $6, 208 
Average grade See eet ie tata an S-8.8 | 18-8.8 | GS-8.8 


Personal services: 
Permanent positions__--__-_____- aes $1, 165, 700 
Positions other than permanent ; 

Regular pay in excess of 52-week base________________- 

Payment above basic rates....................._.--.. 961 | 
Excess of annual leave earned over leave taken_-_--- 1, 301 
Other payments for personal services cEte.. 


ro 859, 209 | 949, 450 | 

Travel __- 42, 283 | 55, 000 
eee See 461 1, 300 
Communication services. ------- nahin , | 11, 646 12, 900 
ee Oe OE ae iemaninw a unica e oc 103, 550 | 99, 100 
Printing and reproduction -_-_-.------- i nahn iailatons 7, 365 6, 900 
Other contractual services - _ __-- : . 9, 034 | 7, 700 
Services performed by other agencies__-__--- cae etet eke 39, 991 | 9, 150 | 
Supplies and materials___--------- Sea 8, 106 | 8, 200 
ES NE oe ccc cencnn teconencabassigaineeinwel 258 | 400 | 





Total accrued expenditures. _........--.---_---- Pantwaiae 1, 081, 903 | 1, 150, 100 





Mr. PassmMan. The committee will come to order. 

We will consider the request of the Export-Import Bank. 

The total request for fiscal 1956 is for $1,500,000 for administrative 
expenses. This includes $300,000 contained in House Document 
No. 150. The limitation for the current year is $1,125,000, including 
the supplemental appropriation. 

General Edgerton, we are happy to have you with us this morning. 

Have you a general statement you would like to make? 


GENERAL STATEMENT 


General Epcrerron. I have a prepared statement which, if it please 
the committee, 1 would be pleased to read. 

Mr. PassMAN. You may proceed, General. 

General Eparerton. The bank’s request for an allowance of 
$1,500,000 for administrative expenses for fiscal year 1956 embodies 
the amount included in the original budget submission for $1,200,000, 
as well as an amended budget for $300,000 additional. Testimony 
before your committee a few months ago related in some detail the 
effects of Public Law 570 on the bank’s operations and supported the 
supplemental budget request for fiscal 1955. That supplemental 
request was approved for $55,000, increasing the limitation for the 
current year from $1,070,000 to $1,125,000. 

The funds for administrative expenses are derived from the bank’s 
earnings (net earnings estimated at $59.5 million for 1956) and do not 
require an appropriation from the general funds of the United States 
Treasury, although of course they do affect the net budget expenditures 
of the Government. 

Because of the rapid increase in the number of inquiries and appli- 
cations for credits from United States exporters and from governments 
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and nationals of friendly foreign countries, and the resulting increase in 
credits for consideration by the Board of Directors of the bank, with 
the corollary of substantial overtime work performed by the staff and 
an inordinate backlog of applications awaiting processing, it has 
become apparent that previous estimates were too conservative and 
that the authorization for administrative expense in 1956 will have to 
be considerably larger than that estimated 6 months ago. 

A special work-measurement and work-status survey of the various 
divisions of the bank has been completed. The study of our operations 
and our experience during the past 3 months show that an additional 
allowance of $300,000 will be required for administrative expense. The 
President of the United States has therefore recommended an amend- 
ment to our 1956 budget to provide for the increase to $1,500,000. 

From 1939 until the end of the Korean war the United States 
exporter enjoyed a seller’s market. Throughout the war, European 
and Japanese firms were not engaged to any appreciable extent in the 
manufacture of items for export. Nor did they offer any real competi- 
tion during the postwar reconstruction era. In addition, funds for 
purchases of United States products were available as a result of lend- 
lease, UNRRA, the European recovery programs, and foreign loans 
from public funds. Although a few transactions continued to be 
brought to the Export-Import Bank by exporters in situations in 
which the nature of the project required longer terms than were obtain- 
able from private sources, the majority of the applications made to the 
bank during that period came from the foreign buyer, either private or 
governmental. 

During the years 1939 to 1945, the bank was active in providing 
assistance, particularly in Latin America, to enable the recipient 
countries to maintain their economies and to develop their resources 
in support of the common defense and war effort. Immediately fol- 
lowing the war, the bank extended large loans to governments for 
reconstruction purposes. Within the last 2 years the situation in the 
foreign trade field has changed from a seller’s market to a buyer’s 
market. Manufacturers of other countries, principally the countries 
of Western Europe and Japan, are now offering extended terms of 
payment to potential foreign customers. In many instances they are 
able to do this only because of financial assistance from their own govern- 
ments in the form of export credit insurance. Accordingly, United 
States exporters are finding it necessary to offer comparable credit 
terms. Since intermediate and long term credit is not regularly avail- 
able from private sources in this country, United States exporters are 
finding it increasingly necessary to seek the assistance of the Export- 
Import Bank. Of course, in comparison with the development and 
reconstruction loans the individual requests from exporters are for 
much smaller amounts. But it is clear that the handling of a great 
many relatively small requests imposes on the staff of the bank a much 
heavier workload than that of processing a few large loans. Even 
though many of the requests are rejected, most of them require careful 
study before action can be taken confidently. It is apparent that the 
number of cases to be considered by the bank next year will be much 
— than in any year in the past. Furthermore, the staff of the 

ank must continue to carry on the many duties incident to the dis- 
bursement, supervision, and collection of more than $3 billion of loans 
previously authorized and currently outstanding. 
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The Board of the bank is hopeful than an increasing number of 
loans may be handled through the facilities of commercial banks and 
that the funds of those banks will be advanced for the purpose of the 
loans, under the guaranty of the Export-Import Bank. Except for 
those possibilities it would be necessary to add many more employees 
to the staff of the Export-Import Bank than are now contemplated by 
the budget estimates for the fiscal year 1956. 

To facilitate the sale of productive equipment of United States origin 
in foreign markets the bank has recently established new procedures 
whereby exporter credit lines may be authorized in favor of United 
States exporters. These exporter credit lines will finance a substantial 
portion of the business of a particular exporter of capital equipment. 
The exporter will be required to furnish supporting data with respect 
to his export business including credit and other information on his 
customers abroad. When the type of goods to be exported, the dollar 
exchange status of the importing country and the frequency of repeti- 
tive sales to the same customer abroad justify such action, individual 
transactions under a revolving line of credit may be financed without 
prior approval by the bank of every such transaction. 

In addition to the loans to finance specific transactions on behalf 
of United States exporters, the bank will continue to receive requests 
for loans to finance the cost of United States materials, equipment and 
services required in important projects of economic development 
abroad. The bank will also continue to consider applications and 
make loans in cases in which important interests of the United States 
Government so dictate. It is also likely that the bank will be called 
upon from time to time, as in the past, to assist in financing through 
lines of credit to foreign banks the export of cotton, wheat, and other 
surplus agricultural products. 

Loan disbursements in 1956 have been estimated at approximately 
$482 million, which is $58 million more than the $424 million estimated 
for fiscal 1955. - Loan repayments plus interest paid by borrowers in 
fiscal 1956 are estimated at $535.6 million. We estimate that the 
bank will show a net budgetary credit in each of the fiscal years 1955 
and 1956. Our latest estimates indicate that the amount of budgetary 
credits will be $65 million in 1955 fiscal year and $50 million in the 1956 
fiscal year. Guaranteed loan disbursements by commercial banks of 
$121 million in the current fiscal year and $177 million in 1956 con- 
tribute to this self-financing feature of the bank’s operation. During 
the 5 months ending May 31, 1955, the bank has authorized $313 
million in credits of which $106 million are allocated to 69 exporter 
credit lines ranging in amounts from $45,000 to $10 million. 


PERSONNEL REQUIREMENTS 


It was brought out by the work measurement survey that: (1) the 
annual equivalent of about 9 man-years of overtime work is being 
currently performed by the bank; (2) the elimination of the backlog 
of accumulated applications and related work would require over 4 
man-years of employment; and (3) the travel to inspect projects and 
investigate applications which has been postponed amounts to 7 man- 
years. In addition to the new positions necessary to take care of 
overtime and backlog of work and travel, the increased activity of 
the bank as now foreseen will require the filling of 30 technical, cler- 
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ical, and stenographic positions. We estimate that a total staff of 
202 will be required in 1956, requiring the addition of 50 positions to 
the 152 originally recommended last September. Because of prob- 
able delays in hiring, the addition of these 50 positions will add 39 
man-years of employment during the fiscal year. 


WORKLOAD DATA 


Applications for credits have shown a rapid rise in the last 6 months, 
both for exporter credit lines and other types of credits. There is a 
backlog of 195 applications, of which about one-third are for exporter 
credit lines. In addition to the work directly on applications, per- 
sonnel is required for administrative services and recordkeeping. In 
this request the staff for these purposes has been held to the same 
proportion of the total staff as in the past. 


EXPORTER CREDIT LINES 


It is estimated that the bank will have approved 100 lines of credit 
to individual suppliers of capital goods by the end of the current fiscal 
year and another 100 by the end of fiscal year 1956. We anticipate 
at least 2 transactions a month for each line of credit, or a total of 
200 applications a month for approval of specific transactions. 

A calculation of the man-hours of work performed by the technical 
staff indicates an average of 40 hours to establish an original line of 
credit and 13% hours to consummate a transaction under a line. 
Including leave and time spent on rejected applications, this would 
require about 19 man-years for exporter credit lines. 


OTHER EXPORT CREDITS 


In the case of the export credits of the bank which have been 
habitually authorized to assist United States manufacturers to sell 
abroad on deferred payments, other than the new individual exporter 
credit lines, it is estimated that the volume of business handled in the 
fiscal year 1956 will be, at a proportionate rate, 50 percent greater 
than in the last 3 months. Approximately 300 such applications are 
anticipated in 1956. Staff study of applications and their review 
with recommendations to the Board of Directors necessitates a great 
deal of staff work in each instance, whether an application for a 
credit is declined or granted. 


PROJECT CREDITS 


It is estimated that about 50 project applications will be received 
by the bank during fiscal year 1956. ‘These applications are for 
credits authorized by the bank for development projects abroad 
which further the long-run as well as the immediate foreign trade of 
the United States. Such applications as a rule are accompanied by 
voluminous engineering and economic data, justifications and related 
papers, which have to i studied and reviewed by the technical staffs 


of the committees to which the applications are assigned. Each of 
these applications takes on an average about 50 man-days of work 
to process, or a total of about 12 man-years for the 50 applications 
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expected. Disbursements under each credit are usually made in 
installments and require a considerable amount of staff time to assure 
that stipulated conditions have been progressively met. 


OTHER TYPES OF CREDITS 


In the case of the other types of credits authorized by the bank, it 
is estimated that the bank will receive about 6 applications for credits 
for the purchase by other countries of staple agricultural commodities 
in surplus supply in the United States, such as cotton, wheat, and 
tobacco; 12 applications for credits for the development and expansion 
of foreign sources of strategic metals for the defense stockpile or for 
use by United States industry in general; and 10 applications for 
emergency credits to meet the dollar-exchange requirements of a 
friendly nation or to assist in the financing of the procurement of 
military materiel under the mutual security program. 


BREAKDOWN BY OBJECTS 


The recommended increase of $300,000 in the main represents the 
cost of additional personnel. Specifically provided are 13 loan exam- 
iners, 5 economists, 3 engineers, 1 counsel, 1 business analyst, 1 assist- 
ant to the Secretary of the bank, 1 administrative analyst and 1 
accountant. This totals 26 technicians, whose salaries together with 
those of 24 clerical and secretarial employees, after deducting estimated 
lapses for 11 positions totaling $71,360, will amount to $206,700. 
$5,000 is also provided for the employment of technical consultants. 
The amount of $25,800 is provided for the accrued expense of excess 
annual leave earned over leave taken, and $1,000 for regular pay in 
excess of the 52-week base, making the overall total of $238,500 for 
personal services. 

An additional amount of $61,500 is requested for other objects of 
expense; namely, $20,000 for travel by the bank’s staff and members 
of the advisory committee; $20,500 for rent which will provide 7,200 
square feet of additional office space; $11,800 for other contractual 
services, mostly for services performed by other United States Govern- 
ment agencies, including security investigations, repairs and altera- 
tions, and employees’ insurance contributions; $1,000 for printing and 
reproduction; and $8,200 for other increases related to the addition of 
new personnel, consisting of $4,100 for communication services, $3,100 
for supplies and materials and $1,000 for transportation of things cover- 
ing the cost of moving of furniture and equipment within bank prem- 
ises by the General Services Administration. 


TRAVEL 


In regard to the travel budget, the estimate results from a computa- 
tion of man-days involved in the foreign and domestic trips required. 
The total travel cost for the bank’s staff in 1956 amounts to $88,500, 
including 85 foreign and 78 domestic man-trips, representing 1,730 
man-days of travel. The loans for new types of credits and in new 
countries make travel more necessary for the efficient conduct of busi- 
ness. The relationship of travel expenses to personnel expenses first 
recommended for 1956 has been maintained in the amendment. This 
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is exclusive of 36 domestic trips estimated for the advisory committee 
costing $6,500. 
GENERAL CONCLUSION 


Based on the results of the recent special review of the bank’s 
present and contemplated lending operations, the revised request for a 
total limitation of $1,500,000, which includes the additional amount of 
$300,000, is regarded as the minimum required to carry out effectively 
its program and the purposes of the Congress. 

Mr. Chairman, that completes my prepared statement. 

I have one observation I would like to make to the committee. 

We have set up here as far as possible our estimates on a good 
arithmetical basis. We made these studies for the purpose of telling 
as closely as we could what our costs are likely to be. We have to 
concede that we do not know what the future has in store for us. 

We know there will be great expansion in our business. It is diffi- 
cult to estimate what will be required, and I want to assure the com- 
mittee that whatever limitation is included in our congressional 
authorization, it will be the obligation of the Board not to use any 
more than is required for the business as it develops. 


AVERAGE DAILY PROFIT 


While our business is not measured by the actual profit, I would 
point out that our profits run about $164,000 a day, our administra- 
tive expenses run at about $4,000 a day, and, I think it is logical to 
say, if through lack of personnel or facilities business of the bank 
were delayed 1 day, that loss would be $160,000 on the average. 

Mr. Passman. Thank you, General Edgerton. 


ADDITIONAL POSITIONS REQUESTED 


How many additional personnel are requested over the present 
number? 

General EpGrerton. 50. 

Mr. PassMAN. You had 139 permanent positions at the beginning 
of fiscal year 1955? 

General Epcerton. That is right. 

Mr. Passman. Your request is for 202 at this time? 

General EnGerton. Yes, sir. 


WORKLOAD DATA 


Mr. PassmMan. What is the increase in the workload anticipated for 
fiscal 1956 compared to fiscal 1955? I want the number of applica- 
tions received and processed. 

General Epcrerton. The figures given in the statement I just read 
give it. I have some figures here which will give you a measure. 

In 1952 we referred 51 applications to the staff, in 1953, 62 applica- 
tions, in 1954, 241, and in 1955 to date we have already referred 175, 
and we estimate over 400. 

Mr. Passman. Over 400 for fiscal 1956? 

General Epcrerton. Yes. So as compared to 1954, for instance, it 
will be about double. I am referring to calendar years rather than 
fiscal. 

I suppose it will be fair to assume that 1956 will not be as great an 
increase over 1955 as 1955 is over 1954; so, making my estimate quickly 
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here, I would say that our increase will be, in 1956 and 1955, perhaps 
40 percent. 

Mr. PassMAN. Percentagewise the request would be approximately 
a 50-percent increase in personnel; would it not? 

General Epcrerton. Actually in authorized personnel I think the 
request is 33% percent. 

Mr. Passman. You had 139, and you are requesting 202 at the 
beginning of the fiscal year 1956. 

General Epcerton. With the supplemental allowance for this year, 
we have 152 authorized positions. 

Mr. Passman. In your justifications, you list 139. You had an 
estimate in 1956 of 152. That was the original estimate; was it not? 

General Epcerton. The original estimate? 

Mr. PassMaANn. You are giving figures on the revised estimate; 
are you not? 

General Epcrrrton. Yes, sir. 

As Mr. Sherwood points out to me, in our revised figures we have 
139 net after lapses as compared to 183 net after lapses, and if we 
use the gross figures, which I was using, they are 152 and 202. 

Mr. PassMan. You may want to refer to this table, General, the 
table on which we are basing our questions. It is on page 33 of the 
justifications. 

General Epcrrron. I think this is the original figure, so it doesn’t 
take into account the $300,000 we are asking for in 1956 based on 
the new figures resulting from the work survey to which I referred 
in the prepared statement. 


BUDGET JUSTIFICATION DATA 


Mr. Passman. We will insert in the record at this point exhibits 
A, B, and C of the justifications. 
(The documents referred to are as follows: ) 


Exurpit A 
Schedule on supplemental appropriations and revised estimates 


. Present appropriation or estimate $1, 200, 000 
. Additional amounts available 16, 200 


a a, PONE INNS. 5c oc cn bade 1, 216, 200 
9. Estimated amendment required 300, 000 
. Estimated supplemental included in latest budget 
. Date needed: 
For obligation, July 1, 1955. 
For expenditure, July 1, 1955. 
. Estimated expenditures from amendment: 
In current fiscal year 
In next fiscal year 
After next fiscal year 


. Actual obligations last 3 months: 
January 
February 
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Exuisit B 
PERSONAL SERVICES 


Positions provided in amended budget 


























+ An- | Number 
Division Title om Grade nual | of posi- 1 
rate tions # 
| 
Accounts. ........-- Be ee LE 1 | GS-9____| $5, 060 
DOE GEE on cccceconcnenwcsens 2 | GS-7....| 8,410 
aL Res Spiced nmikis hitnthnncthtamcnnsiieh cme 2} GS-5....| 6,820 
5 | $20, 290 
Administrative... Administrative analyst_...........-- 1 | GS-13...| 8,360 
iy. |, RRS cet 1 | GS-7....| 4,205 
Tc dhtbancscckbuddiancaue 1 | GS-6....] 3,795 
Secretary (stenographer) --.....--..- 1 | GS-5....| 3,410 
Duplicating machine operator --_-.-.- 1 | GS-3....| 2,950 
INE. od caddduvesedabbaveounstu 2 | GS-1....} 5,000 
DI in cniindak cecuctiacamernnaie 1 | GS-1....} 2,500 
8 | 30, 220 
Economic_.......--- TE, 6. oi oS eat csv 1 | GS-13...) 8,360 
ce Binds cnceckascnursctblecsaysie 2 | GS-12___| 14, 080 
— Diadexiaktewetaninind bees tae 2 | GS-11...] 11, 880 
Secretarial assistant. ...............- 3 | GS-6..._]} 11, 385 
8} 45,705 
Engineering... --- I iin bccn nrrchin Bens atk 1 | GS-14...) 9,600 
ca nacvcwcdbes ceccswedttdcewacscwns 1 | GS-13_..| 8, 360 
ada cers 1 | GS-12___| 7,040 
Secretarial assistant ---......-..---- 1 | GS-6..--| 3,795 
4| 28,795 
Examining.......-- at a a ide 5 | GS-14___} 48,000 
Shp SE ere) reas 2 | GS-13...| 16,720 
Lani i ci athletes 3 | GS-12_..| 21, 120 
pe NS ae 3 | GS-9___-| 15, 180 
Secretary (stenography)-..-.------- 8 | GS-5..-.-| 27,280 
—_——_— 21 | 128,300 
DE caacinucauen’ 2 SESE Oe aoe, ae 1 | GS-11...| 5,940 
—— 1 5, 940 
Private capital------ | Business analyst- -.-..--------------- 1 | GS-13_..| 8, 360 
— 1 8, 360 
Secretery..........- Assistant to secretary --.---.--------- 1 | GS-12_..| 7,040 
Secretary (stenography)-..-.--.----- 1 | GS-5_..-| 3,410 
—_— 2| 10,450 
ated. os Ge oe Bie d sean kec because a tageea ek es 50 | 278, 060 
Deduct lapses...---- De cd se ON EAE re Wa paceuescsubdewastdmaacoee Pe amet el aa 11 71, 360 
Be sasusnee | Sickar a aed Aenea Geach a iarticee aon alae aed ledeatee aaa ila Ripe ae al ain barn 39 206, 700 
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Exursit C 


Administrative expense budgets by objects 


| Estimated 


| Actual, 1954 1955 | | | 
fiscal year | 1955 | fiscal | 1955 fiscal | 1956 fiscal | Increase 
year supple- year total year | decrease 


mental | 


Personal services. ._- $859, 209) $908, 800) $40, 650 $949,450, $1, 228, 800| $279, 350 

Travel... £3 42,283, 47,000, 8,000 55, 000) 95,000! 40,000 

Transportation of things 461 1, 000 300 1, 300} 2, 000) 700 

Communication services 11, 646 12, 500 400 12, 900 17, 500) 4, 600 

Rents and utility services___--.| 103,550; 97,900 1,200 99, 100 125,000; 25, 900 

Printing and réproduction..- 7, 365 6, 500 400 6, 900 8, 500) 1, 600 

Other contractual services - - -- 9, 034 7, 000 700 7, 700 8, 000) 300 
Services performed by | 

other agencies | 39, 991) 6,200 2, 950 9, 150 19, 000} 9, 850 

08 Supplies and materials 8, 106 7, 800 400 8, 200 12, 000} 3, 800 
15 Taxes and.assessments -_- 258) 400 400 400) 


Total accrued expenses 1, 081, 903)1,095, 100; 55, 000 1, 150, 100 1, 516, 200; 366, 100 


Less reimbursements from other | 
accounts i 26,743) 25, 100 ; 25, 100} 16,200} —8, 900 


| 
1,500,000! 375,000 


Net administrative ex- | 
penses _ - 1, 055, 160/1,070, 000! 55, 000 1, 125, 000) 


Number of employees (net after | | 
lapses) 131 134.8 4.5 139. 3 183 
Loans outstanding... 2, 761, 835, 411) __. $2, 867, 303, 184,$2, 901, 890, 603 
Percent of administrative c- | j 
penses to loans “a | 0. 04; __- ee 0. 04 0. 05 
Gross income _- so $86, 603, 504 $88, 200, 000 $88, 500, 000 
Percent of administrative | | | | 
penses to gross income_.-.-- | i 23)... 1. 28 1.69). _. 
| 


Data on personal services 





mee . Estimate, | Estimate 
Actual, 1954 1955 1956 





Total number of permanent sitions - : 141 


Full-time equivalent of all other positions....._.._---- eatbovokeen 
Average number of all employees. ; ? 131 
Number of employees at end of year - aoe : 133 


Average salaries and grades: 
General schedule grades: 
a oka Gh teeeennaent $6, 4 $6, 424 
Average grade 


WORKLOAD DATA 


Mr. PassMAN. General, will you insert in the record at this point 
the workload data proposed for fiscal 1956, and give us a table covering 
the previous 5 years for comparative purposes? 

General Epcrerton. Yes, sir. 

(The information requested is as follows:) 
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Workload measurements—Fiscal 1951 to May 31, 1955, relating to loans and appli- 
calions—1956 estimate 


LOANS 


[In thousands] 






































! | 
nil | AMloeations| | — ‘ 
| | Number | under : av. | Balance o 
Fiscal year emer — aa | of allo- previous — pe A | loans out- 
, , cations | authorized | | standing 
| credits | 
iaiaadioe epee ielnekiniata ais ———__| a 
 Srhscescdbdeensl 22 | $395, 280 14} $108, 103 | $226, 602 | $138,286 | $2,314, 601 
aiekanAbttadinaces 31 550, 896 14 100, 050 243, 479 | 169, 175 2, 388, 905 
Dah endusuaiceacec’ | 24 | 570, 973 11 | 54, 771 | 515, 932 357, 825 2, 547, 018 
1954 paxgeassessat 25 250, 424 | 17| 27,987] 565,172 350,348 | 2, 761, 835 
ici ccccusuncen 1126 | 1606, 543 | 125 | 128,314 | 1260,214 | | 263, 710 | 1 2, 758, 339 
OE. ccecacdes Lnchewsccal ayaa eee Leena 319, 225 1, 811, 399 | 1, 279, 344 i. 
| + 
1 To May 31, 1955. 
APPLICATIONS 
Number of applications referred to staff for consideration 
| | | wena 
1950 | 1951 | 1952 | 1953 1954 it ies ey 
steal aaa ils i sp caine ecaeeanoess beanie earaniscincesie 
| | | 
a EE ee | 2 | 3 | 1 | 4 | 3 Disa cctck we 
PE ae acs antencccacnnd 2 | 1 1 9 12 23 | 
pt a Sendeneerverne 1 | 7 1 | 3 7 36 | 
ME ranhncinsucndsstadaamcoladadanie 1 5 | 10 | 3 | 38 |--.----.--.- 
Rat shina ki diinkpiiniodienen 4 | 3 | 8 | 3 13 Bi iinclinceniine 
(May 31, subtotal) _-._..-.-_- (9) | (15) | (16) | (29) | (38) 1 (175) |- ? 
Pp rgvenceKntesarsun fae 1 | 6 | 8 4 | 18 |. Siteiacmnasene 
RS nee eee | ore 3 | 5 | 23 | |-- pace 
PUNE ooo caxceacenotbatdnasalacacnes: -| 4 | 6 | 3 | MEN tae eee eens 
OS SS ERE 5 2 | 1 | 5 | Bi sngloneni emake 
SE viticpewsnnsiimasvietes 2 6 | 2 | 8 TE heseowey vs 
PRN spa cancumen acannon 5 5 | 8 4 BO daknnnees Drege 
TINE ce knsstngdesosinncs 2 4 | 7 4 51 | 
| 62 


43 
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os 
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241 | * 420 | 8 478 








1 Being over 8 times the previous 5-year average. 

2 Projected total based on 5-month average, being 175 percent of 1954 and 5 times the previous 5-year 
average. 

3 1956 estimated applications: Exporter credit lines, 100; export credit applications, 300; project applica- 
tions, 50; agricultural commodities, 6; strategic metals, 12; emergency credits, 10; total, 478. 


RELATIONSHIP WITH THE MUTUAL-SECURITY PROGRAM 


Mr. Passman. What relationship do you have with the mutual- 
security program? 

General Epcrertron. We execute, as a banking agent, the loans that 
are made and the guaranties that are made under the Mutual Security 
Act. 

We also maintain rather close liaison in an effort to coordinate our 
work with that of the Foreign Operations Administration; but actual 
operations under the mutual-security program are limited to such 
assistance as we can give in the conduct of our business devoted to the 
objectives of our act, or the service that we render at the request and 
for the purpose of the Foreign Operations Administration on a reim- 
bursable basis. 

Mr. Passman. Has the abolishing of the RFC increased your appli- 
cations for loans abroad? 
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General Epcrerton. No, sir, I think not. We in a way are the 
foreign counterpart of the RFC, and the suspension of its activities in 
domestic operations had indirect effects of relatively slight magnitude 
on our operation. 

DELINQUENT LOANS 


Mr. Passman. If I recall correctly, General, last year you inserted 
a table showing the operation of the Export-Import B 
to losses percentagewise. 

Will you make that available for the record? 

General Epcrerton. Yes, sir. 

(The information requested is as follows:) 


ank with respect 
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NUMBER OF FOREIGN COUNTRIES WITH LOANS OUTSTANDING 


Mr. Passman. Do you have a record of the number of foreign 
countries that you have loans with at this time? 

General Epgrrron. Yes, sir. They are 49. 

Mr. PassMan. Forty- nine separate foreign countries with whom 
you have outstanding loans? 

General Epcerton. Either to the country or in the country. 

Mr. PassMAN. Has that increased very much since the end of 
World War II? 

General Epcrerton. No, the number is about the same. A good 
many of them have more than one loan, so as loans are repaid the 
country doesn’t disappear from the list. 

Mr. Passman. But there are 49 where you have loans outstanding 
at this time? 

General Eparerton. Yes, sir. 


LOAN TO YUGOSLAVIA 


Mr. PassmMan. Have you a loan with Yugoslavia? 

General Eparerton. Yes, sir. 

Mr. PassmMan. Do you remember when the loan was made and the 
amount of it? 

General Eparerton. $55 million loan made in August of 1950. It 
was entirely disbursed. Two and a half million dollars has been 
repaid on the prince ipal, $52,500,000 is still outstanding, and $7,895,000 
has been collected in interest. 

Mr. PassMan. Is the loan up to date? 

General EpGrerton. Yes. 

Mr. Passman. Is any part delinquent? 

General Epcrerton. No. 

Mr. PassmMan. Are the payments being made directly or are they 
being paid through the Mutual Security Agency? 

General Epgerron. Directly. I am not able to say how much 
benefit the country may be receiving from the mutual security pro- 
gram which makes it possible to pay. 


LOANS TO PURCHASE AMERICAN COTTON 


Mr. PassMAN. You mentioned in your general statement on loans 
on exports of cotton and wheat. Do you recall how many loans you 
have outstanding at this time for the sole purpose of purchasing 
cotton? 

General Epcerton. Mr. Anderson, do you have figures on that? 

Mr. AnpERSON. Yes. 

General Epcrerton. I think the only ones outstanding are Japan, 
Spain, and Austria. 

We have in times gone by financed cotton in the countries just 
named, and in addition Colombia, France, Germany, Czechosolvakia, 
Italy, Poland, Finland, China, several loans to those countries, 
amounting to a total of $600 million. 

Mr. Passman. Do you recall the last loan made to Japan and the 
date on which it was made? 
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General EpGrerton. It was July 22, 1954, for $60 million, of which 
about $54 million has been disbursed. They buy this cotton over a 
year’s program. ‘This was short-term. 

Mr. PassmMan. In making loans to foreign countries for a specific 
purpose, such as the purchase of cotton, once the loan is made do you 
have control over it if they should decide, rather than purchase cotton 
from the United States, to purchase from some other cotton-producing 
country? 

General Epcerton. Yes. They cannot use our money to pay for 
products of another country. We reimburse them only for moneys 
spent here. 

Mr. PassmMan. According to your records there are only three out- 
standing loans at this time made specifically for the purpose of pur- 
chasing American cotton? 

General Epcrerton. Yes, outstanding cotton loans in only these 
countries. 

Mr. PassMANn. How does that compare to previous years? 

General Epcrrton. I think it is a little more than recent years but 
not as much as in some years back. 

Mr. PassMAN. Speaking of the number of countries, there are only 
three countries with which you have loans made specifically to pur- 
chase cotton? 

General Epcrerton. I would say, subject to my correcting the 
record if I am in error, that it is about normal in the number of 
countries outstanding at one time. 

Mr. PassMan. In the past you made loans to France for the pur- 
pose of purchasing cotton? 

General Epcrerron. That is right. 

Mr. Passman. You have no application from them for that pur- 
pose now? 

General Epcrerton. That is right. 

Mr. Passman. Would you insert in the record the bank’s history 
on the number of countries you have made loans to for the purchase 
of cotton during the past 5 years? 

General EpGrerton. Yes, sir. 

(The information requested is as follows:) 


63859—55 2 
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Cotton credits extended by Export-Import Bank, fiscal year 1951 to May 31, 1956, 
inclusive 


, Number | Estimated 
Date Amount Disburse- of bales | bales to be 


authorized allocated ments financed | financed 


COUNTRY 


Authorized in fiscal year 1951: | 
OO ois. tntnnesnnewe 7 - 11,1951 | $12,977,100 | $12,977, 100 52, 370 
12,977,100 | 12,977,100 52, 370 


Authorized in fiscal year 1952: | 
Germany, Western Sept. 2, 50, 000, 000 49, 439, 829 
i Nov. i , 000, 000 | 8, 448, 052 | 








Nov. 15, 19% . ‘ | $39, 900, 132 
| Jan. . P 11, 964, 751 
| Apr. 4,198 5, 000, 5, 213, 954 
| May 27, 026, 150 | 146, 591 


| 141, 992, 868 | 656, 110 








Authorized in fiscal pee 1953: 
DC cmhwiewn cheney ae... Bis 40, 000, 000 39, 950, 114 212, 680 |. 
Spain : ca ond 12, 000, 000 | 11, 689, 477 | UE Tocca sted 








Nias cen tun sone uemvmniie 52, 000, 000 | 51, 639, 591 274, 766 


Authorized in fiscal year 1954: | py Aste 
Japan | Oct. 953 | 60,000,000 | 59, 869, 224 | 820, 850 |---.---- 


©, heen 000 | 59, 869, 224 320, 850 


Authorized in fiscal hon ar 1955: 
Japan _ beeen y 22,195 60, 000, 000 | = 228, 353 284, 331 45, 669 
Roos se osc ecocee ss ee ; 6, 000, 000 | ~-=--22--|---- piv 30, 000 





Total | 66,000,000 | 54,228,353 | 284, 331 75, 669 





Total Eximbank credits ee eee 363, 977, 100 ; 320, 707, 136 | 1, 588, 427° 
Mutual Security Agency—E ‘CA 

(Spain) | Feb. 81951 | 5,000,000 | 4,999,750 | 20, 181 
| 


Bn te irda eemncsenscanccn 368, 977, 100 | 325, 706, 886 | 











1, 608, 608 


COMPARISON OF 1955 APPROPRIATION AND 1956 ESTIMATE 


Mr. Gary. General Edgerton, you have presented to the Com- 
mittee a comparative statement showing the amounts available in 
the original budget, the revised estimates, and then the difference 
between the two 

I do not see any comparative statement between the appropriations 
for the present fiscal year and the revised estimate. 

Have you such a statement as that? 

General Epcrrton. It is part of exhibit C, Mr. Gary. 

Mr. Gary. According to this table, the 1955 appropriation was 
$1,070,000? 

General Epcrerton. That is right. 

Mr. Gary. Then there was a supplemental allowance of $55,000? 

General Epcrerton. That is right, sir. 

Mr. Gary. Which made a total of $1,125,000 for 1955? 

General Epcrrton. Yes, sir. 

Mr. Gary. You are requesting for 1956 in your original budget 
estimate and in the supplemental $1,500,000? 

General Epcrrton. That is right, sir. 

Mr. Gary. Which is an increase of $375,000 over last year. 

General Epcrertron. Over the total available for last year. 

Mr. Gary. Yes, over the total available for last year. 

General Epcerton. That is correct. 
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INCREASE IN PERSONNEL 


Mr. Gary. In personnel, at the beginning of 1955, you had a total 
number of 139 permanent positions? 

General Epcerton. With the supplemental that became the net 
after lapses. That is our net figure of average employment for the 

ear, 
. Mr. Gary. That is the total shown on page 33 of your justifications? 
General Epcrrron. Yes. 
Mr. Gary. According to page 33 your total number was 139. 
What was the 135 figure? Was that not the net after lapses rather 
than the 139? 

General Epcerton. That was in the original submission 134.8; 
that is on that same table. 

Mr. Gary. So that the 139 was your total number of permanent 
positions for 1955? 

General Epcrerton. Yes, sir in the original request for 1955. But 
following the supplemental allowance the total gross number contem- 
plated was 152 for that year. 

Mr. Gary. One hundred fifty-two is your estimate for 1956? 

General Epcertron. No. Our net after lapses is 183 in the new 
1956 estimate. 

Mr. Gary. Yes, but total estimate in the original budget for 1956 
was 152. 

General EpGrerton. You are right; yes. 

Mr. Gary. So your total number for 1955 was 139 before the 
supplemental? 

General Epcrerton. That is right. I see now the figures you are 
using. 

Mr. Gary. And you are asking now for 202 for 1956, including your 
supplemental? 

General Epcrerron. That is right. 

Mr. Gary. So that there is an increase of 63 in 1955 over the original 
1955, which is an increase of approximately 50 percent. 

Mr. SHERwoop. Over the supplemental for 1955? 

Mr. Gary. I said original. 

General Epcrerton. He is referring to the original 1955. 

Mr. Gary. In the original 1955 estimate it was 139 and the final 
estimate for 1956 is 202, so there is a difference of 63, which is approxi- 
mately a 50 percent increase. 

General Epcrrton. Pretty close to it. 


LOANS TO PURCHASE AMERICAN COTTON 


Mr. PassMAN. General, last year you said some of the nations we 
had made loans to for purchasing cotton no longer are asking for such 
loans. 

General Epcerton. That is right. 

Mr. Passman. I said then [reading]: 


I wonder what brought that about; the difference between the world price and 
domestic price of cotton? 


Your answer was: 


Yes; I think so. If they have to pay in dollars they could buy Mexican, 
Brazilian, and Egyptian cotton cheaper. 
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I wonder if that is still true? 

General Epgerton. I think it is, 

Mr. Passman. In other words, if we were not actually making loans 
to these nations they would. be buying cotton from some other country 
rather than the United States? 

General Epcerton. That is right. Iam pretty sure that is correct. 

Mr. PassMAN. Because we are not meeting the world price on 
cotton? 

General Epcrerton. Because of that, perhaps, and because dollars 
are hard to get that foreign countries who have any difficulty in the 
dollar market prefer to spend currencies other than dollars. 

Mr. PassmMaNn. In many instances the world price of cotton is much 
cheaper than the price in the United States? Is that true? 

General Epcrrton. Yes. 

Mr. Passman. And it is through the loans that they are buying 
American cotton, and without the loans in all probability we perhaps 
would not have a foreign buyer at this time? 

General Epcrertron. That is my belief; yes. 

Mr. Narcuer. General, the Export-Import Bank is quite an institu- 
tion. I believe you testified the profit is approximately $164,000 a 
day and the expense was how much? 

General Epcrerton. About $4,000 a day on the average. It is less 
than that now. 

DELINQUENT LOANS 


Mr. Natcuer. You further stated that some 49 countries borrowed 
money from the Export-Import Bank, or loans have been made within 
49 countries. 

Of the countries borrowing this money, General, are any delinquent? 

General EpGerton. Yes, sir. 

Mr. Natcuer. At this point in the record, General, to save time, I 
wonder if you would file a chart showing the countries that are de- 
linquent, the amounts of the loans, and how much the delinquency 
amounts to for each country? 

(The information referred to may be found on p. 13.) 

General Epcrerton. Off the record. 

(Discussion off the record.) 

Mr. Narcuer. In other words, all of the loans are up to date with 
the exception of Nationalist China? 

General Epcrrron. Yes, sir: they are, except for some minor 
temporary delinquencies. 

Mr. Narcuer. You have only one loan which is delinquent, and 
that is the loan to Nationalist China? 

General Epacrerton. Yes, sir. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 


RECONSTRUCTION LOANS 


Mr. Natcuer. Of the large loans made following World War II 
for reconstruction purposes, could you give information, General, 
concerning the repayment of these loans? 

What is the present condition concerning the larger loans made 
solely for reconstruction purposes? 
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General Epcerton. They are all up to date, and they are being paid 
off. They are very long-term loans, and there are now approximately 
$1.2 billion of them still outstanding, but they are all being paid 
currently, and there is no indication that, short of another world war, 
they will not be paid precisely as undertaken. 

Mr. Natrcurr. What term loans are they, General? 

General Epcerton. Well, I think they were for about 25 years, 
average. They are the longest period loans which we have. 

Mr. Natcuer. In other words, all of the larger reconstruction loans 
were granted for the maximum period of time? 

General Epcrerton. Yes; I think so. 

The French loans involved 1 for a period of 30 years, and 1 for a 
period of 20 years. They were made in 1945, and 1946, respectively. 


BUYER’S MARKET 


Mr. Narcuer. General, you made a statement to the committee 
that within the last 2 years the situation in the foreign trade field has 
changed from a seller’s market to a buyer’s market. Upon what do 
you base that opinion? 

General Epcrerton. Well, I base that upon the fact that there are 
plenty of people now who want to sell to any of the foreign buyers and 
I am referring particularly to Latin America, although the situation 
exists throughout the world. There are European suppliers, there are 
American suppliers, and Japanese suppliers, so that a customer has the 
opportunity to say: ‘Well, I am willing to place this order; what are 
your terms? I am offered such and such terms by your competitor, 
but I like your material better, and if I can get it at the same price, and 
with the same deferred payments, well, I believe I will take it. What 
can you do for me?” 

That is what I would describe as a buyer’s market. 

Mr. Natcuer. You anticipate more loans next year than were 
requested this year; is that correct? 

General Encrerton. I think so. You see, during the war years, 
our manufacturers in most all industries had all they could do at 
home. They did not really take much interest in their export trade, 
although some of them attempted to service it, so as not to lose it. 
They did export a little bit of their production, so that in different 
times they would retain their foreign markets. 

Now, however, the war production demands are not so great, and 
in many of our factories, the difference between being in the red and 
being in the black is in the export business. That is true of not near 
all of them, but many of them. 


LOANS FOR THE PURCHASE OF AMERICAN TOBACCO 


Mr. Natcuer. General, in regard to loans to be made and loans 
which have been made in the past for the purchase of surplus com- 
modities, what can you tell us in regard to tobacco? What is your 
record, as far as tobacco is concerned over the past 5 years, for in- 
stance? 

General Epcrrtron. We have not made any tobacco loans now in 
2 or 3 years. 
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Mr. Natcuer. General, would you place into the record at this 
point a short statement showing the tobacco loans which have been 
made during the past 5 years, to whom they were made, and the 
amounts? 

General Epcrrton. Yes, sir. 

(The information requested follows: ) 


Tobacco credits extended by Export-Import Bank, fiscal year 1951 to May 31, 1955, 
inclusive 


Number of 
|_ dato pounds 
| 


Date | | Disburse- 


Country authorized Amount | ments 


financed 


Authorized in fiscal year 1951: Germany, 
Western bins June 5,1952 | $10, 000, 000 $9, 989, 657 


18, 487, 308 





Mr. PassmMan. Off the record. 
(Discussion off the record.) 


INTEREST RATE ON LOANS 


Mr. Passman. General, you charge the same interest rate to all 
countries, do you not? 

General EpGerton. We apply the same principle in determining 
the interest rate for all countries. The interest rate is rather well 
established by a formula given us by the National Advisory Council; 
it depends upon the basic rate for United States Government securities 
of comparable maturity, plus an addition to cover our operating ex- 
penses, and an additional amount for contribution to a reserve to 
protect us against possible future losses, and, indeed, to pay a modest 
dividend to the Treasury on the capital stock of the bank. 

o, the actual interest rate on any loan is fixed according to this 
principle but it depends on the length of the loan, and the rate on 
Government securities at the time the loan is authorized. 

Mr. PassmMan. Then, you do negotiate an interest rate with the 
borrower? 

General Epcrerton. We do not really negotiate with them very 
much. We tell him what it is, because it is pretty well established. 

Mr. Passman. Based somewhat upon the securities which they 
have to offer? 

General Epcerton. No; based almost entirely upon this formula 
which is related to the length of the loan, how long a period of time 
of repayment is involved. 

Mr. PassMANn. I can understand the amount of interest based upon 
the length of time the loan is made for, but I cannot understand the 
rate differential. 

General Epcrrton. The rate is higher on a longer loan because 
that is true of Government securities, and the longer the loan, of 
course, the greater the element of risk that some. unfortunate cir- 
cumstances might prevent its repayment. 

Mr. PassMan. What is the lowest interest rate you have received 
on any loan up to the present time? 

General Epcerton. The lowest interest rate we have made in 
recent years has been the Japanese cotton loan at 3 percent. 
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Mr. Passman. What has been the highest interest rate charged in 
recent years? 
General Epcerton. Six percent. 


LOANS TO CENTRAL AND SOUTH AMERICAN COUNTRIES 


Mr. Passman. Are you making any loans to the Central and South 
American countries for the Inter-American Highway? 

General Epcerron. No, sir; we have not made any loans for that 
purpose in recent years. 

Mr. Gary. General, there was a lot of discussion last year about 
using the Export-Import Bank to supply some of the needs of the 
South American countries. What loans are you making in South 
America now? 

What is the situation, so far as your bank is concerned, with refer- 
ence to South American countries? 

General Epcrerton. Well, to answer that in general terms, I would 
say that we are very anxious to make loans in South America that 
will benefit the development of the countries in which the loans are 
made, and that our attitude has to vary depending upon the economic 
conditions in each country. 

In a country which has a very difficult dollar exchange position, 
we are unprepared to make loans, unless they at least offer dollar 
earnings, or dollar savings, sufficient to service the loan, to pay it 
back, as well as the interest on it, and, preferably, to make a contri- 
bution over and above that to the dollar exchange position of the 
country. 

However, in a country which has no difficulty with its dollar ex- 
change, we do not have to be so careful. We are quite willing, then, 
to finance any desirable project that is presented to us. 

Here is a statement of the total authorizations in Latin America 
of $277 million, in round numbers, in the last 11 months, and the 
disbursements were $148 million in the same period. 

Mr. Gary. Can you give us some idea as to what kind of projects 
that money is being used for? 

General Epcerton. Yes; I can. We have made loans for steel 
production, highways, purchase of equipment for the manufacture 
of cast iron pipe, loans for the purchase of motorbuses, machine tools, 
a hydraulic dredge, electric power generating equipment, general 
construction equipment, dump trucks, aircraft, textile machinery, 
for a copper mine, a lead mine, and for irrigation and agricultural 
development. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Denton. To get the record straight, General, would you make 
a statement as to about the extent of wheat loans which have been 
made to date? I do not expect you have made any on corn? 

General Epcrerton. We have not made any on corn, but we have 
one for wheat to Brazil, which is the only one I recall in the last year 
in the amount of $15 million. 


NET PROFIT OF BANK SINCE ITS INCEPTION 


Mr. Denton. What has been the overall profit of the Export- 
Import Bank since it was founded? 
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General Epcerton. Well, it is over $400 million, net. I will put the 
precise figures in the record. It was $466 million, as of December 31, 
1954. 

(The information requested is as follows:) 


Disposition of gross income, February 1934 to Dec. 31, 1954 


{In millions] 
Gross income “ye woree ME i Sit. Se sii, oes 


Operating expenses: 
Administrative _- Sa hac ca ee ts soils 
Interest to Treasury : . es are => aa? 
Losses on loans_--- - --- LiL ' baVidsos. Su5 .5 


Total eae ra she Se bi 140. 4 


Net earnings_ q : Se See ae eile sinc. “Sen” 


Treasury - - 
wee sad. 


Reserve for possible future losses _ - - - - - 
ELIGIBILITY FOR LOANS 


Mr. Denton. Before people can secure credit from the Export- 
Import Bank, do they have to show that they tried to get credit 
from private sources? 

General Epcrerton. Yes, sir; they have to make a showing, or we 
make it. We have to be assured that private capital is not avail- 
able on any reasonable terms, because that is one of the proscriptions 
in the act. So, we have a small division in the bank which devotes 
itself to the study of the private capital situation, and it gives us its 
opinion before the Board acts on whether or not private capital 
would be available. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Denton. Do you have a statement in your justification which 
shows the figures which were authorized for the current budget, and 
which then shows how much you are requesting this year? 

General Epcerton. I believe that figure is contained in schedule 
C. Yes; it is all in there. 

Off the record. 

(Discussion off the record.) 

Mr. Fernanpez. On the record. 

General, in your statement, you say that the net earnings estimated 
for 1956 are $59.5 million? 

General EpGrerton. Yes, sir. 

Mr. Fernanpez. You are asking for $1.5 million for administrative 
expenses, and I assume that is all you will use. 

What becomes of the balance of the net profits? 
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RESERVE FOR LOSSES 


General Epcrrton. After the dividend on the common stock, which 
the Board usually declares about the end of the year and which is paid 
to the Treasury for credit to miscellaneous receipts, the balance is 
transferred to the reserve for possible losses. 

The law provides that after the reserve—the establishment of an 
adequate reserve—the profits shall be paid into the Treasury as 
dividends. 

The adequacy, precisely, of the reserve, has never been determined. 
We are satisfied that it has not reached an adequate amount yet, 
because we have single loans outstanding that are larger than the 
total reserve. Obviously, we stand a chance, if one of those loans were 
not paid, that the reserve would be entirely wiped out. 


NET PROFIT OF THE BANK 


Mr. Fernanpez. For fiscal 1955, what is your estimated net profit? 

General Epcrerron. What is that, Mr. Anderson? 

Mr. Anperson. About $58 million. 

Mr. FerNANpDEZ. You expect a considerably larger amount of 
loans for fiseal 1956? 

General Epvcrerton. That is right. 

Mr. Fernanpez. And yet, the difference between the 1955 and the 
1956 net profit would be only about $4 million; is that right? 

General Epcerton. Most of the profit is made on the loans quite 
a little after they are authorized. We are dealing with authorization, 
and a period of disbursement of about a year or so. The interest, 
which is the source of our earnings, does not begin to come in immedi- 
ately when a loan is authorized. 

Mr. FernNanpeEz. How much is the reserve? 

General Epcrerron. The reserve was $360 million as of December 
31, 1954, being $384.1 million as of May 31, 1955. 

Mr. Fernanpez. At the present time? 

General EpGerton. Yes, sir. 

Mr. FrernanpeEz. I thought you said you had only made about 
$400 million total net profit since the beginning. 

General Epcerton. Well, I probably was a little low. We have 
paid $85 million in dividends to the United States Treasury. I was 
low on the total net profits. 

Mr. Frernanpez. Eighty-five million dollars has been paid in divi- 
dends? Since the Bank was established? 

General Epgrerton. Yes, sir. In addition $21 million was paid to 
the RFC as a dividend. So, it is about $466 million, instead of $420 
million. 

LOANS FOR EQUIPMENT IN LEAD MINE 


Mr. FrrNanpez. You mentioned a minute ago that you made loans 
for equipment in a lead mine. How much was that loan? 

General Eparrron. The loan was in the amount of $500,000. 

Mr. Frernanpez. How much interest are you charging on that loan, 
and for how long a term was it made? 

General Epgrrton. The interest is at the rate of 6 percent, and 
the loan was made for 3 years. 
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Mr. Frernanpez. Have you made any loans to zinc mines in South 
America, or anywhere else? 

General Epcerton. No, sir. Not recently. 

Mr. FerNanpeEz. You know, of course, that nearly all the zinc and 
lead mines are being closed in the United States? 

General Epcerton. Yes; we know. This was a very special cir- 
cumstance, under which the loan was made. 

Mr. FerNANpDEz. I would assume that it had to be very special, 
when you are loaning money for lead mines in South America, while 
at the same time ours are being closed here. 

General Epcrerton. The mine is located in Guatemala, and it was 
made shortly after the change in the regime. The mill burned down, 
but the mine was producing quite a bit of employment on the part of 
Guatemala, and they borrowed the money. 

Mr. Fernanpez. Off the record. 

(Discussion off the record.) 


INTEREST RATE PAID BY BANK TO TREASURY 


Mr. Denton. General Edgerton, do you pay any interest on the 
money which the Government has furnished to the Export-Import 
Bank? 

General Epcrerton. The capital stock is $1 billion, and the return 
on that is whatever dividends we declare. 

Mr. Denton. How much has the Government furnished to you? 

General Epcerton. $1 billion. 

Mr. Denton. They are authorized to go up to $5 billion; are they 
not? 

General Epcrerton. No, sir; the other $4 billion which we can 
borrow from the Treasury, we must pay interest on. That is bor- 
rowed as a public-debt transaction. 

Mr. Denton. You have more than $1 billion outstanding. 

General Epcerton. Yes, sir; we have outstanding $1 billion in 
capital stock and $1.3 billion in Treasury borrowings. 

Mr. Denton. What rate of interest do you pay the Government 
on the money above $1 billion? 

General Epcrrton. We pay varying rates. They are fixed from 
time to time by the Secretary of the Treasury, taking into account the 
average rate on the Government debt. 

The rate we are paying now is 2% percent. 

Mr. Forp. What was that figure? 

General Epcmrton. 2% percent. 


INTEREST RATE ON LOANS TO FOREIGN COUNTRIES 


Mr. Gary. Do I understand that your interest rate to other 
countries varies to some extent according to the cost of the loan? 

General Epcrerton. It is according to the cost to us of the money 
that we would borrow to make it; yes, sir. 

Mr. Gary. What about the cost of investigations in order to deter- 
mine whether the loan should be made? Who bears those costs? 

General Epcerton. Well, of course, we bear that, but that cost is 
also included in the interest rate on the loan. 
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Mr. Gary. That is what lam asking. Do you consider the amount 
of money which you have to pay out for your investigations in fixing 
the interest rate? 

General Epcerton. Yes; but it is small in comparison with the 
earnings of the bank. You can see with $1.5 million which we 
propose for next year we will probably make $400 million or $500 
million of loans and it is a relatively small figure. 


USE OF CONSULTANTS 


Mr. Gary. Are you still employing experts on a temporary basis 
to make investigations on these loans from time to time? 

General Epcrrton. We are proposing to do that more than we have 
done it in the past. We have not done it very much in the past, but 
with our small force, and the wide range of specialities that may be 
required, we think it is a very substantial economy to employ con- 
sultants for specific job assignments, more in the future than we have 
done in the past. 

Mr. Lannam. Are those consultants readily available? 

General Epcerton. Yes, sir; generally. However, there is one 
difficulty. The Government pays a rather low rate, and these con- 
sultants are inclined to do our work when they can. So, we have to 
have several in the same field, if possible, on our list, to call on, so we 
can get them when we need them. 

Mr. Gary. What is the compensation at this time for consultants? 
Is it $50 a day? 

General Epcrrtron. We are asking in this bill for the authority to 
pay $50. We are now paying $45, which is all you can pay without 
the special authority which most governmental agencies have, I 
believe. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


AMOUNT OF LOSS FROM OPERATIONS 


Mr. WiaeLeswortn. General, how long has the Export-Import 
Bank been functioning now? 

General EpGERTON. 21 years, sir. 

Mr. Wiaeieswortn. I think you stated that the profit over that 
total period was something like $420 million. 

General Epcerron. I stated that, but the figure was a little low. 
I think it is about $466 million. 

Mr. Wiee_eswortnH. What have we had to write off? 

How many bad Joans have we made, and what have they amounted 
to in dollars? 

General Epcrerton. We have only written off $500,000 in losses— 
$497,000, to be exact. 


COMPARISON OF 1955 APPROPRIATION AND 1956 REQUEST 


Mr. Wiaeieswortu. I am not quite clear on the picture of your 
overall request here. You had originally for fiscal 1955, as I under- 
stand it, $1,070,000, to which $55,000 was added in the supplemental 
bill; is that right? 
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General Epcrerron. That is right; yes, sir. 

Mr. WicGieswortn. So, you actually had $1,125,000 for fiscal 
1955? 

General Epcrertron. That is correct. 

Mr. WicGLeswortH. Now, you want to go to $1.5 million. 

General EpGcerton. Yes, sir. 

Mr. WicG.LeswortH. That is an increase of $430,000 as compared 
with the original amount you were given for this year, or an increase 
of $375,000 if we include the supplemental? 

Ge ad Epncerron. That is right. 


INCREASE IN PERSONNEL 


Mr. WiaeLeswortrH. Under your personnel item, as Mr. Gary 
pointed out, you had 139 originally, and the supplemental gave you 
152, and you are now requesting 202; is that right? 

General Epcerron. That is right. May I say, sir, which I did not 
bring out very well before, that we are going through a transition 
period in which the organization of the bank was changed after the 
original budget submission, even for 1956, when the reorganization of 
the bank was provided for. I think the date of the act was August 9, 
1954. We had to then readjust our sights because we had additional 
funds, and it was quite obvious from the legislative history, as well as 
the enactment itself, that the bank was expected to extend much 
greater assistance to American exporters than it had ever been doing 
in the past, and, also, there was a reflection of this change of the inter- 
national market situation, that I have already referred to. 


Mr. Wiaeiesworrs. If this request is approved, your personnel 
would increase from 139 as originally approved for fiscal 1955, by 63, 
and if we include the supplemental figure, by 50? 

General EpGrerton. Yes, sir. 


WORKLOAD DATA 


Mr. WiaeieswortH. What would you say about the workload 
figures? Can you give us a comparison as between 1954, 1955, and 
1956 as to the overall workload? 

General Epcrerron. Yes. 

There are a good many bases for different comparisons. I have 
one here which I thought was quite good, showing the number of 
applications. I have put a good deal of that in my prepared statement. 

Mr. WiaGLeswortH. Can you not give us some overall figures on 
your workload? I have, of course, followed your statement here. 

General Epgrerton. Yes, sir; I can do that. We can take the 
number of applications which really make up the principal part of 
our workload. Even after they have become credits, you have to 
consider the fact that they still contribute to the workload as long 
as they live, because we have to keep track of them, and see that the 
conditions are complied with. 


NUMBER OF APPLICATIONS FOR LOANS 


In this table before me, the number of applications in January 1952, 
was 1; January 1953, 4; January 1954, 3; January 1955, 39; February 
for the same year, 1; and then 9, 12, ‘and 2 3; March 1, 3, 7 and 36; 
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April 5, 10, 8, and 38; May 8, 3, 13, and 39. For the period January 
through May of those 4 years, the applications are as follows: 

There were 16 in 1952; 29 in 1953; 38 in 1954; and 175 in 1955. 
That gives you a very good picture of the workload. 

Mr. WiccLeswortH. That does not include anything, so far as 
fiscal 1956 is concerned? 

General Eparrtron. No; we have no established record for 1956. 

Mr. WicGLeswortH. What is your estimate? 

General Epcrrton. Well, we have estimated—do you have a set 
of figures on that, Mr. Anderson? 

Mr. AnpEerson. I do not think we have a tabulation of estimated 
applications here, but the projection of that curve would be something 
enormous. 

Mr. WiacieswortH. Do you not have an overall estimate for 
your workload in fiscal 1955, and an estimate for your workload in 
fiscal 1956? 

If not, how do you arrive at this increase which you are requesting? 

General Epcerton. Well, we arrived at that by estimating, just as 
you say. For instance, another result of that estimating is the new 
credit authorization for 1956. 

We estimate there will be $665 million. For 1955 there were $460 
million; for 1954 there were $250 million. So, there is a kind of a 
measure. J do not have with me precisely the information which you 
have requested on certain of the estimates. I must say that that 
would be the best we could do, but that it would be founded on our 
projection of the increases which we have been experiencing. 

Mr. Wi1cGLeswortH. You are requesting an overall increase of 
$375,000, if you include the supplemental figures, and you are asking 
for an increase of something like 25 percent in your personnel if we 
include the supplemental figures. 

Can you not give us overall workload figures for fiscal 1954 and 
fiscal 1955, and the estimated workload figure for fiscal 1956? 

General Epcerton. I think I can. We have some estimates which 
we have made on that. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. PassMAN. Should we not have that information inserted into 
the record at this point? 

Mr. WieG.Leswortu. Yes; if he cannot give it to us now. 

I would rather not have fragmentary material on the question. 
As the chairman suggested, I wish when you revise your remarks 
you would put in overall figures for, say, fiscal 1953, 1954, 1955, and 
your estimated figure for 1956, in order that we may see what the 
general increase in workload looks like, and whether the dollars and 
cents requested by way of increases are justified or not. 

General Epgerton. All right, sir; we can give you that. I am 
sorry I do not have it in the form you have requested. 

(The information requested may be found on p. 11.) 


INCREASE IN PERSONNEL 


Mr. WiceLEeswortuH. I suppose these green sheets, and the state- 
ment which you have given us, show just where the 24 additional 
technical personnel and the 26 additional clerical personnel, making a 
total of 50, will be placed, if authorized; do they not? 
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General Epcrrron. Yes, sir. 

Mr. WieeteswortH. Do I understand that you are in fact request- 
ing funds to cover all 50 or only to cover 39 of them, taking into 
account the probable delay in hiring them? 

General EpGrerton. Yes; we are taking into account the job delay 
in hiring them. 

Mr. WieeteswortH. Does the dollars and cents increase cover 39 
of the 50 which you want to add, or does it cover all of them? 

General Epcrrron. It covers all of them. 

Mr. AnprErson. It is the net. 

Mr. Wiae.eswortna. It is what? 

Mr. Anprerson. The net. 

Mr. WieeLteswortH. The dollars and cents apply only to an 
increase of 39 persons; is that right? 

General Epcerton. Yes. The net figures are used. 

Mr. Forp. You expect at the end of fiscal 1956 to have 50 addi- 
tional employees, but the cumulative result will be that you will only 
have during fiscal year 1956 to pay 39 man-years; is that correct? 

General Epcrrton. I think that is correct; yes, sir. 

Mr. Forp. Your figures are based upon your 39, rather than your 
end-year strength of 50? 

General EpGrerton. Yes, sir. 


OTHER OBJECTS OF EXPENSE 


Mr. WiaGLeswortu. I notice you have increases here in travel, in 
transportation of things, in other contractual services, in rents, and 


so forth. 

General Epcrerton. That is right. 

Mr. WieeieswortH. What is the situation in regard to the rent 
item, where you are requesting 7,200 additional square feet? 

How much space do you have now? 

Mr. SHERwoop. We have 28,000 feet, sir. 

Mr. WiaGLeswortH. You desire to increase your present space by 
about 25 percent? 

Mr. SHERWOOD. Yes, sir. 


FINANCING OF PROCUREMENT OF MILITARY MATERIEL 
Mr. WiecLeswortH. On page 7 of your general statement, you 
refer to assisting in the financing of the procurement of military 
materiel under the mutual security program. 

What does that mean? 

General Encrertron. That refers particularly to the kind of loan we 
made to France to permit them to pay their manufacturers of mili- 
tary equipment ordered offshore at once, and to make repayments 
out of the payments from the Defense Department when the contracts 
were completed. It is that type of contract. 

Mr. WieGLeswortu. Are we not making military materiel avail- 
able under the mutual security program without reimbursement? 

General Epcerton. In some cases I think we are, but we paid, I 
believe, the foreign manufacturers in some cases directly, but only 
after they had completed their work and they needed working capital. 
Their Government borrowed from us, and paid back by offsetting the 
payments due from the Defense Department. 
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Mr. WieeLteswortH. What I am trying to get clear is the relation- 
—_ between this financing you refer to and the work of MSA in this 
field. 

Do I understand you are in effect supplementing the military 
materiel made wreilchi to a given country under MSA by a loan 
program? 

General Epcrertron. No. We definitely do not do that. The 
kind of transaction I referred to was merely a loan to the Government 
which paid us back with receipts from the defense program. We do 
not add any financing of military equipment, or any items of that 
type. 

har. WiaceLeswortnH. It is used for that purpose, is it not—the 
procurement of military material under the mutual-security program? 
Your statement says so. 

General Epacrrton. It does not add to the quantity of their total 
procurement. It facilitates the transaction, and we earn the interest 
on it, but it does not provide funds for additional military supplies. 

Mr. Wiaaueswortu. It refers to supplies which were included in 
the MSA program to be furnished to the country in question? 

General Epcertron. Yes. We loaned money for the purpose of 
furnishing working capital needed by the manufacturers of supplies 
on orders under our mutual-security program. They pay us back 
from the proceeds they are paid when they make their deliveries. It 
is a perfectly good banking transaction and adds nothing to the total 
amount of money available. It does not add to an appropriation by 
Congress. There is no objectionable feature of that kind. 

Mr. Fenton. General, you say that your administrative expenses 
are taken from the earnings which are estimated for 1956 at 
$59,500,000? 

General Epcrrton. Yes. 

Mr. Fenton. And this program has been in existence now for 21 
years, I believe? 

General Epcrerton. Yes. 


LOANS AUTHORIZED AND OUTSTANDING LOAN BALANCE 


Mr. Fenton. How much money have you loaned in the past 5 
years to foreign countries? 

General Encrerron. I would have to answer that later for the record. 
I cannot do it from memory. Roughly, it runs in that period probably 
an average of $300 million a year in foreign countries. 

Mr. Fenton. Will you put that information in the record by 
countries? 

General Epcrerton. Yes. 

It is a little more than I said. It is just a matter of compiling the 
information. 

Mr. Fenton. How long do those loans run as a rule? 

General Epcerton. They range from 1 year minimum to about 20 
years maximum, depending upon the nature of the loan. 

Mr. Fenton. In the computation that I asked for, would you put 
in the amount outstanding in those countries? 

General Epcrerton. Yes. 

(The information requested is as follows:) 
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Mr. Fenton. Did I understand you to say also that your losses over 
the years have been approximately $500,000? 

General Epcerton. That is all that we have written off. Were you 
here when I spoke off the record? 

Mr. Fenton. Yes. 

General Epcrrton. We have only written off $500,000. 


RECONSTRUCTION LOANS 


Mr. Fenton. On the matter of reconstruction loans, I think you 
said you have about $1.2 billion still outstanding. 

General Epcrerton. That is about right. 

Mr. Fenton. And the rate of interest varies on those loans? 

General EpGrerton. It does not vary with respect to each loan after 
itis made. I meant to say the rate of interest we require varies from 
time to time. The loans are at a fixed rate. 

Mr. Fenton. What is that fixed rate? 

General Enpcerton. With respect to the French loans, 1 of the 
French loans is at 2%% percent and 1 is at 3 percent. If they were made 
now they would be on an entirely different interest basis. They were 
made in 1946 for the purpose of assisting those countries in their 
return to solvency, and terms were very favorable then, but also 
interest rates were exceptionally low then, too. 


COAL LOANS 


Mr. Fenton. May I ask what loans we have made to foreign 
countries who are in the coal business? 


General Epcerton. We have not recently made any coal loans. 
Mr. Fenton. I understood a year or two ago that through the 
mutual security program loans were made to France. 


AGENT FOR HIGH AUTHORITY OF THE EUROPEAN COAL AND STEEL 
COMMUNITY LOAN 


General Epcrerton. Well, there is the large loan to the High 
Authority of the European Coal and Steel Community which we 
administer solely as a banking agency. We did not make the loan. 
We had nothing to do with its arrangements except we disburse the 
money and collect the payments, but not from our funds. We do 
that for the FOA. 

Mr. Fenton. As I recall, the Mutual Security people told us it 
was not a gift but it was a loan. How do they work that? We 
understood it was from the bank. 

General Epcrrton,. It is, but it is not with our funds. It is 
different from our ordinary business, and it is not involved really in 
our transactions except to the extent we perform a service for the 
other agencies and charge them for clerical and administrative work 
involved. 

Here are a large number of operations included in our report, work 
we do for the Foreign Operations Administration, but we do that, 
not as a matter of lending, but merely as a matter of serving their 
purposes as a banking institution. 

Mr. Fenton. The Mutual Security people said that it was not a 
grant but a loan from the bank. That is what they told us about it, 
as I recall. 
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General Epcrerton. That is correct. It is a loan from the bank, 
but it is not with our funds and it is not a part of our regular lending 
operations. It is a part of our operations as acting as a banking agent 
for FOA in those things that we can do for them to advantage. 

Mr. Fenton. What length of time was that loan for to that group 
that you mentioned? 

General Epcrerton. I will have to put that in the record. 

(The following information was supplied:) 


High Authority of the European Coal and Steel Community—$100 million, 
installment repayments annually to 1979. 


Mr. Fenton. Do you determine the amount of interest they pay? 

General Epcerton. No. That is all fixed by the FOA. We do not 
exercise any function except, I suppose, if we saw something we 
thought was not good we would point it out to the FOA. 

Mr. Fenton. Now, we give the Mutual Security people so much 
money. We appropriate so much money to them. 

General Epcrerton. Yes. 

Mr. Fenton. They tell us that was not a grant but it was a loan 
from the bank. I am speaking of the coal and steel industry. 

Generl Encertron. Community? 

Mr. Fenton Yes. 

General Epcrertron. That is literally correct, sir. That is what it 
is, but it is not a loan from the bank with the bank’s funds. It is 
intended to be repaid. When the payments are made, I understand 
that they go into the miscellaneous receipts of the Treasury. How- 
ever, it is a loan and not a grant. We do the banking function of 
signing the agreement and collecting the money and disbursing the 
money. 

Mr. Fenton. And the FOA pays the money out? 

General Epcrerton. That is right. 

Mr. Frenron. And you are just the administering agency? 

General Epcrerron. Yes. We just do it as a banking function. 


GUARANTEED LOANS 


Mr. Frenron. I think that you did explain the requisites for loans 
to exporters when they cannot be financed by local banks. 

General EpGrerton. Yes. 

Mr. Fenton. Do you people guarantee loans made by private 
banks to exporters? 

General EpGrerton. Oh, yes; we can do that, and we do do that. 

Mr. Fenton. Do you have to pay up sometimes? 

General Epaerron. We do not make the loans unless they are 
pretty sure to be paid. We try to encourage the banks themselves 
to take a portion at their own risk if they will, and then they make a 
higher interest rate. We charge 2 percent as a rule for our guaranty. 


LOSSES ON LOANS 


Mr. Forp. Several times, General Edgerton, in answer to questions 
about the amount of income, it seems to me you have emphasized 
“that we have only written off $500,000 in losses’’ over the 22-year 
period. 
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Does that apparent emphasis on ‘‘written off losses of only $500,000” 
imply that you are not current on some other loans that might not be 
good loans at this time? 

General Epcrertron. That is what the emphasis was intended to 
mean. Off the record. 

(Discussion off the record.) 

Mr. Forp. Aside from the one problem we were just discussing 
off the record, are there any other loans that are in a state of arrears? 

General Epcrerton. No; I do not think there are any that are 
substantially in arrears. We have a few drafts that are unpaid as 
of the date they are due, and perhaps 20 or 30 days over, in a transac- 
tion in which we guarantee some exporters, but they are covered by 
reserves available to us for more than the amount of those drafts. 

Mr. Forp. What percentage of your staff is occupied in making 
certain that payments are made promptly and in sufficient amount 
to cover the contracts? 

General Epcrerton. Well, as a rough guess, about 20 percent of 
the staff. 

Mr. Forp. How much is outstanding that this 20 percent would 
be occupied on? 

General EpGerton. $2,700 million is outstanding, and about $800 
million is authorized and not yet disbursed, making a total of about 
$3,500 million committed. 

Mr. Forp. When did most of these losses which have been written 
off occur? 

General EpGerton. Mostly more than 3 years ago. 

Mr. Forp. In other words, your current situation is one where. you 


apparently have reasonably good loans; is that right? 

General Epcerton. Pretty good. I have 1 or 2 in mind that I am 
doubtful about, but I would rather not describe them or mention 
them at present. They may turn out to be all right. 


STATEMENT OF LOANS AND AUTHORIZED CREDITS 


Mr. Passman. Without objection, we will insert in the record at 
this point a list of the nations owing the bank money and the amounts. 
(The information requested is as follows:) 
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STATEMENT OF LOANS AND AUTHORIZED CREDITS 


Terminated credits, loans $ fully repaid, as of June 30, 1004 


ad | Disbursed and repaid 


Cancellations |—— —--- 7 aac 
and expira- | 
= | By commer 


tions By Eximbank | cial banks at 
EIB risk 


Credits 


Country authorized 


Interest 





LATIN AMERICA 


Argentina____- _..---.-| $93,480, 000.00! $93, 090, 000. 00) $390, 000. 00) 
Bolivia__- ‘etl oeeael 4, 758, 004. 50 2, 265, 489. 02) 2, 492, 515. 48) 128, 474. 96 
DE ldiniceien _...----| 173, 636,166.26) 119, 206, 714. 79 28, 684, 245. 02)/$25, 745, 206.45) 4, 494, 831. 46 
Chile_. ; : | 43, 381,007. 84 8, 566, 378. 30 9, 125, 521. 70) 25, 689, 107. 84| 3, 341, 341.16 
COIs. insinvei od | $7, 742,065. 41 14, 486, 232. 09 11, 251, 333. 32! 12, 004, 500.00) 1, 380, 715. 08 
Costa Rica_ -. in 1, 723, 000. 00 1, 448, 392. 71 50, 878. 62) 223, 728.67| Im 4,954.06 
Cuba 90, 366, 535. 31 34, 198, 061. 95 30, 130, 973. 36) 26, 037, 500.00) 2, 069, 946. 84 
Dominican Republic . 3, 300, 000. 00 16, 067. 58 3, 000, 000. 00 283, 932. = 558, 115.13 
Ecuador , 105, 000. 00 1, 075, 000. 00 30, 000. 00 | 7 404. 72 
Haiti : ides Lest §, 350, 000. 00 2, 670, 000. 00) 5, 680, 000. 00 | 1,473, 853. 30 
Honduras - - - —_ , 700, 000. 00 1, 700, 000. 00} 1, 000, 000. 00} 82, 772. 75 
Mexico ; , 526, 850. 00 10, 027, 558. 80 31, 262, 058. 37| 18, 237, 232.83) 5, 342, 162. 00 
Nicaragua. -- 235, 000. 00 585, 000. 00 2, 000, 000. 00! 650, 000. 00) 406, 206. 38 
Panama. -.-- iia , 500, 000. 00 2, 012, 296. 12 2, 487, 703. 88 207, 790. 57 
Paraguay seat 4, 800, 000. 00 , 600, 000. 00 3, 000, 000. 00 200, 000. 00} 876, 016. 78 
Peru ? ‘ 37, 000, 000. 00 37, 000, 000. 00 so 
Uruguay ; 11, 641, 600. 00 11, 500, 000. 00 141, 600. 00 j 7, 316. 64 
Venezuela , 47, 051, 000. 00 37, 795, 127. 93 6, 557, 693.72) 2, 698, 178. 35) 994, 862. 98 
Miscellaneous Latin 

America_. é ‘ 118, 983, 198. 91 94, 370, 933. 75 20, 078, 226.31) 4, 534,038.85) 3,761,542 29 


Total Latin America___|_ 747, 279, 428. 23 _ 478, 613, 2 253. 04 156, 362, 749. 78/117, 303, 425. 4l 25, 159, 683. 54 


ASIA | 
China | 171, 943, 329. 99 4, 550, 357.86) 157,074,015. 08! 10, 318, 957.05! 21, 089, 647. 38 
India 16, 000, 000. 00 16, 000, 000. 00} 
Indonesia 100, 000, 000.00; 100, 000, 000. 00 
Iran 26, 130, 000. 00 25, 667, 570. 61 222, 398. 7é 240, 030. 6 13, 928. 26 
Iraq 100, 000. 00 100, 000. 00) 
Japan ; 95, 158, 121. 05 15, 099, 868. 21 48, 175, 542. 80) 31, 882, 710. 0: , 429, 053. 75 
Philippines | 25, 850, 000. 00 25, 600, 000. 00 250, 000. 13, 171. 23 
Saudi Arabia : 9, 000, 000. 00 9, 000, 000. 00 | 
Turkey__-- 28, 075, 487. 1 14, 220, 0028. 71) = 13, 855, 458. 49) , 259, 952. 68 


Total Asia_. ‘472, 2 256, 938. 15 210, 237, 8 825. 39) “a. , 415.03) 42, 441, 697.73) 23, 805, 753 30 


j— —!> =e — ——— 
| : ——— = 


EURQPE | 
Austria_ nia } 12, 110, 000. 00 933, 166. 89 11, 176, 833. , 047, 092. 53 
Belgium __. 38, 800, 000. 00 38, 800, 000. 3, 221, 310. 62 
Czechoslovakia_- : 23, 728, 931. 61 950, 781.01 5, 384, 692. 62) 17, 393, 457. § 569, 709. 01 
Denmark ___- 10, 000, 000. 00 10, 000, 000. 00) | : 
Finland - _- 32, 636, 773. 92 2, 882. 43 15, 681, 109. § }, 952, 781. 6S 816, 217. 63 
France. --- 300, 000, 000. 00 46, 000, 000.00} 254, 000, 000. 5, 506, 196. 45 
Germany - 67, 603, 412. 93 3, 577, 265. 29 64, 021, 588. 6 4, 559. 903, 217. 07 
Hungary - 2, 375, 000. 00 2, 375, 000. 00) 
Iceland ___- 1, 000, 000. 00 410, 000. 00) 590, 000. 32, 716. 26 
ROT doa << as oe 58, 881, 197. 91 7, 994, 260. 39 9, 934, 290. 6 , 952, 646. § , 326, 648. 20 
Latvia : - 1, 903, 000. 00 1, 892, 217. 97 10, 782. 56. 99 
Netherlands_.__--- 109, 878, 142. 50 4, 593, 596.70} 104, 498, 146. 6 786, 399, 2 2, 690, 781. 07 
Norway. .--. aaa 11, 000, 000. 00 10, 552, 000. 21 221, 387. 7§ 226, 612 20, 895. 09 
Poland hie 6, 740, 000. 00 6, 703, 822. 27 ‘ 36, 747. ‘ 
ek aia 5, 500, 000. 00 4, 229, 134. 35 1, 270, 865. 65 i 131, 820. 51 
Rumania ‘ 50, 000. 00 50, 000. 00 
ee ae 27, 072, 871. 78 1, 427, 046. 66 12, 077, 084. 2¢ 3, 568, 740. 8: , 021, 633. 92 
Sweden.. ‘ 17, 155, 000. 00 10, 889, 000. 00 2, 155, 000. 111, 000. 79, 973. 81 
United Kingdom. hak cats 22, 500, 000. 00 22, 500, 000. 00 
Yugoslavia _. _- ‘ 517, 667. 00 517, 667. 00 
Miscellaneous Europe-- 4 38, 412, 399. 74 __ 38, 412, 399. 74 


Total Europe---- 787, 864, 397. 39 _174, 4, 010, 2 240. 91 , _519,: 220, 999. 1 10 4, 633, 157. 38 27, 468, 269. 16 


OTHER COUNTRIES 


Australia_- -- 1, 400, 000. 00 1, 400, 000. 00) _- ; Sa 

Canada... “ < 370, 665, 000.00 187, 550,000.00! 183, 115, 000. 00). _- 3, 832, 573. 26 

Ethiopia- 5 500, 000. 00 * j 500, 000. 9, 888. 70 

Jamaica re 25, 000. 00 25, 000. 00 

Liberia__- 4, 000, 000. 00 Sith siail 4, 000, 000. 00 518, 644. 85 

Portugal (W est Africa)... 867, 000. 00 867, 000. 00)... _- 

Puerto Rico 450, 000. 00 450, 000. 00 60, 536. 42 

Virgin Islands- ----.--.-- ae 250, 000. 00; 
ok agaist tee 





Tuihstbebiineiies: 378, 157, 000. 00 00 00a,0 000. 00 187, 5 565,000.00) 500,000.00 4, 421, 643. 23 
Various countries___-_- 7, 500, 000. 00 a8 500, 000. 00 ae alia 
Miscellaneous, general... | 1 869, 896. 66 ee 1, 869, 896. 66 18, 113. 87 


Grand total lo, 394, 927, 660. 431 0 055, 453, 319. : 341, 082, 726, 163. o1 256, 748, 177. 18 80, 873, 463. 10 
| 
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BANK ACTS AS AGENT FOR FOA AND OTHER AGENCIES 










Mr. Gary. How many of these loans do you have similar to the one 
that you were discussing a,few moments ago with Dr. Fenton that you 
handle for other banks or agencies? 

General EpGerton. Here is a statement of the operations of the 
FOA. It varies by the day, of course. That is one trouble with our 
figures. Any figure that we give you as of May 31 will be a little bit 
different. 

Mr. Gary. Approximately how many are there? 

General Epcrrtron. About 75 for FOA and 6 under Defense Pro- 
duction Administration. We also have accountability to the United 
States Treasury for certain loans made by.the RFC. 

Mr. Gary. Do you mean that they pay you for handling those 
loans? 

General Epcrerton. Yes. 

Mr. Gary. On what basis? 

General Epcrerron. The people that work on those things keep the 
record of their time and we receive reimbursement for their precise 
time. 

Mr. Gary. Are they principally loans made by other banks? 

General Epcerton. No. They are made by other governmental 
agencies. FOA is the principal one, of course. 

Mr. Gary. And you service them for the other governmental 
agencies and they pay you for the service? 

General Epcrerton. Yes. 





















ORIGIN OF BANK 









Mr. Gary. When this bank was originally organized, was the $1 
billion capital put in at that time? 

General Epcrerton. No. It was organized by Executive order as a 
subsidiary of the RFC in 1934, and it sold preferred stock to the RFC 
for its money. It was put in its present statutory form by the Export- 
Import Bank Act of 1945. At that time the capital stock was pro- 
vided for, and the preferred stock was canceled. It was put on a new 
basis. It was a banking corporation of the District of Columbia until 
the Government Corporations Act established it as a Government 
corporation. It has operated under those new laws ever since. The 
total amount of its lending authority has been modified a number of 
times. The last modification was last August when it was increased. 
Prior to that time we had a little different formula that resulted in 
lending authority of $4.5 billion instead of $5 billion. 













ANNUAL EARNINGS 





AVERAGE 









Mr. Gary. Can you tell us the average annual percentage earning 
of the capital stock during the period of the bank’s existence? 

General Epcrerton. We can calculate that. This chart shows in 
graphic form what you have in mind, but it does not show precisely 
the answer. We can do that. I suppose that the annual average 
would be a cumulative total divided by the number of years? 

Mr. Gary. I was trying to figure it that way, but you cannot figure 
it that way if your capital stock varies. That is the reason I asked if 
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the capital stock had been $1 billion for 20 years. Your net earnings 
are $445 million, which would be a little over 24 percent annually on 
an outstanding capital stock of $1 billion. If you have not had that 
stock outstanding during the years you cannot figure it that way, so 
if you could just figure that out for us and insert it at this point in the 
record, I would appreciate it—your average over the years on the 
outstanding capital stock. 

General Epc=rtron. Yes. We will have to calculate it and give it 
to you. 

(The information requested is as follows:) 





Percentage of 
Dividends | net earnings 
paid | to capital 
stock 


Capital stock 


outstanding Net earning 


Fiscal year 


$13, 750, 000 $4, 184, 28 
13, 750, 000 —11, 543. 21 
, 000, 000 170, 276. 90 
000, 000 797, 402. 43 3 
, 000. 000 885, 673. 81 $1, 206, 164. 38 
5, 090, 000 696, 780.87 | 1, 056, 164.37 | 
5, 000, 000 . 999, 694. 13 3 ‘ 
5, 000. 000 5, 384, 623. 97 
5, 000, 000 , 671, 579. 60 
, 000, 000 , 682, 929. 93 
, 000, 000 . 229, 910. 60 
5. 000, 000 , 228, 197. 91 | 
, 000, 000 , 185, 372. 14 
, 000, 000 | 30, 008, 975. 76 | 
9, 000, 000 . 931, 174. 18 
, 000. 000 . 674, 575. 39 
, 000, 000 3, 447, 633.14 |_. 4 
, 000, 000 . 438, 609.71 | 20.000, 000. 00 | 
09, 000, 000 52, 087, 485. 51 20, 000, 000. 00 


, 000,000 | 57, 408, 282. 06 





22, 500, 000. 00 
105, 905, 178. 04 





| 
09, 000, 000 | , 492, 342. 31 22, 500, 000. 00 
| 
| 
| 


a 436, 414, 161. 42 


1 $174 million of preferred stock and $1 million of common stock was surrendered for cancellation and $1 
billion was subscribed by the United States in accordance with sec. 4 of the Export-Import Bank Act of 1945. 


Mr. Passman. Thank you very kindly, General Edgerton, and 
gentlemen. 
General EpGrerton. It has been a pleasure to be here. 





TUESDAY, JUNE 7, 1955. 
GOVERNMENT AND RELIEF IN OCCUPIED AREAS 


WITNESSES 


MAJ. GEN. WILLIAM F. MARQUAT, CHIEF, OFFICE CIVIL AFFAIRS 
AND MILITARY GOVERNMENT 

STUART T. BARON, DIRECTOR OF ECONOMICS AND FINANCES, 
UNITED STATES CIVIL ADMINISTRATION OF THE RYUEKYU 
ISLANDS 

PAUL L. HOPPER, CHIEF, PROGRAM COORDINATION DIVISION 

JOSEPH S. HARBISON, PUBLIC AFFAIRS DIVISION 


OFFICE, COMPTROLLER OF THE ARMY 


MAJ. GEN. WILLIAM 8S. LAWTON, CHIEF, BUDGET DIVISION 

LT. COL. E. KIRBY-SMITH, CHIEF, MILITARY CONSTRUCTION AND 
CIVIL FUNCTIONS SECTION 

STUART H. D. FREED, BUDGET ANALYST 


Ryukyu Isuanps 


Amounts available for obligation 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate - - caiiaiehiaaed --| $3, 100, 000 $3, 100, 000 E $3, 000, 000 
Unobligated balance, estimated savings oat wows ; | —70, 715 |_- ace 
; Obligations incurred---..-............. : 3, 100, 3, 000, 000 
Comparative transfer from ‘‘Maintenance and operations, 

97, 946 | --| 
3, 127,231 | 3, 100, 000 | 3, 000, 000 


Obligations by activities 








Description 1954 actual | 1955 estimate | 1956 estimate 


1. Administration --..---...- bendderenivenedweadatwaivaweNauen $1, 233, 483 $1, 193, 000 $1, 210, 000 
2. Exchange of persons . =* 323, 044 275, 000 275, 000 
SD. Mee OO Mev tees GOOTIOING «o.oo aoe nic cnceeccnscccecens 1, 570, 704 1, 632, 000 1, 515, 000 


Total obligations 3, 127, 231 3, 100, 000 3, 000, 000 
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Obligations by objects 


Object classification | 1954 actual | 1955 estimate 


Total number of permanent positions_ i 199 170 | 


Full-time equivalent of all other positions....-.-...........-.- 1 1 
Average number of all employees- --_--- 142 
Number of employees at end of year__- i ; : 135 


1956 estimate 








Average salaries and grades: 
General schedule grades: 
Average salary-.---- Mitekl 
Average grade 3 ; 
Wage board positions at hourly rates equivalent to $5,060: 
Average salary _- ee 
Ungraded positions, locals overseas: Average salary - 


Personal services: 


Permanent positions-_- ; vahniee Sek $783, 004 $743, 693 | 
Positions other than permanent 5, 244 | 5, 000 | 


Regular pay in excess of 52-week base 3, 000 | 2, 827 
Payment above basic rates___- i ’ 111, 421 | 108, 480 


Total personal services ; 902, 669 860, 006 


Travel 32, 373 | 65, 050 | 
rransportation of things 739, 127 | 66, 500 | 
Communication services 64, 667 | 64, 100 | 
Printing and binding __- 28, 463 51, 850 | 


Other contractual services 377, 913 320, 570 
Supplies and materials ‘ 932, 874 91, 380 
Equipment 49, 145 10, 550 
Grants, subsidies, and contributions 1, 570, 000 


Total obligations : 3, 127, 231 3, 100, 000 


Analysis of expenditures 


1954 aciual | 1955 estimate 


Obligated balance brought forward $1, 977, 755 $922, 474 
Obligations incurred during the year--- ; s 3, 029, 285 3, 100, 000 
5, 007, 040 4, 022, 474 
Adjustment in obligations of prior years — 234, 240 —76, 074 
Obligated balance carried to certified claims account — 146, 807 |_-.... 
Obligated balance carried forward —922, 474 — 446, 400 


Total expenditures : ; ; 3, 703, 519 


3, 500, 000 


Expenditures are distributed as follows: 
Out of current authorizations __- 2, 300, 925 | 2, 790, 000 
Out of prior authorizations___._____- ss 1, 402, 594 | 710, 000 


Mr. Passman. The committee will come to order. 


SUMMARY OF BUDGET REQUEST 





954, 325 
65, 100 
34, 500 
62, 000 
37, 295 

290, 720 
69, 160 

1, 900 
1, 485, 000 


3, 000, 000 


1956 estimate 


$446, 400 
3, 000, 000 


3, 446, 400 
 —346, 400 


3, 100, 000 


| 2, 750, 000 
350, 000 


This is a request for $3 million for ““Government and relief in occu- 


pied areas.”’ 
The appropriation for fiscal 1955 was $3,100,000. 


We will also insert in the record pages 5, 6, 7, and 8 of the justifi- 


cations at this point. 
(The pages referred to are as follows:) 
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1954 appropriations (including supplementals) wteumee Sa hOR 060 
1955 budget estimates (including amendments and supplementals) 

submitted to Congress_ - - - ; : 3, 450, 000 
1055 appropriation in annual act ; 3, 100, 000 
Total appropriation for 1955_ : 3, 100, 000 

Deductions: 
1. Economie aid: 

(a) Reduction of transportation costs for goods 
furnished i .. $32, 000 

(6) Reduction in grants to Ryukyuan Govern- 

ment long-range rehabilitation and school 
construction _ _ si : _.. 310, 000 


Subtotal soe ae as 342, 000 
Additions: 
1. Aid to Ryukyuan economy for governmental 
services______-_- 2 ell eae 225, 000 
2. Administration: 
(a) Increase in personnel services due_ to 
absorption of functions performed by 
military personnel _ ___ Sie 17, 000 


Subtotal_____ Mh OU i iit: 242, 000 


Total estimate for fiscal year 1956______- ; 3, 000, 000 


Comparative summary by projects of obligations by fiscal year 


Actual Estimated | 
obligations, | obligations, 
fiscal year | fiscal year 
1954 


Estimate, 
fiscal year 
1956 


» 7 ~~ 
I — Purpose of projects 





130 | Petroleum and petroleum products-.- $844, 

160 | Informaticn and education materials J 202, $193, 000 $180, 000 
410 | Pay of civilian employees 903, 860, 000 890, 000 
415 | Travel of civilian employees__- 28, 45,000 45, 000 
420 | Transportation of commodities. 685, 52% 62, 000 30,000 
430 | Incidental operating expenses l, 95, 000 95, 000 
440 | Aid tc Ryukyuan economy 1, 570, 000 1, 485, 000 
450 | Exchange of persons... 314, 311 275, 000 275, 000 


Subtotal 1 2, 979, 758 3, 100, 000 3,000, 000 
Comparative transfer from ‘‘ Maintenance and oper- 
| ations, Army” dis 2-+-97, 946 
1 


Total. --. 3, 077, 704 3, 100, 000 3, 000, 000 


Obligations reported as of Dee. 31, 1954. 
2 For comparative purposes this figure is shown under project 430 in summary of obligations by object of 
expenditures, 


Analysis by activities 


Fiseal year 
1956 


| Fiseal year | Dedue- 


1955 tions | Additions 


Activities 


Economie aid: 
1. Governmental services - - _ - ot . $275, 000 |__.- | $225, 000 $500, 000 
2. Long-range rehabilitation____- -- has id 475, 000 $90, 000 |___. 385, 000 
3. School construction___- a : ‘ | 820, 000 220, 000 | | 600, 000 
4. Transportation of commodities. - 62, 000 32, 000 | 30, 000 


Subtotal, aid to Ryukyuan economy .-_-_----- 1, 632, 000 342, 000 | 225, 000 


1, 515, 000 


Administration and civil information and education: 
1. Administration .-- St Es : 1, 193, 000 ‘ 17, 000 1, 210, 000 
2. Civil information and education--_-- enrt 275, 000 | . | 275, 000 


Subtotal, administration and civil information | | 
and education ae cmaeul dia Geee GE Ine cies 17, 000 


1, 485, 000 


= = 


3, 100, 000 | 342, 000 | ~~ 242, 000 | 


3, 000, 000 
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Obligations by objects 


Estimate, Estimate, | Increase (+) 
By object of expenditure fiscal year fiscal year or de- 
1955 1956 crease (—) 


Personal services, civilian..............-.--.-- ii taeemamint | $860, 000 $954, 325 
OS eo eS Penh oa ha keh eh ee Eee Sees 65, 050 65, 100 
Transportation of things ; 66, 500 34, 500 
Ss ne ee cae panera anak 64, 100 62, 000 
Printing and binding 51, 850 37, 295 
IE IIIS oo 6 canis fais der dn cbs dab each hha debneie | 320, 570 290, 720 
ey rene ree 91, 380 69, 160 
fe eee 10, 550 1, 900 
Grants, subsidies, and contributions............._...__.- 1, 570, 000 1, 485, 000 
‘eens eK | 


3,100,000 | nee | 


Mr. Passman. General Marquat, we are happy to have you with 
us. 
GENERAL STATEMENT 


Do you have a statement you would like to make at this time? 

General Marquart. With your permission, Mr. Chairman. 

Mr. Passman. You may proceed, sir. 

General Marquart. Mr. Chairman and gentlemen, this group of 
staff specialists appears before you today to present justifications for 
a request from the Department of the Army for appropriated funds 
in the amount of $3 million under the title ‘Government and Relief 
in Occupied Areas.”” The funds are being sought to cover admin- 
istrative expenses and programs of the United States Civil Admin- 
istration, Ryukyus (USCAR), which currently acts under the authority 
of the new Presidential directive of August 2, 1954. 

Since United States fiscal year 1950, funds in the following amounts 
have been appropriated by the Congress to support admunistrative 
and economic assistance activities in the Ryukyu Islands: 


[In millions] 


Reoricntation 

Economic | and admin- 
aid istration cost 

of USCAR 


Fiscal year 


$3. 755 
3. 416 
2. 270 
1. 854 
1. 450 
1. 468 


The rapid reduction in funding requirements from 1950 to 1953 
reflects the efficient application of United States dollar appropriations 
gradually to reduce the dependence of the Ryukyus upon the United 
States for financial support. Initially the dollars were used to procure 
imports, the value of which was translated into a counterpart fund 
which was, in turn, employed for development projects and for 
budget support. In 1955 direct commodity imports were discontinued 
and appropriated funds were requested of the Congress to finance 
approved grant-aid projects. 

The funds requirements pattern established in 1954 and 1953 
indicate, as I suggested last year, that a basic level of financial support 
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from the United States had been reached, below which appreciable 
reductions would appear to be inadvisable. The predominance of 
the impact of the United States military input of foreign exchange 
makes the condition of the civil economy extremely sensitive to the 
fluctuations of the United States military construction and administra- 
tion programs. 

Since the United States intends to remain in control of this strategic 
outpost into the indefinite future, it becomes essential that planning 
be directed much more toward longer range objectives than in the 
past. As a matter of fact, a comprehensive program for the imple- 
mentation of United States policy in the Islands is now being prepared. 
An interdepartmental mission recently visited the Far East and 
reached agreement with the authorities on the general format of the 
long-range plan. It contains, among other matters, an economic 
development subplan which will form the basis for future appropria- 
tions requests. 

In predicting the envisioned panorama of future activities in the 
Ryukyus, it becomes apparent that the military construction will be 
completed within the next few years and that, in consequence, the 
employment of a large segment of the native labor force by the United 
States military commands will taper off to operation and maintenance 
activities. This aspect, along with the fact that the prospect of 
returning land now occupied by the military for reconversion to 
cultivation is extremely remote, induces the need for considering 
development projects for Okinawa and adjacent islands to reclaim 
land which will be required for planned resettlement of this segment of 
the population. Such programs will rot reach fruition for several 
years but it is incumbent that they be started now in order that they 
may be ready as needed. In reclaiming undeveloped areas on other 
islands it is essential that irrigation, power, roads, sanitation, housing 
and schools be provided as capital investments to be liquidated over 
a long-term period. By properly estimating total requirements and 
intelligently planning to meet them by the date on which they will be 
needed, funds, time and resources may be conserved. To accomplish 
this objective may require more short-term funds but ultimately the 
cost will be Jess to the United States. Thus it shall be our intent, 
beginning from now, to base requests for economic assistance funds on 
approved long-range programs planned to accomplish the United 
States’ purposes in the Ryukyus. 

The detailed overall operational program has not yet been com- 
pletely developed but a complete outline of a 5-year plan has been 
prepared for submission to the United States agencies for final approval. 

With this general introduction, by your permission, I shall discuss 
the fiscal year 1956 appropriations request. 

As previously stated, the amount desired is $3 million. Of this 
total, $1,515,000 is to be utilized for economic assistance; $455,000 for 
Civil Information and Education, and $1,055,000 to cover adminis- 
trative expenses of USCAR. These figures compare with last year’s 
approved appropriation of $3,100,00 of which $1,632,000 was for 
economic projects; $468,000 for education and reorientation, and $1 
million for administration costs. 

Funds for economic assistance are to be employed in three gen- 
eral areas—school construction, Government services, and the 
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establishment of a revolving fund to undertake long-term economic 
rehabilitation. 

The $600,000 requested for building schools would enable construc- 
tion of 250 classrooms. | This is $220,000 less than was provided dur- 
ing the current year. This, supplemented by an additional 364 
rooms constructed with Ryukyuan funds, would provide a total of 
4,299 classrooms, leaving a residual of 237 rooms yet to be constructed 
beginning with fiscal year 1957. ‘The United States derives very real 
economic, political, and psychological benefits from participation in 
the Ryuky uan school building program; by raising the educational 
level we better equip the Ryukyuans to earn a living and promote 
fuller appreciation of Western concepts thereby discouraging leanings 
toward communism. The total program of classroom requirements 
amounts to 4,536, 3,685 of which, or 81 percent will be completed by 
July 1, 1955. The school construction program is expected to reach 
completion in 1957 or 1958. 

The second area requiring United States support is Government 
services. Additional services necessitated by the presence of United 
States personnel in the islands substantially increases the GRI’s bill 
for police, public safety, and health and welfare functions. A United 
States contribution of $500,000 i is proposed, approximately 23 percent 
of the estimated total cost of these services during fiscal year 1956. 
Fiscal year 1955 funding for this purpose was $275,000. 

During the current fiscal year $475,000 was provided as a direct 
grant for land reclamation—the building of dams, weirs and canals to 
develop rice paddy land. It is proposed to continue the rec laiming 
of land in fiscal year 1956 and to undertake other projects such as the 
rebuilding of seawalls and draining of areas in Naha City—which 
would likewise increase the area of utilizable land. These and other 
projects will be included in the long-range program of economic re- 
habilitation previously referred to. Financing will be provided from 
a revolving fund resulting from a merger of the Ryukyuan reconstruc- 
tion finance fund and the residue of the B yen counterpart account 
augmented by $385,000 requested for this purpose from fiscal year 
1956 GARIOA appropriation—in aggregate, the money equivalent of 
about $2 million. In this way many needed projects can be financed 
over a term of years and the cost liquidated by the beneficiaries. A 
factor of major change in procedure is the employment of indigenous 
investment funding in conjunction with United States aid—a highly 
desirable characteristic of the new long-range modus operandi. The 
full program also calls for development of Ryukyuan industry on a 
private enterprise basis; maximum exploitation of natural resources; 
expanded food production; improvement of farming methods; in- 
creased livestock and poultry production; completion of the afore- 
mentioned adequate school facilities; programing the use of foreign 
exchange earnings and the development of sound taxation, fiscal, and 
monetary systems. 

Funds requested for the civil information and education program 
total $455,000, which is less by $13,000 than the amount granted for 
fiscal year 1955. Begimning with fiscal year 1956, however, the infor- 
mation and educational materials and services segment of this pro- 
gram, $180,000 ($193,000 in fiscal year 1955) is included under “Ad- 
ministration” in accordance with Bureau of the Budget instructions. 
The request to continue the exchange of persons portion of this pro- 
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gram by which Ryukyuan leaders are brought to the United States for 
orientation and students are enabled to attend United States colleges 
asks for $275,000. Rising living costs and higher administration fees 
are directly reflected in this activity by reducing the number of leaders 
and students who are involved although the money request is for the 
same amount. 

An increase of $210,000 in administrative limitation has been re- 
quested. The shift of $180,000 for information and education ma- 
terials and services to ‘Administration’ covers the bulk of this in- 
crease. Actually on a comparable basis with fiscal year 1955, funds 
requested for ‘‘Administration”’ are only $30,000 more than in the 
current year. Planned replacement of military personnel by civilians 
in USCAR will require $40,000 additional but a reduction from $60,000 
to $50,000 for pay of civilians in the Office of Civil Affairs and Mili- 
tary Government results in a net increase of only $30,000. 

We appreciate this opportunity to discuss the GARIOA appropria- 
tion request with you. Members of this staff will develop further 
any aspects in which the committee may be interested. Present are 
Mr. Stuart T. Baron, Director of the Economics and Finance Depart- 
ment of the United States Civil Administration, Ryukyu Islands; 
Mr. Paul L. Hopper, Chief of the Program Coordination Division; 
and Mr. Joseph 8. Harbison of the Public Affairs Division of my 
office. 

Mr. Passman. Thank you, General Marquat. 


OBLIGATIONS 


How much has been obligated to date for fiscal year 1955? 
Mr. Hoprnr. To date we have obligated $2,597,000. 

Mr. PassmMan. That is through what date? 

Mr. Hopper. April 30. 


POPULATION OF THE RYUKYU ISLANDS 


Mr. Passman. What is the population of the Ryukyu Islands? 
Mr. Baron. Civilian native approximately 780,000 people. 

Mr. PassmMan. Scattered over many small islands? 

Mr. Baron. There are 4 major islands and 85 or 86 minor islands. 


AREA 


Mr. Passman. What is the land area of the islands? 

Mr. Baron. The major island is Okinawa, and it varies in width 
from about 3 to 15 miles, and it is 65 miles long. 

The other islands are approximately 12 to 15 miles long and perhaps 
10 miles in the other direction. All three islands are approximately 
the same size—Iriomote, Ishigaki, and Miyako Islands. 


EXPORTS 


Mr. Passman. What are the islands’ main exports? 

Mr. Baron. The main export of the islands is sugar. It is exported 
in the form of black sugar and currently also in the form of centrifugal 
sugar. All of these exports go to Japan exclusively. 
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There is a very strong market for their product of black sugar, which 
is an item which is somewhat peculiar to Okinawa. 

Other products of export are marine products, such as fish and 
shells, and another product is scrap, which has been a heavy export. 

Primarily it was generated through the battle of Okinawa, and it is 
just about finishing up at the present time, so that only currently 
generated scrap will be exported in the future. 

Mr. Passman. Is it not true that they export coconuts, too? 

Mr. Baron. We have no coconuts on any of the islands. 

Mr. Passman. Are coconuts grown on the island of Guam? 

Mr. Baron. That is correct. We do not grow them on Okinawa 
or the other islands. 


ADMINISTRATION EXPENSES 


Mr. PassMan. Of your total request for $3 million, I observed there 
is $1,210,000 for “Administration expenses.” Would you comment 
on that? Proportionately it sounds out of line. 

Mr. Hopper. The additional this year is primarily because of 
shifting $180,000, which was formerly under the “Civil information 
and educational program,” a separate item, into “Administration.” 

There is also an increase of $30,000 which is for employment of 
civilian personnel as substitute for military personnel in USCAR. 

(Discussion held off the record.) 


SCHOOL CONSTRUCTION PROGRAM 


Mr. Passman. I notice in your statement, General, that when you 
finish your school program you will have 4,299 classrooms. 

General Marquart. Yes. 

Mr. PassmMaNn. You have a population of only 780,000 on the islands. 
How many schoolchildren do you have on the islands? 

Mr. Baron. I would have to check that, Mr. Chairman. 

There is generally an average of approximately 39 pupils to a class- 
room, which would give something around 170,000 students in the 
educational system out of the 780,000 population. 

Mr. Passman. How would that figure compare with the number of 
pupils per classroom in the United States? 

Mr. Baron. Our average age of population is only 18. We havea 
very heavy preponderance of the lower ages. I think the average 
in the United States is approximately 28; so we have a preponderance 
of children in this population at the present time. 

General Marquart. On page 29 there is a statement as to how this 
classroom total is arrived at, sir. 


GOVERNMENT SERVICES 


Mr. PassmMan. Government services, $500,000—would you elabo- 
rate on the types of services covered by this item? 

Mr. Baron. There are two main types of Government services 
provided for in this appropriation, and they are in the field of public 
health and in the field of police. 
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PUBLIC HEALTH SERVICE 


In the public health field there is aid given such as preventive 
medicine, spraying of insects, maintenance of health centers, aid in 
handling the leperous areas, and direct aid in their operations of some 
of their hospitals. 

This total amount covers some $320,000 of the total amount of the 
$500,000. 

POLICE SERVICE 


The police service gets another $180,000, making the total $500,000. 

In general, the theory of aiding these two activities in the Ryukyus 
is that the expenses in these areas to the Ryukyuan people are much 
greater by reason of the fact that the United States has large numbers 
of forces on the island. 

For example, speaking of USCAR, we attempt to maintain a higher 
standard of preventive medicine, for example. than they would nor- 
mally have for themselves in order to protect the military population 
on the island. 

It is also true that the military population brings on a large-scale 
automobile traffic on the island. There are some nine or ten thousand 
family people and children there as well as the military strength in 
addition. 

There are great numbers of opportunities to engage in crime in the 
sense of looting warehouses, so the local police maintain extra police- 
men; this $180,000 is given to the Ryukyuan government as aid in 
carrying on these programs. 


EXCHANGE OF PERSONS PROGRAM 


Mr. Passman. I observe here ‘Exchange of persons, $275,000.” 

Is that a one-way exchange or do we send our personnel to their 
schools to study their systems? 

Would you care to elaborate on the exchange-of-persons program? 

Mr. Harsison. That is a one-way street, sir. Because of the 
language barrier it would be impossible for us to send Americans over 
there to study, although we do have a part of the program, under 
Michigan State College mission. We do have a series of professors 
from Michigan State University who are helping the Ryukyuans 
establish their local university on the land-grant college type of 
institution. 

Those are our only real exchangees. 

The title is a carryover from our old type of program when we had 
the Germans and Austrians. 

Mr. PassMan. What is the number of exchangees? Could you 
furnish the number from the islands coming to this country and the 
number we send there? 

Mr. Harpison. We send six university professors to the islands. 

Mr. Passman. The total number we send over? 

Mr. Harsison. With their families. That is the total. 

Mr. Passman. What is the number of students we have from the 
Ryukyuans in the United States at the present time? 

Mr. Harsison. About 84 or 86 students in this country. 
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COST PER EXCHANGEE 


Mr. PassMan. What is the cost per exchangee? 

Mr. Harsison. For the first year they are here it runs in the 
neighborhood of $2,700 for each student for the full academic year, 
and when students are carried over the cost runs in the neighborhood 
of $2,600 per year. 

Mr. PassMANn. You referred to 1 year? 

Mr. Harsison. One academic year, yes. 

Mr. Passman. How long are they permitted to stay in the country 
under this program? 

Mr. Harsison. Not to exceed 4 continuous years, and those are 
only on very selected exchangees. 

Mr. Passman. Then our cost per exchangee would be what? 

Mr. Harsison. It may run only $2,700. 

Mr. PassMaNn. For the full period if they remain the maximum 
time allowed? 

Mr. Harsison. $10,000 or $11,000. 

Mr. PassMaAN. Does that include transportation? 

Mr. Harpison. That includes transportation. 

Mr. Passman. That is the total expense? 

Mr. Harpison. That is the total expense. 


BASIS FOR DECREASE IN REQUEST 


Mr. Gary. General, does this decrease in the appropriation repre- 
sent an actual decrease in expenditures or have some of the activities 
in the Ryukyus been transferred to other agencies? 

General Marquart. I will ask Mr. Baron to answer that more fully. 

We are rapidly transferring administrative responsibilities to the 
Ryukyuans just as quickly as they can be tfained to assume them. 

At the same time I think this budget does represent an increase in 
these activities toward reclaiming land, which is lying fallow while the 
Ryukyuans come here before a different committee of the Congress 
to complain about our failure to provide them with relocation 
facilities. 

We feel that we must first develop all the land that possibly can 
be developed on Okinawa to accommodate the families who have been 
displaced, and because of the fact that no alternative land sites are 
available at the moment we are subject to criticism for having actually 
taken their land and not providing them with a way to earn their 
living in the manner to which they have been accustomed. That is 
Okinawa, and in the Yaeyama Islands in the south. 

All these weirs and dams which take land which has been destroyed 
for production purposes by typhoons and by war and puts them back 
into productivity that increases total output and in the ultimate it 
decreases the amount of aid we must provide, because what we must 
provide is merely that amount of foreign exchange necessary for an 
import program to provide the things which they cannot raise 
themselves. 

We are trying to increase that type of activity to reduce their 
dependence on us, and at the same time reduce our participation in 
administrative activities on the island. 

Have you anything to add to that, Mr. Baron? 
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DEVELOPMENT OF THE LOCAL ECONOMY 





Mr. Baron. The rapid reduction in the economic aid to the islands 
is made possible by development of the local economy; the natives are 
earning money for themselves and have reduced their dependence on 
the United States. 
There is no other agency, such as, for example, the State Depart- 
ment, operating in the area. It is just the Department of the Army. 
Mr. Gary. So the answer is that there has been an actual reduction 
and not a transfer of funds to other United States Government 
agencies? 
Mr. Baron. That is correct. 
General Marquart. Definitely correct, sir. 


OKINAWA POWERPLANT 


Mr. Gary. What is the situation now with reference to the power- 
plant on Okinawa? 

Mr. Baron. The powerplant is in full operation at the present time. 
Arrangements have been made with the Army which operates the 
powerplant under a lease from what is called the Ryukyu Electric 
Power Corp. to repay the Ryukyu Electric Power Corp. for the use 
of the plant with electricity. 

The electricity that the Ryukyu Electric Power Corp. receives is 
transmitted over, at the present time, 3 distribution systems, 3 sepa- 
rate distribution systems, and sold to the natives, and it provides the 
bulk of the electricity available for native use. 

The money which the corporation receives for this payment from 
these three distribution companies is, of course, an income to the cor- 
poration, and after the expenditures of the corporation are met, then 
the surplus is available to the Government of the Ryukyu Islands 
for aid in carrying on its affairs. 

This year there will be approximately $300,000 income to the 
Government of the Ryukyu Islands from the operation of that power- 
plant. 

Mr. Gary. The actual operation is under the Government? 

Mr. Baron. Under the United States Government. They actually 
have an operation and management contract with Gilbert & Pacific 
Associates. 

Mr. Gary. Who are they? 

Mr. Baron. They are a private company in the electrical engi- 
neering field. 

Mr. Gary. From Japan? 

Mr. Baron. It is not a Japanese company but an American com- 
pany. I believe they have operated for the Army in Korea as well 
as in Okinawa. They are a company of expert engineers. 

Mr. Gary. They are actually operating the powerplant under the 
supervision and control of the United States Army? 

Mr. Baron. That is correct. 

Mr. Gary. And the profits from the operation go to the Ryukyuan 
Government? 

Mr. Baron. The profits in the sense that it is from the sale of 
electricity furnished to the Ryukyu Electric Power Corp. goes to 
support the Ryukyu Government. 
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Mr. Gary. The chief user is the United States; is that right? 

Mr. Baron. Yes, probably 70 percent of the power used is by the 
United States. 

The Gilbert & Pacific Associates, of course, hire a great number of 
Ryukyuan personnel in carrying out their work both in the plant and 
in connection with the operation of the transmission lines. 

They are training the Ryukyuan workers to do this work. 

Mr. Gary. Does the United Nations aid fund spend any money in 
the Ryukyuans? 

Mr. Baron. No, sir; they do not. 


Lonc-RanGe Economic Aip PROGRAM 


Mr. Narcuer. General, I note that you say the United States 
contemplates long-range programs extending over a 5-year period. 

As far as irrigation and power is concerned, what does your 5-year 
plan consist of? 

General Marquart. May I make a statement off the record? 

(Discussion held off the record.) 

General Marquart. The items that you mention normally are 
associated with land area reclamation. They are public works 

rojects which will develop areas into which will go the people who 

ave been displaced from their lands on the islands, plus those who 
will be discharged from construction labor and will want to go back 
to the land. They must find new land in those particular areas. 

Unless there are access roads, unless there is power, unless there are 
schools, and certain water control systems put in that land cannot be 
developed. 

There is also a great deal of disease control which must be done in 
the various islands. 

Those types of long-range programs are the ones to which I refer. 

Mr. Natcuer. Some $114 million has been expended since the year 
1950 according to the figures submitted to this committee. 

I am just wondering, under this 5-year plan, whether you have 
any ideas as to the approximate cost of the projects which you have 
outlined here. 

Mr. Baron. I would hesitate to guess at this point. The plan is 
in its initial stages of development, and it will, of course, depend a 
great deal upon the magnitude of the military installation on the 
various islands. 

(Discussion held off the record.) 


GOVERNMENTAL SERVICES 


Mr. Natcuer. Is the item which you have listed here for fiscal 
year 1956 in the amount of $1,515,000 to be utilized for economic 
assistance? 

Mr. Baron. That consists of $500,000 for governmental services, 
as an aid to the Ryukyuan Government. 

Mr. Natcuer. Govermental services such as what? 

Mr. Baron. Such as the police activities, and the public health 
activities which we mentioned before. 

Mr. Natcuer. In other words, governmental activities? 
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LAND DEVELOPMENT PROGRAMS 


Mr. Baron. Yes, sir; $385,000 of that is part of land development 
programs. Approximately $220,000 of it is in connection with sea- 
wall building for protection of land, and reclaiming land along the 
ocean shores, and approximately $165,000 of it is in dams, weirs, 
and canals constructed to open up new areas into rice paddie cultures. 


SCHOOL CONSTRUCTION 


The other item in the budget is school construction, which makes 
up the balance of the amount. 

Mr. Hopper, do you have that amount? 

Mr. Hopper. School construction in 1956 is $600,000 even. 

Mr. Natcuer. The question was asked a few minutes ago as to 
whether or not the United Nations organization was rendering any 
assistance in the Ryukyus by way of technical assistance. I believe 
you stated that no assistance was received through this program; is 
that correct? 

Mr. Baron. That is correct. 

Mr. Narcuer. No assistance is received from any program wherein 
the United States contributes any money other than the appropriation 
that you gentlemen are asking for today? 

Mr. Baron. No; there is none. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 


APPROPRIATIONS SINCE 1950 


Mr. Wiaaieswortu. On page 1 of your general statement, General, 
you gave us comparative figures for 1950 to 1955, inclusive. 

Are those strictly comparable, in terms of area, or do the first 
figures include territory that we are not concerned with in this request? 

General Marquart. Well, there was a reversion of the Amami area, 
which was originally in the Ryukyus group, and which initially was 
funded by GARIOA for relief and aid purposes. 

However, there has been no fundamental change in the area under 
consideration, or in the population, except that occasioned by the re- 
version of the Amami area. 

Mr. WiaGieswortu. As I recall it, a considerable portion of this 
appropriation originally went to Japan or in that general area. Is 
that included, for instance, in the $51.9 million figure which you have 
given us for 1950? 

General Marquart. No, sir; these figures are exclusively for the 
Ryukyuans themselves. 

Mr. Wiceiesworru. All of the figures which are contained in the 
table which you have given us are applicable to the territory we are 
talking about now? 

General Marquart. Plus the Amami group originally. 

Mr. Baron. The Amami reversion was on December 25, 1953. 

Mr. Wice.eswortn. The bulk of the reduction in the appropria- 
tions came before that time? 

Mr. Baron. I think it represents a greater development of the 
overall economy, and the reduction in the appropriations reflects the 
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fact that it very quickly got back into production of its fundamental 
requirements. 

Mr. WiaGLeswortn. How much of the total went to the area that 
is now excluded? 

Mr. Baron. About 25 percent. 

Mr. WicGiteswortu. Twenty-five percent of it? 

Mr. Baron. That is a rough estimate. 


DISCONTINUANCE OF DIRECT COMMODITY IMPORTS 


Mr. WicGLeswortnu. You state at the bottom of that page that in 
1955 direct commodity imports were discontinued, and approp1 iated 
funds were requested of the Congress to finance approved grants in 
aid projects. 

There does not seem to be any material reduction in dollars and 
cents, however, as a result of that discontinuance. 

General Marquart. That is a procedural change, sir. 

I will ask Mr. Baron to explain how these funds were originally 
constituted into a counterpart fund when we bought American com- 
modities and brought them in. When that was discontinued, we 
had to use dollars for a direct conversion. 

Mr. Wiceteswortu. It did not decrease the dollars and cents 
which Uncle Sam is called on to put up? 

General Marquart. No, sir. 

Mr. Baron. The change from a direct GARIOA import to a com- 
mercial import was made possible by opening up commercial imports 
by the various Ryukyuan companies; 1951 was the first time that 
they started importing on their own account and engaged in foreign 
trade. It has now completely eliminated the direct United States 
procurement for those particular islands, and taken over the entire 
job,-so that all requirements for the Ryukyuan Islands for every com- 
modity that they import are handled by Ryukyuan businessmen on 
their own accounts. 

I might add that there is a special case of rice which is imported 
under a contract of the Government of the Ryukyuan Islands with 
the Government of Burma. 

Mr. WiacLeswortH. What caught my attention was the fact that 
you stated that in 1955 direct commodity imports were discontinued, 
yet looking at the 1955 appropriation and the 1956 request, they do 
not seem to reflect any substantial decrease in Federal financing. 

Mr. Baron. It reflects a decrease in the United States Govern- 
ment appropriated funds; the job is taken over by the commercial 
man in the Ryukyus, and is supporting him and developing its re- 
sources to import these items. 

Now, they develop their own resources or their own earnings 
primarily through labor and services given to the occupation, plus 
the export of commodities primarily to “Japan. 

Mr. WiccieswortH. Where in that table is a decrease reflected in 
Federal financing? 

Mr. Baron. I do not have the table here in front of me, but in 
1951, for example—— 

Mr. Wicciesworrtu. I am talking about 1955 and 1956. 

General Marquart. There is a slight increase. 
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Mr. Baron. The total was $2.950 million in 1954, but $3.068 million 
in 1955. 

Mr. WiecLeswortH. My question was: Why does not the appro- 
priation come down if you do not have to pay for any direct com- 
modity imports? 

Mr. Hopper. In 1955, we ceased these direct commodity imports 
which were paid for w ith appropriated funds, and we substituted 
instead the effect of grants-in-aid by which we actually asked for 
about $1.5 million to apply to contributions to Government services, 
the building of schools, and the undertaking of reclamation projects, 
and things of that kind. 

General Marquart. I believe we had an administrative change 
there, also, where the Army caused us to charge the cost of adminis- 
trative per ‘sonnel to this budget previously maintained by the Army 
budget. That inflated the total fund figure in a small degree. 


LAND RECLAMATION 
REVOLVING FUND 


Mr. WIGGLESWORTH. How about this revolving fund to which 
you refer on page 5? What was the result of the merger of the 
Ryukyuan reconstruction finance fund, and the residue of the counter- 
part fund account? 


RYUKYUAN RECONSTRUCTION FINANCE FUND 


Mr. Baron. I might explain that by giving you the nature of the 
Ryukyuan reconstruction finance fund. It is a fund established by 
the United States Civil Administration to take care of and provide 
long-term financing to Ryukyuan businesses, and for Ryukyuan 
housing. This was built up and started in 1951, and it has continued 
to date, and now has approximately $14 million in B yen loans out- 
standing. Now, these loans have been borrowed through the years 
by various businessmen and various householders to build their bus- 
inesses and rebuild their houses; they are all made on an installment 
loan basis. The loans are repaid and are reloaned to other borrowers. 
This activity has resulted in a great deal of reconstruction of the native 
economy by reason of the presence of this long-term credit. It is the 
only substantial long-term credit that there is in the islands. 

Mr. WiGcGLeswortn. Is it contemplated that this $2 million 
revolving fund will be available over and above annual appropriations? 

General Marquart. No, sir; I think what we try to represent there 
was that our own revolving fund in existence, pooled with the appro- 
priations we are asking for to augment them, will give a circulation 
of something like $2 million ac tively engaged in rehabilitation for an 
appropriation request of $385,000 requested for this purpose from 
1956 carryover appropriations. 

I wanted to show that we are not trying to rebuild the whole 
economy by giving them funds, and not putting them on a business 
basis of procurement and liquidation in order not, of course, to com- 
pete with any activities of that nature by the loc al government. 

You combine the effects of the two funds, but actually the dollars 
are administered by the bank which administers the revolving fund, 
and the bank is the trustee for the revolving fund also. 
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Mr. Baron. Actually, it is a way of stating that approximately 
$2 million worth of B-yen will be repaid during fiscal year 1956 by 
the borrowers of Ryukyuan reconstruction finance funds, and the 
bank will take that $2. million and reloan it to other people. 

In addition to that, the $385,000 appropriation here will provide 
for the construction of these dams and seawalls, which is another 
economic asset to the country. In addition to that $385,000 approxi- 
mately $2 million of new office buildings, store buildings, housing, 
manufacturing establishments, and so on, will be built through feats 
loaned by the Ryukyuan reconstruction finance fund. 

General Marquart. We are using a combination of new funds 
requested and what they already have on hand. What they have on 
hand is their own money. It is a residue from the counterpart fund 
ee originally generated by our appropriated fund imports in 
the past. 

Mr. Baron. It is, in effect, used over and over again as long as it 
is borrowed, and the fund is technically to be used solely for the 
development of the Ryukyuan economy. 

Mr. WiccLeswortu. But, in effect, it represents Federal funds 
over and above what are asked for in this request; is that right? 


ORIGIN OF RECONSTRUCTION FINANCE FUND 


Mr. Baron. It has been determined by the Comptroller General 
that they are not classified as Federal funds, and that they can only 
be used as a revolving fund for the development of the Ryukyuan 
economy. They were initially established by the GARIOA appro- 
priations which existed in 1950, 1951, and 1952. Those larger appro- 
priations, rather than being used just once, were used to bring in the 
goods, and when the goods were sold, the proceeds from the sale of 
the goods were, in effect, put into this fund for Ryukyuan rehabilita- 
tion, and were used and loaned initially to one person, and as he pays 
back, they are loaned again to another person, all for the development 
of the Ryukyuan economy. 

Mr. PassMAN. Eventually, when there is no other need for this 
particular revolving fund, who would own the $2 million, the United 
States Government, or the Ryukyuan Government? 

Mr. Baron. It would not be a Federal general fund, according to 
the Comptroller General of the United States. 

Mr. WiecieswortH. What would it be? 

Mr. Baron. It would be a fund of the government of the Ryukyu 
Islands, and the United States civil administration, and can be only 
used in that area. 

I might add that the economy needs a great deal of long-term credit 
to restore itself. This job is not done by a long shot. The Ryukyu 
reconstruction finance fund is being used for rebuilding industry, 
commerce, and housing. 

Mr. Wiaccieswortnu. In determining the need in this field, you 
must take that fund into consideration as it affects directly what we 
appropriate in addition: does it not? 

Mr. Baron. That is correct, and these moneys have already been 
taken into consideration, and hence, the GARIOA appropriation 
has declined with the development of funds such as this, and the 
putting of the economy back on its own feet. 
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I think that is the substantial difference in late postwar, as opposed 
to the early postwar period, which was characterized merely by 
getting the people under some sort of shelter, and preventing disease 
and unrest. 

Since 1951, it has been characterized as the development of the 
economy in commerce and industry, agriculture and fishing. It is 
this long-term credit application that has one of the greatest effects 
in the development of the local economy. 

Mr. WiceLeswortuH. As a practical matter, when you come to us 
now and say you would like $385,000 for this purpose, do you know 
specifically what that $2 million, or whatever amount is already 
there, is going to be used for in fiscal year 1956? 

Mr. Baron. We know that it will be lent to a great number of 
borrowers for industry, commerce, housing, agriculture and fishing. 
We do not know at the present time, of course exactly how much is 
going to be lent to any particular person. 


BASIS OF ESTIMATE FOR LAND RECLAMATION 


Mr. WiccieswortuH. How did you arrive at this $385,000 figure? 

Mr. Baron. The $385,000 is the cost of a number of dam projects 
which are designed apart from the area that this RRFF covers. 

The financing fund will be given to the GRI to lend to agricultural 
associations, who will pay this back to the Government under a 
separate program over a long period of time of, say, 15 years, and this 
particular money will be used specifically to build those dants, and to 
replace the seawalls in connection with land reclamation. 

Mr. WiaeteswortH. The $2 million cannot, as a matter of law, 
be applied to those projects? 

Mr. Baron. It cannot under the USCAR law, but there is no 
general law against it. However, the $2 million is not even enough 
to meet the requirements of the Ryukyuan reconstruction finance 
fund, as yet developed. So, other grants to the Ryukyuan recon- 
struction finance fund must be made in addition to this $2 million 
from local resources. 


Lone RANGE REHABILITATION PROGRAM 


Mr. Wice.LeswortH. You talk about restoring and rehabilitating 
the economy. Are we not in fact going a long way beyond that if 
these long-range programs are put into effect? 

Mr. Baron. The long-range program of the dam construction? 

Mr. WiaeieswortH. Well, you speak here of the program that is 
under consideration. 

Mr. Baron. You mean the economic program? 

Mr. WicGLteswortuH. Yes; are we not going a great deal further 
under those programs than merely restoring the economy which was 
there before we arrived? 

Mr. Baron. I might say this: The economy that was there before 
we arrived is impossible to restore, because the United States is 
using too much of the land resources. 

Mr. WigeLeswortu. I understand that, but when these long-range 
programs are concluded will not conditions in the Ryukyuas be far 
better than they were before we went in there? 
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Mr. Baron. May I go off the record on this? 

Mr. Wiceieswortn. Well, I would like an answer for the record, 
and then you can explain it off the record. 

(Off the record discussion.) 

Mr. Baron. You must remember that the Ryukyu Islands were the 
47th prefecture of Japan at the end of the war, and during the war, 
as well as before the war, the goal is to bring it up to be reasonably 
comparable to Japan. However, Japan has progressed somewhat 
since the prewar period, and it is anticipated that the Ryukyuan 
Islands will also progress at the same ratio as Japan has progressed. 
I believe right now that their biggest deficit in the standard of living, 
and in the restoration of the economy at the present time, is the fact 
that housing has not been restored for the bulk of the people on the 
islands. 

But, generally speaking, now they are earning almost all of their 
own requirements as evidenced by the fact that the economic aid 
appropriation has gone way down and is not a large portion of their 
total requirements, being only $1.5 million out of the total requirement 
of some $60 million. 

Mr. WicGLeswortH. So, it is a Japanese yardstick? 

Mr. Baron. It is a Japanese yardstick; however, may I say that the 
standard of living has not reached the prewar standard of living, pri- 
marily because of the fact that the housing and city development has 
not been advanced or has not been done to an extent which can 
approach the prewar standards. 

Mr. Gary. When you talk about prewar standards, are you talking 
about prewar standards of the Japanese, or the native prewar standard? 

Mr. Baron. The native Ryukyuan standard. 

They were better housed before the war than they are at the present 
time. Of course, housing was literally destroyed in the battle of 
Okinawa when we overran the area which contained the heaviest 
population. The southern part of Okinawa was heavily populated, 
and that is where the battle took place, and where all buildings were 
destroyed. Almost no buildings were left standing. 


INFORMATION AND EpucaTion PROGRAM 


Mr. WiacLeswortu. I understood you to say that for the informa- 
tion and education program you were requesting $455,000 as compared 
with $468,000 for the current fiscal year; is that right? 

It represents a decrease of $13,000? 

Mr. Baron. $13,000 from the amount in 1955. 

Mr. Wicea.teswortu. I[ also understood you to say that $180,000 
required in that field in 1955 was being transferred by direction of the 
Bureau of the Budget to ‘‘Administration expenses.”’ 

Mr. Hoprrr. That is correct, sir. 

Mr. WiacieswortH. Does that mean you are going to spend 
$167,000 more for information and education in 1956 than you spent 
in 1955? 

Mr. Hopper. No, sir. Asa matter of fact, we are spending $13,000 
less than in 1955. 

Mr. Wicc.ieswortuH. But, if you take $180,000 and transfer it to 
‘“‘Administation expenses,”’ it would seem as though the decrease should 
be a lot more than $13,000. 
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Mr. Hopper. Actually, under “Information and education ma- 
terials,’ which is the civil information and education program, we had 
$193,000 in 1955. In 1956 we are asking for $180,000 which is now 
carried under ‘‘Administration.”’ 

Mr. Wieeieswortu. Well, if it is transferred into ‘Administration 
funds,” it is no longer under “Information and education.”’ 

Mr. Hopper. That is right, sir, although it is still referred to as 
‘“Tnformation and education materials.” 

Mr. WiaGteswortH. You mean that you presented your figures 
one way, and your explanation of them another way? 

Mr. Hopper. Yes, sir. 

General Marquart. Actually, I do not understand why the “Infor- 
mation and education materials’? should be transferred to ‘‘Adminis- 
tration,’’ but the Bureau of the Budget said to do it, and it shows up 
as an increase of $180,000 in the ‘‘Administration”’ item. 

Mr. Wiaaieswortu. Looking at page 7 of your justific ations, there 
is a table reflecting decreases and additions as between 1955 and 1956. 


GOVERNMENTAL SERVICES 


Why does the “Governmental service” item increase from $275,000 
to $500,000 in 1956? 

Mr. Hopper. Mr. Baron, can you indicate what the additional 
funds are primarily for? 

Mr. Baron. Yes; it represents a greater contribution to the fields 
of public health and police, and a lesser contribution to the GRI i 
the field of long-range rehabilitation, and school construction. 

Mr. WiGGLesworTH. But, long-range rehabilitation and _ school 
construction is carried separately in this table. 

Mr. Baron. That is correct. Those items have been reduced, and 
the governmental services has been increased. 

Mr. WieeLeswortH. The item which I am talking about is item 
No. 1, “Governmental services.”’ 

Mr. Baron. That is correct. 

Mr. WiaGieswortH. That item has increased from $275,000 to 
$500,000. 

Mr. Baron. That is right. It represents a greater contribution by 
the United States, as aid in the fields of public ‘health, and in the field 
of police. At the same time, however, the total contribution of the 
United States to the GRI is substantially the same in both years. 
However, in the previous year there was a greater contribution to 
long-range rehabilitation, and school construction over 1956. 

Mr. WiceLesworth. I am not talking about items No. 2 and 3 
[ am trying to find out what that $225,000 increase represents. 

Mr. Baron. It represents an increase in contribution for public 
health and police work. 

Mr. WieGLeswortnH. You stated, I think that it amounts to about 
23 percent of the total? 

Mr. Baron. That is correct. 

Mr. WieeLeswortH. What was the contribution in this year, 
percentagewise? 

Mr. Baron. It was about half of that. 

Mr. WicGLeswortn. It vies something like 15 percent? 

Mr. Baron. Yes/sir; 10 or 15 percent. 


63859—_55——6 
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Mr. WieeLeswortH. Why the increase? 

Mr. Baron. The increase is a recognition that the United States 
should pay a greater share of these expenses in aid to the Ryukyuan 
Government. 

Mr. WiacteswortH. How did you arrive at that figure? This is 
the largest percentage you have ever paid, is it not? 


BASIS FOR INCREASE 


Mr. Baron. For example, before 1955 all the aid that was given 
to the Ryukyuan Government was not earmarked as police or public- 
health or long-range activities, and we attempted to earmark it in 
order to get greater benefits, psychologically from the expenditure of 
funds for the Ryukyuan people, so that they could identify the United 
States aid, for example, with school construction or long-range rehab- 
ilitation or public-health activities or police activities. 

I think that the theory on 1956 is to increase our grants for the 
health and police. It was determined that it would be desirable for 
the United States to recognize a greater interest and to provide a 
greater aid in these facilities and to reduce the aid in the long-range 
rehabilitation and school-construction activities. 

Mr. WiceieswortH. How much of the $225,000 is for public 
health and how much is for police? 

Mr. Baron. In the total of the $500,000, it is at the ratio of 180 to 
320. 

Mr. Wiaeieswortu. In other words, $180,000 for police? 

Mr. Baron. $180,000 for police, and $320,000 for public health. 

Mr. WiaateswortH. What was it this year? 

Mr. Baron. Governmental services this year? 

Mr. WIGGLEswortu. Yes, sir. 

Mr. Baron. It was substantially the same ratio as exists in 1956, 
but applied to only the $275,000. The overall expenditures for both 
years in the two fields by the GRI is approximately the same. 

Mr. Wicetesworts. I am talking about the $275,000. 

Mr. Baron. That is correct. 

Mr. WiaeGLeswortH. I am leaving the overall out of it. How 
much did we contribute for police, and how much did we contribute 
for public health? 

Mr. Baron. I would have to furnish that information. 

Mr. Wiae.iesworru. If your statement is correct, as to the ratios, 
i to be about $100,000 for police, and $175,000 for public 

ealth. 

Mr. Baron. That is correct. I am trying to verify the figures. 

Mr. WiGGLEeswortH. Suppose you furnish those figures for the 
record, when you revise your remarks. 

Mr. Baron. I expect that would be better, because I do not have 
them right here. 

(The information requested follows:) 
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Contributions to Government services 
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Fiscal year 1955 Fiscal year 1956 
Govern- Govern- 
ment of United | r ment of United 1 
Ryukyu | States Potal Ryukyu | States Total 
Islands ah tibile, iss | Islands 
ie hase a eae OES SSR oe ene fees semen inven 
| | 
Police and public safety_-. heActii io $958, ~~ $42, - | $1,000, 000 $595, 000 | $180, 000 | $775, 000 
PUG teh Ska ode be wew schema 95. 2 | 100 | 76. 8 | 23. 2 > | 100 
Health and sanitation. Seine ---| $1, 167, 000 | $233, oon | $1, 400,000 | $1,080,000 | | nS Goo $1, 400, 000 
PU cneiwidddacasceuhspecuny 83.4 16.6 100 77.1 22 100 
| — |- 
Re he oa eh eaen ke se $2, 125, 000 75 | $1, 675, 000 | $500, 000 $2, 175, 000 
Percent_- i scee 88. 5 | 11.5 | 100 | 77.0 | 23.0 | | 100 














CIVILIAN PERSONAL SERVICES 


Mr. WiGGLeswortH. On page 8, under “‘Personal services, civilian,’ 
I see an increase from $860,000 to $954,325, an increase of $94,325. 
Is that for American personnel, or native personnel? 

Mr. Hopper. It is both, Mr. Wigglesworth—$64,325 represents the 
cost of Ryukyuan native personnel which previously were paid out of 
counterpart funds, but inasmuch as accumulations are no longer 
being made on the B-yen counterpart fund, it is necessary to carry 
these people on appropriated funds. 

Mr. WicGieswortH. They were paid out of counterpart funds in 
fiscal 1955? 

Mr. Hopper. Yes, sir. 

Mr. WiccLeswortu. The balance of $30,000 represents what you 
told us about replacing military personnel with civilian personnel? 

Mr. Hopper. Yes, sir. 

Mr. WiaGLeswortH. Does it, or does it not contemplate an increase 
in the number of persons involved? 

Mr. Baron. It contemplates only an increase in the sense that 
certain people are taking the place of military personnel, but 2 military 
personnel are reduced for 1 civilian added on, so in effect there is an 
overall reduction in personnel. 

Mr. WicGLeswortuH. It would be an overall reduction as far as 
Americans are concerned. There would be the same number of native 
personnel, and a reduction in the ratio that you just indicated, as far 
as American personnel are concerned? 

Mr. Baron. That is correct. 


PUBLIC HEALTH PROGRAM 


Mr. Fenton. Can you tell us what they are doing in regard to 
health and who is conducting the health program? 

Mr. Baron. The United States Civil Administration has a public 
health and welfare section which is staffed by both civilian workers 
and military workers. Two of the workers are medical military 
people who are engaged in developing the health activities of the 
natives, through the government of the Ryukyu Islands. 

The Government of the Ryukyu Islands actually has a public health 
department which carries on support of the leprosy program, and the 
support of health as well as the support of certain hospitals and the 
operation of a medical group. 
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The United States develops these programs. For example, they 
have a program whereby native doctors are taken into the Army 
hospitals and given certain training, and then put back out into the 
native field, in order to improve their abilities in carrying on the 
practice of medicine. ‘They have many preventive programs. They 
have X-ray programs, thd they have, of course, private practice of 
the Ryukyu practitioners which is developed at all times along with 
the government program. 

Mr. Fenton. Are any of our Public Health Service people located 
there? 

Mr. Baron. We have had a military person who was with the 
Public Health Service, before he recently came into the military 
service. During his military service, he was the chief of our public 
health de ._partment of the United States civil administration. 

Mr. Fenton. How many Americans are there now? 

Mr. Baron. Do vou mean altogether on the island? 

Mr. Fenton. Yes; on the islands. 

Mr. Baron. There are approximately 40,000. It varies from time 
to time by changes in military population, ‘of course. 

Mr. Fenton. What is the morbidity rate among the peple there 
at the moment? What diseases do our people contract while they 
are there? What I am trying to establish is this: Is our medical 
program helping the population, and particularly our own? 

Mr. Baron. Yes, sir; it is. It is designed to prevent the spread of 
diseases into the military establishment, and it has been very effective 
in that area. We have one peculiar disease to the area, that is more 
important there than in any other place, and that is the disease of 
encephalitis. We have a slight epidemic of that disease every sum- 
mer, and the answer for prevention of it just does not exist at the 
present time. However, malaria is no problem, and none of the other 
diseases are a problem at the present time, in connection with spilling 
over from the natives into the military establishment. 

Mr. Fenton. How prevalent is encephalitis? 

Mr. Baron. We have, perhaps, 80 to 100 cases every year, and 
there is quite a number of deaths in that group. I am not sure just 
exactly what the death rate was last year, but that disease does 
affect both the military and the native populations. 

Mr. Fenton. How many fatalities have we had, and how many 
cases have we had in the military of encephalitis? 

Mr. Baron. I believe we had last year about 15 to 20 cases in the 
military alone. We have a higher incidence of cases in the military 
than they had in the native population. As I say, they do not have 
the answer to that disease as yet. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Fenton. I notice that tuberculosis was quite prevalent. 

Mr. Baron. Tuberculosis is a problem in Okinawa much similar 
as it is a problem in Japan. It is probably the major disease that we 
have today. 

Mr. Fenton. How long has our program been going on, now? 

Mr. Baron. The formal program of the United States civil adminis- 
tration dates from 1950, when the United States civil administration 
was established. 
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Mr. Fenton. Is there any evidence of any reduction in the 
morbidity rate? 

Mr. Baron. Yes; there is. There is a reduction in the morbidity, 
and there has been a consequent increase in the population, but the 
rate of population increase now has turned down primarily due to 
the reduction of births. 

In other words, we are adding fewer people to our population this 
vear than we did the year before, but it is primarily reductions in 
births, rather than a reduction in morbidity. 


SCHOOL CONSTRUCTION PROGRAM 


Mr. Forp. Last year, on page 97 of the hearings, testimony was 
given to the effect that the estimated classroom requirement was 
5,000, but in the prepared statement today the classroom require- 
ment is given as 4,536. Will you explain the difference in the figures? 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. Baron. The 4,536 includes only the schoolrooms in the com- 
pulsory 6-3 program, and not what is known as the national schools, 
which cover the higher educational programs. 

I think that is where a difference will show up. This is the official 
program for the regular school term for compulsory education. 

Mr. Forp. Did you use a different formula when you testified last 
year, than what you are using today? 

Mr. Baron, No, sir; that 5,000 is a general figure, and is not only 
this construction program. The exact figure for this construction 
program is as we gave it here today, 4,536, but that is not all the 
schoolrooms in the Ryukyu Islands; there are, in addition to the 
compulsory schools, what is known as national schools. 

Mr. Forp. I am not convinced, because in the testimony given last 
year there was talk about the total classroom requirements. The 
testimony given this year is the total program of classroom require- 
ments. 

Mr. Baron. I might say the total classroom requirements are for 
the compulsory education, and that is what we are talking about here 
today. It may not have been clear last year, but that 5,000 included 
other school classrooms than this compulsory program. In _ the 
Government circles they treat this program specifically and set it 
apart. It is financed differently than the national school program. 

For example, this school construction program is a direct subsidy 
to school districts for the building of these specific schools, based on the 
population of that district. 

Mr. Forp. A careful reading of this testimony given last year does 
not define the difference the way that you are defining it now. Any- 
one reading this testimony of last year and reading the testimony 
given today would not see any particular difference. 

Mr. Baron. I am afraid that it is not clear on that point. 


NUMBER OF CLASSROOMS CONSTRUCTED 


Mr. Forp. In the testimony last year there is this statement: 


By July 1, 1954, 3,400 classrooms will be available for use, leaving a balance of 
1,600 to meet the actual needs. 
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On page 4 of the prepared statement given today to the committee, 
I read as follows: 

The total program for classroom requirements amounts to 4,536, 3,685 of which, 
or 81 percent, will be completed by July 1, 1955. 

Now, if you compare the figures for July 1, 1954, of 3,400 with the 
figure of 3,685 estimated to be completed by July 1, 1955, you will 
find that 285 classrooms have been completed, or will be completed in 
the 12-month period. 

As I understand it, during this current fiscal year, $820,000 has been 
made available for classroom construction; is that correct? 

Mr. Baron. $820,000; that is correct. 

The financing of the classrooms is carried through the Government 
of the Ryukyu Islands budget as a subsidy to each of the districts. 
The testimony of last year was based upon the budget as it existed 
at the time testimony was given. However, in the first part of this 
— or the last half of this fiscal year, there was a supplementary 

udget. There were additional revenues available to the Govern- 
ment which were poured into this program. This resulted in an 
accomplishment of more school buildings than was anticipated at the 
time the testimony was given last year. So we are in effect further 
ahead at this particular point than we expected to be a year ago when 
we gave the testimony. The answer is simply it was taken on in a 
supplemental budget of the Government of the Ryukyu Islands. 

Mr. Forp. It does not seem to me you have made as much prog- 
ress as you seem to forecast. Actually the construction cost in the 
12 months’ period was $820,000, and it has not resulted in very many 
classrooms being built. Are you going to do any better in the fiscal 
year 1956? 

Mr. Baron. Yes. The answer is that they built more classrooms 
than expected; there is no question about that, and the additional 
financing came from the supplementary budget of the GRI. 

I might add that GRI is a definite institution which has a legislature 
which does pass a budget and allocates its revenues, and they chose to 
allocate revenues for additional school construction in the supple- 
mentary budget. 

Mr. Forp. The only conclusion I can come to, based on a compari- 
son of the testimony, is that in the fiscal year 1955 you are only going 
to build 285 classrooms. Either the testimony given last year was 
incorrect, or the testimony you have given this year is inaccurate. 

Mr. Baron. The testimony last year was based on the conditions 
as they existed at the time, and that was prior to the establishment of 
the supplementary budget. We had no knowledge whether we would 
have a supplementary budget at that time or not. 

Mr. Forp. How many classrooms are you going to build in the 
fiscal year 1955? 

Mr. Baron. In the fiscal year 1955 we will construct 729. 

Mr. Forp. Then the testimony given on page 97 last year was 
inaccurate? 

Mr. Baron. It is inaccurate, and we do not attempt to convey the 
idea that it is exact. We encourage the native government to do as 
much as it can, and to spend as much money in its construction activi- 
ties as it can as opposed to its administrative activities. The building 
of the 729 is the result of their choosing to put some of their money 
into further school construction than was originally anticipated. 
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Mr. Forp. You are up to date and accurate and definitive in your 
testimony this year? 

Mr. Baron. That is correct as of right now. However, it may 
happen in the latter part of this next fiscal year their government 
may raise further revenues and be able to do more on its own account 
than we have shown right here. What we are showing you here 
today is what we expect them to do in the budget they will presum- 
ably pass at the end of this month. 

Mr. Forp. Out of the $820,000 which was available for school 
onamanonen in the fiscal year 1955, how many classrooms have we 
built? 

Mr. Baron. I can give you an approximate answer—340. 

(The following additional information was submitted later :) 


ComMPuULsoRY EDUCATION 


Schoolroom construction program in Ryukyu Islands 
Classrooms: 
Total requirements 
Number available on July 1, 1954 


Balance required 
Completed in fiscal year 1955: 


GARIOA funds ($820,000) 
Ryukyuan funds 


Balance required 


To be constructed in fiscal year 1956: 
GARIOA funds ($600,000) 
Ryukyuan funds 


PD BORO 5 ncn SHE é i did Semi diee dbiss iene Batw ca 
To be constructed during fiscal year 1957 


Mr. Forp. In this fiscal year you will build approximately 340 
classrooms? 

Mr. Baron. Out of the $820,000 in the economic aid for the fiscal 
year 1955. It is exact that we will build 729 classrooms total. That 
is an exact figure. 

Mr. Forp. Where will you get the additional funds to build more 
than the figure that you reported a minute ago? 

Mr. Baron. The funds to build the additional school rooms that 
we did not expect come through the supplemental budget which was 
passed probably in January or February of this year. It was a 
supplementary GRI budget, and revenues in that budget were put 
into this particular program to increase the school classrooms. 

Mr. Forp. The GRI supplemental is a local government program? 

Mr. Baron. That is correct. 

Mr. Gary. What does GRI stand for? 

Mr. Baron. Government of the Ryukyu Islands. We are dealing 
in effect with an independent government here in the sense that they 
prepare their budget. 
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Mr. Forp. The proposed expenditure for school construction is 
$600,000. How many classrooms do you anticipate constructing with 
that amount of money? 

Mr. Baron. 250. 

Mr. Forp. Your construction cost per square foot is estimated to 
be what? 

Mr. Baron. We have cut it down to $2.78 per square foot. 

Mr. Forp. As compared to $3.24 per square foot? 

Mr. Baron. That is correct. But it is not all a real cut. It is in 
a sense that the building is a little more bare this year than it was last 
year and the districts are expected to do the other things entirely on 
their own resources and not from government aid. 


POLITICAL STATUS OF RYUKYU ISLANDS 


Mr. Gary. I think that each year we have had just a brief state- 
ment in the record on the political status of the Ryukyu Islands so far 
as the United States is concerned. I wonder if you could give us that 
right now. 

General Marquart. The political status of the Ryukyu Islands is 
established by article 3 of the peace treaty which provides that the 
administrative, legislative and judicial authority rests with the 
United States. Therefore, the authority over the Ryukyus at present 
is vested in the President and he has transferred the responsibility for 
the administrative, legislative and judicial activities of the islands 
to the Department of Defense, which has in turn employed the De- 
partment of the Army as executive agent to conduct these activities. 

There is legislation before the Congress now to establish organic 
legislation for the administration of the islands. It has not yet been 
passed. 

Does that answer your question, Mr. Gary? 

Mr. Gary. What I was getting at primarily is that our rights in 
the Ryukyus are not subject to challenge? 

General Marquart. No, sir, they are not. The Government of 
Japan agreed to the assumption of those four responsibilities by the 
United States, and further agreed in the peace treaty to concur should 
the United States ask for a mandate to be created for the Ryukyus. 
That has not been proposed by the United States as of the present 
time. 

LOCAL GOVERNMENT FUNCTIONS 


Mr. Lanuam. Then how does the GRI fit into the strictly local 
government? 

General Marquart. It administers through legislative processes to 
the people of the Ryukyu Islands under the direct supervision of the 
United States Civil Administration fer the Ryukyus. 

Mr. Lanuam. That is done by the local people, by the inhabitants 
of the islands? 

Mr. Gary. By permission of the United States. 

General Marquart. They have an elected legislature. It is given 
all the authority that can possibly be given to it within the purview 
of article 3 of the peace treaty. 

Mr. Lannam. They have a system of local courts? 

General Marquart. Yes; they have a system of local courts. I 
believe the draft of the organic legislation now before the Congress 
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provides that no United States laws are applicable in the Ryvukyus at 
the present time unless specifically so indicated by the Congress in 
the bills pertaining to whatever matter is under discussion. 

Mr. Lanuam. The local legislative body there levies the taxes? 

Mr. Baron. Yes; they do. They establish tax laws applicable to 
the Ryukyuan people. 

Mr. Lannam. What is that legislative body called? 

Mr. Baron. The Legislature of the Government of the Ryukyu 
Islands. 

Mr. Gary. That is through permission of the United States, and 
the United States could dissolve the legislature tomorrow if it wanted 
to? 

Mr. Baron. That is correct. It was established by a civil adminis- 
tration proclamation. 

Mr. Gary. An act of policy of the United States in administering 
the affairs of the islands? 


REVENUE OF THE RYUKYU ISLANDS 


Mr. Narcuer. Under the GRI budget, what proportionate part, 
if any, is put up by the local residents of the islands through taxation? 

Mr. Forp. If the gentleman will yield there, I will say that last 
year a chart was put in the record showing the ratio over a period start- 
ing in 1950-51 up through 1954-55 on an estimated basis. I would 
suggest in response to your inquiry that that chart be extended. | 
think that that is a very important point. I was going to ask a ques- 
tion on it. 

Mr. Natcuer. I so move, Mr. Chairman. 

Mr. PassmMan. Without objection it is so ordered. Insert the chart 
in the record at this point. 

(The information requested is as follows:) 


Revenue of the Government of the Ryukyu Islands, fiscal year 1951 to fiscal year 1956 
{In B yen] 
| , 
Percent of 
program 
Expenditure | met by 
program | internally 
generated 
funds 


Internally 
Fiscal year generated 
revenue 


| Grant-in-aid 


1951 292, 411, 087 | 949, 242, 423 , 241, 653, 510 
1952. . - , cies , 034, 625,333 | 1,071, 122,952 | 2, 105, 748, 285 
1953 , 072, 867, 318 406, 394, 000 , 479, 261, 318 
1954 , 418, 261, 200 | 309, 540, 000 , 727, 801, 200 
1955 1__. , 566, 283, 900 | 402, 900, 000 , 969, 183, 900 
1956 (estimate) , 560, 000, 000 | } 400,000,000 | 1, 960, 000, 000 





1 Includes Meee mental budget adopted February 1955. 


Notse.—The estimated population of the Ryukyu Islands for January 1953, 1954, and 1955 was 756,000, 
771,000, and 875,000, respectively. 


Mr. Forp. You might tell Mr. Natcher what the current status is. 
Mr. Baron. Right at the present time the GRI is passing its budget. 
Their fiscal year. begins July 1. The current program of GRI calls 
for production of revenues substantially the same, or just slightly. 
over what they produced this year, which was 1,565 million yen, 
which is something under $14 million. The expenditure program will 
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probably be approximate around 1,960 million yen, or approximately 
$16 million. That will lead to a payment by the local people of 
approximately over 80 percent of the total cost of government. Last 
year we anticipated that there would be a little bit higher ratio than 
that; however, the government activities primarily in the reconstruc- 
tion activities are going up and it is impossible to get more than this 
particular amount of revenue from their own resources at the present 
time. So I believe I testified last year I expected it to reach around 
90 percent but I was overly optimistic at that point and it is going to 
be something over 80 percent. It has been that for this current year— 
approximately 80 percent. 

Mr. Forv. How do the per capita figures compare. Are they 
paying now more per capita than they paid before, or are they paying 
ess 

Mr. Baron. Oh, yes. I would say taxation is much more an 
important part of their life now than it ever was before, and you 
must remember that the primary resources are the taxes on income 
that are now earned by working for the Military Establishment 
which just did not exist before the war. They were all farmers, and 
‘ is rather difficult to collect taxes from a farmer on a bare subsistence 

asis. 

Mr. Passman. The increased taxation, though, is reflected in 
improvements in the islands—building, reclamation, and similar 
programs? 

Mr. Baron. Yes. I think that anybody that goes back there 
after being away for a year or so will be amazed at the changes that 
are made in the islands, and today in the native segment of the 
islands there has been a rather remarkable reconstruction program 
going on. 

Mr. Forp. Has the population been going up? 

Mr. Baron. Yes. It goes up a little less than 20,000 persons 
per year. 

Mr. Forp. If the per capita payment is greater and the population 
is going up, I would think that the total tax revenue would be corre- 
spondingly greater, but according to these figures that does not hold 
true. 

Mr. Baron. There is a tremendous difference between births and 
deaths, and the main increase in the population is babies as deaths are 
rather small. 

Mr. Fenton. I thought that the birthrate was going down. 

Mr. Baron. It was going down as compared to the previous year. 

Mr. Fenton. Where does the increase in population come from? 

Mr. Baron. From births, primarily, but my reference before was to 
the previous year. We have been waiting to see whether this rapid 
increase in population would turn down on improved economic condi- 
tions, and it has. It is showing evidence of turning down at the 
present time. My reference was only to that fact. 

Mr. Forp. It might be well for the record to show the population 
figures for the years covered in the chart that Mr. Natcher asked for 
and the per capita tax paid for each of those years, or the per capita 
revenue for the Government. 

Mr. Passman. Without objection the chart will be furnished. 

(Notre.—The information may be found on p. 87.) 








is 


- 
1 


Oo mw i 


OO tb mm SS 


ol 






TAX REVENUE COLLECTIONS, 1953-1956 





Mr. Forp. I am rather confused how the mathematics work out. 
[ think that it ought to be on the record. 

Mr. Passman. I might ask you to give the total amount of taxes. 
Place it on a per capita basis so that it will correspond to the years 
requested by Mr. Natcher. 

(The following information was subsequently supplied :) 









Tax INCOME 












The total tax revenue collections for fiscal years 1953 (actual), 1954 (actual), 
1955, and 1956, estimated totals in yen 895,490,159; 1,109,410,700; 1 182, 439,200; 
and 1,191,878,200 respectively. 

Based on total population figures per capita tax for fiscal years 1953, 1954, and 
1955 would total in yen to approximately 1,185, 1,440, and 1,506 respectively. 








Mr. Baron. I might say that the figures we are quoting are the 
current status of the proposed GRI budget which has not been adopted 
as yet, and which will probably be changed by a supplemental budget 
before the year is over. From past history it has invariably been 
changed during the year by supplemental action. 








LAND RECLAMATION PROGRAM 












Mr. Forp. Last year during the hearings we had for the first time 
this request for $475,000 for land reclamation. The question was 
asked whether or not this was a one-shot proposition, or a long-range 
program. It was indicated that no firm decision had been made. 

I gather now with the request for $385,000 that the one-shot theory 
has gone and we are now embarked upon a long-range program. 

Mr. Baron. Yes. I would not describe it as a one-shot program 
because there has been previous activity in this land development 
prior to last year’s activities. Primarily, it was done through the aid 
of counterpart funds back in the days when GARIOA imported 
goods generated counterpart fund yen. It is true we are going ahead 
with that program and we are going ahead primarily because it has a 
splendid psychological advantage of putting the United States in a 
position of restoring high-grade agricultural lands. That is why 
primarily we identify the United States in this activity. What we 
are really fighting is the proposition that we are destroying the agri- 
cultural economy by taking land out of agricultural production and 
using it for military purposes. 

Mr. Forp. What is the period of amortization of these projects 
that are included in this budget before us? 

Mr. Baron. 15 years. 

Mr. Forp. Have you completed the projects that were included in 
the budget for the fiscal year 1955? 

Mr. Baron. They are not completed as yet. The funds were 
made available in October for that program and it was started shortly 
after that time and is approximately two-thirds completed at the 
present time. 

Mr. Forp. When do you expect to complete them? 

Mr. Baron. We expect to complete them by the end of this year. 

Mr. Forp. By July 1? 

Mr. Baron. By the end of this calendar year. It may be that 1 or 
2 projects will carry over beyond that particular period, but all work 
is progressing under all projects at the present time. 
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-TERM CREDIT PROGRAM 


Mr. Forp. What is your record on your long-term credit program? 
Last year data were submitted for the record appearing on pages 


132 and 133 and thereafter of payments. 


made according to schedule? 
Mr. Baron. Yes. 
there, or in the collection of the 
say. 
Mr. Forp. Mr. Chairman, 
similar chart put in the record, 
Mr. PAssMAN. 
Mr. Baron. Yes. 
Mr. 
this point. 
(The information requested is 


Have 


funds. 


PassMAN. You will insert the information into the 


as follows:) 


the payments been 


There is no substantial change in the activities 
It is a good record, I would 


it might be appropriate to have a 
similar to the one submitted last year. 
Are you familiar with that page? 


record 


RywKYUAN LONG-TERM CREDIT PROGRAM 


Statement of Ryukyuan reconstruction finance fund loans (as of Mar. 31, 


Amount handled during 
this month 


Classification aia 


Number 


of leans Amount 


Loans applied _---. *F101,901,315.00 


| Number 


Total amount of this 
term 


| 
of loans Amount 


1, 735 |3376,707,095.30 | 


| Number | 
| of loans 


1955) 


| Grand total until this month 


since RRFF service com- 
mencement 


Amount 


13, 857 |! 32, 614, 768, 392. 50 





Okinawa.--....-.-- 
Miyako--.-.- 
Yaeyama 1, 381, 000. 00 | 


Loans approved __--- | 5g 22,5 273, 890. 00 | 


98, 403, 315.00 | 
2, 117, 000. 00 


1,447 | 349,049, 429. 50 | 
107 | 15,619,000. 00 | 
181 | 12,038, 665.80 | 


1, 528 | “279, 092, 804. 40 | 





19, 384, 290. 00 





Okinawa 

Miyako-.------ 787, 600.00 | 
a 2, 102, 000. 00 | 
Loans disapproved 6, 658, 830. 00 
Okinawa_-__- 2 
Miyako 1 
Yaeyama 1 


6, 236, 430. 00 | 
224, 400. 00 | 
198, 000. 00 | 


29, 526, 500. 00 


Loans disbursed __-___ | 143 


1, 265 | 258, 781, 538.60. 
7 | 8,712' 600.00 | 
176 | 11,598, 665. 80 
218 | 171, 389, 064. 00 

| 166, 611, 664.00 | 
9 | 3,763, 400.00 | 
11 | 1,014, 000.00 | 


1, 596 | 327, 236, 807. 50 | 


[2,293 | 
1, 821 621, 310, 046. 70 


12,681 | 
834 
342 


2, 379, 207, 283, 70 
108, 590, 540. 00 
126, 970, 568. 80 

11, 582 | 1, 813/850, 795. ® 

9,800 | 1,682, 572,780.10 
789 | 72, 752, 600.00 
943 | 58, 525, 445. 80 


“719, 151, 309. 10 


29 | 32, 361, 440. 00 
373 | 65, 478, 923. 00 


11, 302 | 1, 586, 215, 099. 00 





11 818, 000.00 | 
23 990, 200. 00 


i 
109 27, 718, 300.00 | 


1,332. | 308, 610, 037. 50 
80 | 7, 188, 000.00 | 
184 | 11, 438, 770. 00 





6, 634 
Okinawa......_. 6, 084 | 
BERN. Soo a5 333 
Yaeyama__- | of 


Principal due_- 19, 952, 471. 30° 

18, 154, 581. 10 | 
1, 111, 216. 80 | 

686, 673. 40 | | 


| 57,143 | 147, 448, 859. 40 | 


| 128, 890, 983. 10 | 
10, 725, 938. 30 | 
7, 831, 938.00 | 


51,977 | 
3,175 | 
1,991 | 


9, 565 1, 460, 717, 559. 00 
776 70, 196, 790. 00 
961 55, 300, 750. 00 


183, 503 457, 501, 690. 60 

169, 450 
8, 774 | 
5, 279 


411, 079, 445. 00 
26, 082, 604. 20 
20, 429, 641. 40 








Principal repaid -- ___| , 237 | 20, 155, 303. 00 | 


Okinawa.....---- 6, 738 
Miyako 


Yaeyama 


" 18, 678, 030. 10 
841, 519. 10 | 
635, 753. 80 


Principal in arrears. - 


5, 635, 476. 00 , 


55,667 | 141,826,807.60 | 
50,943 | 127, 605, 691. 20 | 
3 | 8,236, 453.40 | 

5, 984, 663.00 | 


0 





4, 929, 848. 40 
498, 164. 10 
_ 207, 463. 50 


Okinawa___--__- 
Miyako... __-- 
Yaeyama_-__.__-- 


0 
0 
0 


170, 523 | 1 424, 420, 339. 10 


382, 244, 853. 40 
23, 593, 119. 30 
18, 582, 366. 40 


33, 171, 351. 50 


165, 912 
8, 552 
5, 059 


“10, 298 
9, 449 | 28, 764, 716. 80 
625 2, 554, 559. 70 
224. | 1,852, 075. 00 





! 3,342 installments in a total of £5,838,307.70 represent those principal collected during the month out of 


those in arrears until the end of previous month. 
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Statement of Ryukyuan reconstruction finance fund loans (as of Mar. 31, 1955) 


Total amount of this 


Con. 

Grand total until this month 
since RRFF service com- 
mencement 


Number 


of loans Amount 
| 





this month term 
Classification a eee Tk le ee hee aa eee 
Number Number 
of Jeans Amount ofleene Amount 
| 6,626 | 4, 940, 555.00 | ¥41, 520, 931. 10 


Interest due_.......- 


Okinawa-.-.----- 
Miyako 
Yaeyama.-.._---.- 


Interest repaid 


Miyako 


Yaeyama..-.--..-- 


Interest in arrears... | 


Okinawa-.--.---- 
Miyako... 
Yeoyaime.....-.- 


Interest collected on 


loans on note. -. - -- | 


Okinawa.....----| 
SS ae 
Yaeyama......-- 


RREA“Y DOWN OF 
LOANS APPROVED 


House construction - - 
Okinawa ia 
Miyako : 
Yaeyama---_. 

House repairing 
Okinawa 
Miyako_-.--- 
Yaeyama-.-. 


Agriculture and fish- 
WE cdcich nouns 


Okinawa. -_-_----| 


Miyako : 
Yaeyama......- 


Commerce and in- 
GIG cnc ccnactusws 


Okinawa. --.-.-- 
Miyako-. 
Yaeyama.......- 


OUNM nn csc aesss ses 
Okinawa. 

Miyako........-- 
Yaeyama..------ 





4, 530, 335. 50 





51,761 | 37, 463, 337. 80 


188, 896 ¥ 125, 406, 912. 90 


174, 106 




















6, 077 112, 517, 464. 40 
333 | 261, 796. 90 | 3, 169 | 2, 532, 373. 70 9, 261 8, 289, 943. 60 
216 148, 422. 60 1, 993 1, 525, 219. 60 5, 529 | 4, 599, 504. 90 
7,029 5, 894,035.90 | 57,818 44, 956, 632. 00 182, 302 2 125, 040, 917. 90 
| 6, 531 5, 535, 317. 80 53, 497 41, 531, 541. 30 168, 353 112, 783, 972. 00 
280 220, 673. 80 2, 553 2, 166, 990. 80 8, 645 7, 924, 560. 70 
218 138, 044. 30 | 1, 768 1, 258, 099. 90 5, 304 4, 332, 385. 20 
2, 739 | 1, 508, 485.10 |---- 0 10, 301 7, 372, 016. 70 
2, 525 1, 333, 309. 30 | g 0 9, 449 6, 472, 281. 50 
152 | 126, 087. 70 | em 0 625 | 597, 310. 30 
62 49, 088.10 |......--.- 0 227 302, 424. 90 
| 
| 124 | 869, 157. 50 1, 357 4, 693, 058. 70 3, 150 11, 861, 534. 60 
97 | 859, 034. 70 | 1, 137 4, 562, 940. 10 2, 750 11, 666, 871. 20 
11 | 4, 356. 20 | 7 39, 683. 30 152 64, 046. 20 
16 | 5, 766. 60 | 142 90, 435. 30 248 130, 617. 20 
\—— — — = —o —— — — — — 
{ 
93 5, 656, 690. 00 1,005 93, 579, 904. 40 7, 269 639, 805, 853. 20 
82 7, 659, 090. 00 911 86, 106, 638. 60 6, 491 573, 844, 807. 40 
5 | 407, 600. 00 | 45 3, 627, 600. 00 492 43, 950, 600. 00 
6 | 590, 000. 00 | 49 | 3, 845, 665. 80 286 22, 010, 445. 80 
0 3 105, 000. 00 19 884, 000. 00 
| 0 2 60, 000. 00 15 696, 000. 00 
| 0 1 45, 000. 00 l 45, 000. 00 
| 0 0 3 143, 000. 00 
| = 2 
38 960, 000. 00 306 8, 339, 200. 00 2, 835 215, 427, 662. 70 
| 20 548, 000. 00 | 195 , 200. 00 2,111 194, 439, 662. 70 
5 90, 000. 00 | 11 505, 000. 00 181 5, 960, 000. 00 
13 322, 000. 00 | 100 30, 000. 00 543 15, 028, 000. 00 
| 
28 12, 657, 200. 00 211 | 158, 129, 700. 00 1, 300 790, 448, 280. 00 
22 | 11,177, 200.00 | 156 | 149, 121, 700. 00 1, 078 747, 732, 280. 00 
| 2 290, 000. 00 | 29 3, 535, 000. 00 114 21, 672, 000. 00 
| 4 1, 190, 000. 00 | 26 5, 473, 000. 00 108 21, 044, 000. 00 
= 3 | 18, 964,000. 00 109 167, 310, 000. 00 
: 0 2 17, 964, 000. 00 100 165, 351, 000. 00 
| 0 1 1, 000, 000. 00 2 1, 150, 000. 00 
ee  Bothuseana 0 7 809, 000. 00 


2 3,146 installments in a total of ¥1,617,213.90 represent those interest collected during the month out of 


those in arrears until 


the end of previous month. 


Interest repaid includes penalty assessments on past due interest. 
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Loans pending approval Approval loans partially 
and pending disburse- | Pending disbursement disbursed on promis- 
ment at close of period sory notes 

Classification 


Number 
of loans 


Number 
of loans 


Number 


of loans Amount 


Amount Amount 


|3#255,599,965.80 263 |3¥144,618,010.80 153 |3£91, 996, 246. 50 
| 21, 584,015. 80 | 161 | 16, 153, 360. 80 
19, 488, 750. 00 146 | 14,718, 095. 00 
1, 270, 600. 00 s 760, 600. 00 
824, 665. 80 7 674, 665. 80 
saecenasiennmanneeneiets ee 

0 

0 

0 
1, 140, 000. 00 
510, 000. 00 


377, 000. 00 
253, 000. 00 





2/8 


o88| 8] 222 2|888/8|.2.|- 
22/8... 
SS8!/8! 


485 
165, 
234. 

85, 


66, 546, 530. 00 
64, 667, 630. 00 
204; 000. 00 

1, 674, 900. 00 
19, 135, 566. 50 


18, 435, 566. 50 


NYP» | 9 
3s 
a3 





~ 
8 
oo 
= 
o 











Okinawa- - 
Miyako 
Yaeyama 


33 s| sae 8|\$33/8 
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Mr. Forp. What is the loss ratio of the loans that have been made 
out of this revolving fund? 

Mr. Baron. Well, our revolving fund has actually gained by the 
earnings from the fund. It has increased over and above the total 
capital contributed to it. There has not been a loss; there has been 
a net gain in the fund itself. 

Mr. Forp. How has that been accomplished? 

Mr. Baron. Just by collecting interest and paying all the expenses 
out of the fund and still having funds left over to add to the capital 
of the fund. 

Mr. Forp. In other words, you are running a bank out there that 
has been profitable? 

Mr. Baron. This fund is run by the Bank of the Ryukyus as 
trustee for the United States civil administration. It is the long- 
term credit that is available through the bank. The Bank of the 
Ryukyus generally does not loan for more than 3 years. This fund 
generally provides the loans for more than 3 years. 


LOSS RATIO 


Mr. Forp. Can you tell us offhand what your loss ratio has 
been? You must have had some losses and bad loans that had to be 
written off. 

Mr. Baron. I will have to insert that in the record. 

Mr. Forp. You might prepare it for a period of 2 or 3 years and 
see how that operation has been handled. 

Mr. Baron. We can do that. 

(The following information was subsequently supplied :) 


Loss Ratio 


As of March 21, 1955, outstanding loans amounted to 1,253,791,006 ven. There 
is a reserve for bad debts established against this total in the amount of 10,907,040 
yen. The reserve for bad debts is currently added to at the rate of 15 million 
yen per year. Increases in the loans outstanding in the first 9 months of fiscal 
year 1955 was 160,073,000 ven. The foregoing indicates a current loss ratio of 
less than 1 percent. 


PERSONAL SERVICES 


Mr. Forp. And will you also give us for the record under ‘‘Adminis- 
trative expenses’’ the number of persons who will be employed as 
Americans and the number who will be employed as natives? Do 
you have that information? 

Mr. Passman. May we have that for a 3-year period? Also, an 
explanation as to why there is an increase for American personnel. 

Mr. Baron. It will be difficult to do it for 3 years. 

(The following information was supplied later :) 


Unirep Srates Civit ADMINISTRATION (USCAR) ADMINISTRATION EXPENSES 
INCLUDING PERSONNEL 


1. By direction of the Bureau of the Budget the administrative limitation for 
GARIOA has been increased from $1 million in fiscal year 1955 to $1,210,000 in 
fiscal year 1956. This increase is to provide for the transfer of ‘Information and 
education materials and services’”’ ($180,000) from the civil information and educa- 
tion program which in fiscal year 1955 was not under the administrative limitation. 
It also includes $30,000 additional to pay approximately 10 civilians to replace 23 
military personnel. 
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2. Native personnel involved in the civil information and education program 
have been paid heretofore with counterpart funds. Beginning with fiscal year 
1956 they are included under “Information and educational materials and serv- 
ices” since counterpart is no longer being generated. 

Personnel assigned to USCAR: 


Average man-year employment 


Fiseal year | Fiscal year 
1955 1956 


(a) United States civilians | 127 135 
(6) United States military 47 24 
(c) Native (information and education personnel) 115 115 


3. The personnel under (a) and (b) above comprise the permanent staff of the 
United States civil administration. This staff is engaged in the general super- 
vision of all government activities in the Ryukyus. The supervision of the 
GARIOA assistance program represents only a small part of its activities. 

Mr. PassmMan. That will conclude the hearings, and thank you 
very much, gentlemen. 


SUBCOMMITTEE ON DEPARTMENTS OF TREASURY AND POST 
OFFICE APPROPRIATIONS 


J. VAUGHAN GARY, Virginia, Chairman 


OTTO E. PASSMAN, Louisiana GORDON CANFIELD, New Jersey 
ALFRED D. SIEMINSKI, New EARL WILSON, Indiana 

Jersey BENJAMIN F. JAMES, Pennsylvania 
JAMES C. MURRAY, [Illinois 


WEDNESDAY, JUNE 8, 1955. 


TREASURY DEPARTMENT 


WITNESSES 


ROBERT W. MAXWELL, COMMISSIONER OF ACCOUNTS 
WALLACE E. BARKER, JR., ASSISTANT COMMISSIONER FOR AD- 
MINISTRATION 


Mr. Gary. We will consider this morning the supplemental budget 
estimates for 1956, totaling $10,013,000, shown in House Document 
No. 171. These estimates are all in the Treasury Department. 

We will insert at this point in the record the bottom of page 17 and 
the top of page 18 of House Document 171. 

(The matter referred to follows:) 


TREASURY DEPARTMENT 
BurEAv oF Accounts 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $185,000.” 

Pursuant to the Revenue Act of 1954, enacted August 16, 1954, a penalty 
provision was included in the Internal Revenue Code for failure to deposit with- 
held taxes in Government depositaries as required by regulations. The Federal 
teserve banks charce 11 cents for each depositary receipt processed and their 
experience for the quarterly cycle, February through April 1955, indicates that a 


63859—55——_7 
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supplemental appropriation for 1956 will be necessary to enable the Treasury 
Department to reimburse the banks for processing approximately 1,575,000 more 
depositary receipts and to purchase more receipt forms and envelopes than con- 
templated in the 1956 budget. 


Coast GUARD 
OPERATING EXPENSES 


“For an additional amount for ‘Operating expenses’, $7,000,000.”’ 


RETIRED PAY 


“For an additional amount for ‘Retired pay’, $2,600,000.” 


RESERVE TRAINING 


“For an additional amount for ‘Reserve training’, $228,000.” 

Except for $110,000, the foregoing proposed supplemental appropriations are 
required to enable the Coast Guard to pay increased compensation to military 
personnel as authorized by the recently enacted Career Incentive Act of 1955. 

The $110,000 referred to is the amount required in 1956 under ‘‘Retired pay”’ 
based on Public Law 33, approved May 11, 1955, which made permanent the 
temporary increase in retired pay granted to certain members of the former 
Lighthouse Service. 


SALARIES AND Exprenses, Bureau or Accounts 


Mr. Gary. The first item is a supplemental estimate of $185,000 
for the Bureau of Accounts. The appropriation for Salaries and 
Expenses for this Bureau was increased by $85,000 in the second 
supplemental for 1955, making a total of $2,633,700 for 1955, as 
compared with $2,600,000 in the regular bill for 1956. The reason 


for the present estimate is the same as that for the $85,000 in the 
Second Supplemental Act of 1955. 
At this point we will insert pages 3, 4, and 6 of the justifications. 
(The matter referred to follows:) 


TREASURY DEPARTMENT 
FiscaL SERvIcE, BuREAU or AccoUNTS 
GENERAL STATEMENT 


Under the Currect Tax Payment Act of June 9, 1943 (26 U. S. C. 1622), em- 
ployers are required to withhold from the wages of employees amounts to be 
applied to their income tax liability. Rezgulations issued pursuant to this act 
provided that where the total amount of tax withheld by a single employer 
amounts to $100 or more monthly, such amounts must be deposited monthly in 
a Federal Reserve bank or other Government depositaries designated for that 
purpose. The Federal Reserve banks as fiscal agents of the Treasury Depart- 
ment issue to the taxpayer a validated depositary receipt which is filed with the 
quarterly return to the Director of Internal Revenue as evidence of payment. 
This method of paying tax currently provides the Treasury with earlier use of the 
funds. 

PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Treasury-Post Office Appropriation Act, 1956 (H. R. 4876), passed by the 
House of Representatives and the Senate, included $2,600,000 for Salaries and 
Expenses, Bureau of Accounts, Treasury. For this amount there was provided 
$717,735 for processing deposits of withheld tax payments, $685,000 of which 
was for reimbursing Federal Reserve banks for handling 6,225,000 depositary 
receipts for deposits of income, social security, railroad retirement, and excise tax. 
It also included $22,500 for printing depositary receipts and envelopes. The 
balance of $10,235 represented administrative expenses in connection with this 
activity. 

The Internal Revenue Code of 1954 included in section 6656 a penalty pro- 
vision for failure to deposit taxes in Government depositaries as required by 
reculations. The renalty was arriicabic to the rerio? after December 21, 1954 
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the first deposit thereunder being in February for the month of January 1955. 
On September 24, 1954, the Commissioner of Internal Revenue issued a circular 
to all district directors requesting that they review all quarterly tax returns for 
compliance with the deposit requirements. For those returns in excess of $300 
receivel without depositary receipts, the Director was requested to notify the 
taxpayer with respect to the penalty provisions. 

Based on revised estimates the Federal Reserve banks will be required to 
process 7,800,000 depositary receipts during the fiscal year 1956. This is 1,575,000 
items more than was included in the 1956 estimate (6,225,000). To reimburse the 
Federal Reserve banks at 11 cents (including 3 cents postage) for each depositary 
receipt processed and to supply the additional depositary receipts and envelopes 
required to cover this increase in volume, it is estimated that $185,000 additional 
funds will be required for the fiscal year 1956. 

Since section 6656 of the Internal Revenue Code of 1954 was not effective until 
January 1955, it was not possible to determine the effect of the penalty provision 
on the use of depositary receipts until after the first period had expired. Since 
taxpayers pay the amounts withheld into the Treasury the month following that 
in which wages are withheld, it was February before such taxes were paid and the 
first part of March before the reports were received and compiled. ‘Therefore, 
there was no opportunity at an earlier date to include a revision in our estimates 
of appropriation. 

About 40 percent of the additional amount requested herein is reimbursable to 
the general fund of the Tréasury under the authority of section 201 (f) of the 
Social Security Act as amended. This section provides that the managing trustee 
(Secretary of the Treasury) shall withdraw from the Federal old-age and survivors 
trust fund the estimated expenditures by the Treasury Department for the ad- 
ministration of titles II and VII of the act. Such withdrawals from the trust fund 
are covered into the general fund of the Treasury as repayments. 

For convenient reference there is attached a copy of Internal Revenue Circular 
54-93, together with a copy of Notice of Penalty Provisions of Law for Failure 
to Deposit Taxes. 

INTERNAL REVENUE SERVICE 


NOTICE OF PENALTY PROVISIONS OF LAW FOR FAILURE TO DEPOSIT TAXES 


The Internal Revenue Code of 1954 provides that a penalty shall be imposed for 
failure, without reasonable cause, to deposit taxes as required after December 31, 
1954. This penalty, in general, is 1 percent per month of the amount of the 
underpayment of the deposit for each month, or part of a month during which the 
underpayment continues. 

Taxes in excess of $100 imposed upon the payment of wages, and excise taxes 
reported on form 720, are required to be deposited in Federal Reserve banks or 
local banks authorized as Government depositaries. Deposits should be made 
as explained below: 


} 
Income tax withholding and Fed- | Wage taxes under the Railroad ern 
eral insuranee contributions (re- | Retirement Tax Act (return teen a 
turn form 941) form C'T-1) rors 


Month of quar- 
ter for which 
deposit is re- 

quired 


Month of quar- . fe 
ter for which aa due oA 
deposit is re- | 0 ors ment 

quired oe or before the—| 


Month of quar- 
ter for which 
deposit is re- 

quired 


Deposit duein | 
following month | 
on or before the— | 


| Deposit due in 

| following month 
|on or before the— 
i 





Ist month | 15th day. Ist month......| 15th day. ist month..-- 
2d month_.......} 15th day. | 2d month | 15th day. 2d month._....| Last day. 
3d month........| None required. | 3d month. __-- | Last day. 3d month......| None required. 








Use receipt form 450 | Use receipt form 515 | Use receipt form 537 


In the case of taxes reported on form 941 or 720 if the return is accompanied 
by depositary receipts showing timely deposits in full payment of the taxes due 
in each month of the quarter, an additional 10 days for the filing of the returns 
is allowed. 

If your tax return filed for the most recent quarter indicated that you ap- 
parently should have made deposits of taxes but failed to do so, there is enclosed 
with this notice an appropriate form of depositary receipt for your use in making 
your first deposit. Thereafter, the Federal reserve bank will mail to you with 
esch yelidsted reccipt a blank receipt form for use in mekinz your next deposit. 
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Further information relative to the use of depositary receipts may be secured 
by reference to the instructions given on form 941, form CT~1, or form 720, or 
from the district director of Internal Revenue in whose district you file your 
tax return. 

Mr. Gary. We have Mr. Robert W. Maxwell, Commissioner of 
Accounts, as a witness to testify on this item. Mr. Maxwell, would 
you care to make a general statement? 


GENERAL STATEMENT 


Mr. Maxwe .t. Yes; I will be glad to explain the reason for our 
request. 

As you gentlemen know, under the current Tax Payment Act of 
1943, employers are required to withhold from their salaries and 
wages of employees a certain amount to be applied against their 
income tax. Under regulations of the Secretary of the Treasury, 
every employer who withholds $100 or more each month is required 
to pay that money into the Treasury. Thereby the Treasury gets 
earlier use of those funds. Computed at the lowest interest rate (appli- 
cable to Treasury bills), it is estimated that the value of the earlier 
use of the funds to the Treasury in the last fiscal year, 1954, was 
approximately $25 million, and is approximately the same figure for 
1955—the current year—and somewhat more for 1956. 

The taxpayer has the privilege of paying his tax either to the Federal 
Reserve bank or a commercial despositary, but in either case the 
Federal Reserve bank gives him a depositary receipt as evidence of 
the payment of the tax. The taxpayer attaches such receipt to his 
tax return which is transmitted to the Internal Revenue Service. 
When they have completed processing the tax return, the depositary 
receipt is transmitted back to the Federal Reserve bank which issued 
such depositary receipt, where they check it with their record to assure 
there is no error, fraud, or duplicate receipts. We reimburse the 
Federal Reserve banks 11 cents for each such depositary receipt, 
which includes 3 cents postage. 

In our estimates for 1956, we estimated $717,735 to cover the cost 
of reimbursing the Federal Reserve banks and for printing depositary 
receipts and envelopes, which amount would process approximately 
6,225,000 depositary receipts. However, this estimate was made 
prior to the time the Internal Revenue Act for 1954 was enacted, 
which was approved in August of 1954. That act includes section 
6656, which provides for a penalty to be assessed against taxpayers 
in the event they fail to make payment to the Treasury as required 
under Treasury regulations. We were unable to determine the effect 
of this provision until in February 1955. The section was not effective 
until January 1, 1955, and the first month in which the taxpayer paid 
was in February, so it was the end of February before we were able 
to see what the results would be from this section. That was 3 weeks 
after our hearing before your committee for the 1956 estimates. 

We found there was a very material effect on the volume of deposi- 
tary receipts. The first month showed an increase of 35 percent over 
the preceding year, and, for the first quarter, which is a cycle of 
operations, it was 26.9 percent. So we have asked for a supplemental 
for 1956 of $185,000, which it is estimated will process 1,575,000 items 
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more than was included in the initial 1956 estimate. The $185,000 
is 25.8 percent increase which is slightly under the experience of the 
first 3 months. 


INCREASE IN DEPOSITARY RECEIPTS 


If you would like to bave a summary of the information we have on 
the volume for the past 4 months, I have that here. 

Mr. Gary. I think it would be well to insert that at this point in 
the record. 

(The matter referred to follows: ) 


Increase in depositary receipts processed under penalty provision of Internal Revenue 
Code of 1954 compared with prior year 


Increase 
a - year | Fiscal year 
955 


Number Percent 


+411, 425 | 
209, 920 


2, 724, 147 +621, 345 | 





Mr. Maxwe ut. There may be some question as to why the April 
figure is only 1.6 percent increase over the preceding year. The 
circular which was issued in accordance with Treasury regulations does 
not require a depositary receipt for the third month—the same month 
in which the tax return is filed. So the people to whom this notice 
was sent by the Bureau of Internal Revenue apparently did not pay 
the third month by use of the depositary receipt. 

Mr. Gary. Then it came back to 36.7 percent in May. 

Mr. Maxwe .t. That is right. You see, it goes in a cycle of 3 
months; so May and June will be large and July will drop off. The 
experience of the first 3 months is 26.9 percent increase. 

Mr. Gary. Would the 36.7 percent for May show some carryover 
from April? 

Mr. Maxwett. Not necessarily; because in the third month, when 
they send in their tax return, they just include a check to the Internal 
Revenue Service for payment and do not require a depositary receipt 
for the third month. So probably there is no carryover; probably 
it represents an actual increase for May. June will be large and July, 
the third month in the cycle, will drop off. 


OBLIGATIONS 


Mr. Gary. Can you give us your obligations by month to date in 
fiscal 1955? 

Mr. Maxwe .t. I can give the figures through May. The obliga- 
tions from July 1954 through May “1955 were $2,372, 000 against the 
account “Salaries and expenses, Bureau of Accounts.” We would be 
= to insert this information by months in the record, if you would 
ike 

Mr. Gary. I wish you would. 

(The matter referred to follows:) 
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Statement reflecting obligations by months for fiscal year 1955 


Obligations 


| 
Monthly Quarterly 


$297, 847. 86 
207, 910. 46 
232, 101. 90 
193, 584. 06 
212, 068. 86 
225, 597. 02 


189, 349. 17 
1 207, 981. 03 
284, 748. 68 
178, 679. 34 


1955: 





1 Ist month affected by increase in volume resulting from sec. 6646 of the Internal Revenue Code of 1954. 


COMPARISON OF DEPOSITARY RECEIPTS PROCESSED 


Mr. Gary. Can you also give us the number of depositary receipts 
processed by months since January 1, 1954? 

Mr. Maxwe.t. Yes, sir; I have a table right here. 

Mr. Gary. Mr. Maxw ell, I wish you would insert in the record at 
this point a table showing ‘simply the volume as shown in the first 
three columns of the table which you handed us, with May included. 
You have May? 

Mr. Maxwe.u. We have May. 

Mr. Gary. We will keep this complete table for committee use; 
but for the record I just want those first three columns with May 
added. 

Mr. MAxweELL. Yes, sir. 

(The matter referred to follows:) 


Comparative statement reflecting volume of withheld tar depositary receipts processed 
jor fiscal years 1953, 1954, 1955 





1953 =| «1954 1955 


222, 614 | 212, 341 244, 576 
CR cee woes ee a eee ke 561, 821 | 583, 915 583, 972 
September ; 640, 874 | 711, 905 | 


Subtotal : | 4,425,309 | 1,508,161 | —«:1, 518, 775 
993, 294 | 275, 126 | 246, 980 

528, 470 | 570, 172 565, 490 

676, 399 | 742, 579 743, 303 


1, 428, 093 1, 587, 877 1, 555, 773 





j “199, 940 247, 136 | 237, 900 
February 521, 366 | 544, 906 1 737, 958 
March 639, 928 | 731, 934 946, 134 


Subtotal 1, 361,234 | 1, 523, 976 | 


pies aie es it) OT CER seni RT Sig TE P| 218, 922 | 254, 757 
551,976 | 571, 205 

626, 765 692, 015 
Pe 


1, 397, 663 1, 517, 977 


| 5, 612, 299 6, 137, 991 








1 First month affected by increase in volume resulting from sec. 6656 of the Internal Revenue Code of 1954 





101 


BLANK FORMS AND ENVELOPES 


Mr. Gary. What is the number of depositary receipts and envelopes 
on hand as of January 1, 1955? 

Mr. Barker. Our stock has depleted somewhat in the last 5 months 
on account of the increased use, because we have not had sufficient 
funds to buy new stocks. On January 1, 1955, we had approximately 
about a 6 months’ stock. It takes about 45 to 60 days to get your 
stock in after it is ordered; so that we had about a 6 months’ stock on 
hand. 

Mr. Gary. Can you give us a statement showing receipts and 
issues by months to date? 

Mr. Barker. Yes. That would be the same volume as the de- 
positary receipts issued. 

Mr. MaxweE.u. Are you speaking about the stock? 

Mr. Barker. We use one depositary receipt for each item and one 
envelope for each item, assuming none are spoiled. 

Mr. Gary. So they would be approximately the same, then? 

Mr. Barker. They would be approximately the same—probably 
10 percent over, on account of spoilage and things of that kind. 


DETERMINATION OF AMOUNT TO BE REIMBURSED 


Mr. Gary. How is the amount of 11 cents per item, reimbursed to 
the Federal Reserve banks, determined? 

Mr. MaxweE tu. Last year we had a substantial cut in our appro- 
priation for the current fiscal year, 1955, and we were trying to find 
ways and means to get through the year without asking for a supple- 
mental. So we asked the Federal Reserve banks if they would see 
what they could do to reduce their costs. Their costs have been 
around 12 or 12.5 cents. However, they agreed for this year to handle 
them for 11 cents on the assumption we would try to work out with 
them some changes in procedure which would actually reduce their 
costs. For example, one of the banks wanted to use the franking 
privilege. They figured they could save some money if they sent the 
envelopes out under a frank, instead of using postage meters; however, 
we have not been able to work this particular suggestion out with the 
Post Office to date. Their cost up through the first 6 months of this 
year has been 11.5 cents for each depositary receipt. Their costs are 
based on their actual expenses—personnel, rental of machines, over- 
head cost, such as the cost of auditing their accounts, and so forth, and 
includes the 3 cents postage, of course, for each item. 

Mr. Gary. Why is $12,000 required for an additional 1.5 million, if 
$22,500 is adequate for printing the receipts and envelopes for the 
other 6 million? 

Mr. Maxwe.u. As Mr. Barker indicated, the reason for that is 
that there has been some depletion of the stock.. Because of the fact 
of this last increase, we have not been able to maintain a full amount 
of stock with the banks. The additional for the fiscal year 1955, 
$85,000 is not quite enough to carry the cost of the increased number 
of items for fiscal year 1955. I think the cost of reimbursing the 
banks is running between five and ten thousand dollars more than the 
amount appropriated; so ave have had to drop off our stock purchases. 

Mr. Barker. We put that in. We figured the stock we had on 
hand would probably run for 9 months and $22,000 would be 
sufficient; but we have eaten into that and the 9-months’ stock is 
down to 6, and we have to replace that stock in our 1956 estimates 
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Mr. Gary. Are there any questions? 

Mr. Wixson. I think you have covered the matter pretty thor- 
oughly, Mr. Chairman, and I do not have any questions. 

Mr. Gary. Thank you, gentlemen. 


WEDNESDAY, JUNE 8, 1955. 
Unitep States Coast Guarp 
WITNESSES 


VICE ADM. ALFRED C. RICHMOND, COMMANDANT 
CAPT. C. B. ARRINGTON, COMPTROLLER 


Mr. Gary. We will now consider the items relating’to the Coast 
Guard. The supplemental estimate in House Document No. 171 is 
based on increased compensation authorized by the Career Incentive 
Act of 1955 and by Public Law 33 of the 84th Congress increasing 
the retired pay to certain members of the former Lighthouse Service. 


OPERATING EXPENSES 


The first item is for operating expenses, for which $155,809,300 was 
appropriated in 1955 and $153,750,000 is included in the regular bill 
for 1956, and $7 million additional is now being requested. 

We will insert at this point page 9 of the justifications. 

(The matter referred to follows:) 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need.—The purpose of this supplemental request is to provide 
$7 million to cover the fiscal year 1956 cost of military pay and travel allowance 
increases as authorized by the Career Incentive Act of 1955, Public Law 20, 
approved March 31, 1955. 

2. Method of determining amount.—The net amount has been determined by 
costing the fiscal year 1956 military personnel program at the new pay rates pro- 
vided for in Public Law 20. 

3. Reason additional funds required.—Public Law 20 was passed after the 
submission of the 1956 budget. The increased costs resulting from this law 
could not be anticipated in the regular budget for 1956. 

4. Explanation of language.—No change in appropriation language is required. 

5. Justification.—With the passage of Public Law 20, 84th Congress, the costs 
of pay and allowances for military members under operating expenses for fiscal 
year 1956 have been increased $7 million. This new law provides for increases 
in basic pay, the payment of a dislocation allowance (which is equivalent to 
1 month’s quarters allowance) for each change of station involving movement 
of dependents, increased incentive pay for hazardous duty, and an increase from 
$9 to $12 in per diem allowances for members in a travel status. 


Mr. Gary. We have with us Admiral Richmond, Commandant of 
the Coast Guard. We will be glad to hear from you at this time, 
Admiral. 

Admiral Ricumonp. Mr. Chairman, as you have already indicated, 
this additional amount of $7 million for operating expenses has been 
made necessary by virtue of the passage of the Career Incentive Act 
of 1955 which became effective on the 1st of April this year, but which 
could not have been anticipated at the time we submitted the esti- 
mates for 1956. The amount, of course, is essentially an actuarial 
calculation based on the amount of the increase times the number of 
personnel anticipated to be aboard for the fiscal year 1956. 
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OBLIGATIONS 


Mr. Gary. Can you give us a statement of your obligations by 
months since July 1, 1954. 

Admiral Ricumonp. We will have to furnish that for the record. 

Mr. Gary. Suppose you insert that at this point. 

Admiral Ricumonp. Yes, sir. 

(The matter referred to follows:) 


Operating expense obligations by month, fiscal year 1955 * 


J $17, 849, 940. 62 | January $15, 737, 322. 35 
Augesss 2ewwts.e 12, 987, 796. 37 | February 11, 654, 670. 29 
September 12, 912, 447. 05} } 15, 085, 473. 10 
October 15, 859, 367. 30 i 15, 410, 768. 58 
November 12, 857, 878. 22 ae 
December 13, 906, 800. 69 Total 144, 262, 464. 57 


1 Includes ocean station program financed by Department of Defense. 1956 pay increase requirement 
for this program has been requested from Department of Defense. 


ACTIVE DUTY STRENGTH 


a Gary. What is your current active duty strength by pay 
grades? 

Captain Arrineton. These figures are as of the end of March 1955. 

Admiral RicumMonp. Commissioned officers: Pay grade 8, 9; pay 
grade 7, 6; pay grade 6, 167; pay grade 5, 460; pay grade 4, 437; pay 
grade 3, 588; pay grade 2, 482; pay grade 1, 413; total, 2,562. 

There are 420 cadets. 

For chief warrant officers and warrant officers: Pay grade 4, 77; 
pay grade 3, 213; pay grade 2, 426; pay grade 1, 147; total, 863. 

Enlisted personnel: Pay grade 7, 2,666; pay grade 6, 4,022; pay 
grade 5, 3,276; pay grade 4, 3,880; pay grade 3, 5,313; pay grade 
2, 3,204; pay grade 1, 1,650; total, 24,011. 

We could bring that up to April 30; we would not have the figures 
for May as yet. 

CHANGES OF STATION 


Mr. Gary. How many changes of station involving transportation 
of dependents were there in each of the past 3 fiscal years for com- 
missioned and warrant officers and enlisted men, separately? 

Admiral RicumMonp. We will have to put that in the record. 

(The matter referred to follows:) 


Changes of station with dependents ! 


Officers and Enlisted 


Fiscal year warrants 


_! Includes an estimated 10 percent for officers and 20 percent for enlisted men for transfers directed by 
the field. Field transfer data on moves with dependents is not available for prior years; 1955 data includes 
an estimate for the 4th quarter. 


Mr. Gary. Are there any questions? 
Mr. Witson. I do not know that I have any questions to ask, Mr. 
Chairman. 
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RETIRED PAY AND RESERVE TRAINING 


Mr. Gary. The item for retired pay is an increase of $2,600,000. 
That is more or less an actuarial calculation, and we will insert in this 
connection page 14 of the justifications. 

(The matter referred to follows:) 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need.—The purpose of this supplemental is to provide funds in 
the amount of $2,600,000 to cover the fiscal year 1956 cost of retired pay increases 
authorized by Public Law 20, approved March 31, 1955, and Public Law 33, 
approved May 11, 1955. 

2. Method of determining amount.—Supplemental funds required have been 
determined by costing the fiscal year 1956 retired pay program at the new pay 
rates provided for in Public Law 20 and Publie Law 33. 

3. Reason additional funds required.—Public Law 20 and Public Law 33 were 
passed after the submission of the 1956 budget. The funds required to cover the 
increased costs resulting from these laws could not be anticipated in the regular 
budget request for 1956. 

4. Explanation of language-—No change in appropriation language is required. 

5. Justification.—Retired military personnel pay is computed as a percentage 
of total active duty basic pay. Public Law 20, 84th Congress, increased the 
basic pay for military personnel on active duty, thereby increasing the pay of 
retired personnel also. Since retired pay is computed on the basis of average 
requirements for each category of military personnel (commissioned officers, war- 
rant officers, enlisted men, and reserve personnel) rather than by ranks and rates 
within each of these categories, the computation for pay increases is based on 
categories. The total increase for military retired personnel under Retired Pay, 
Coast Guard is $2,490,000 for the fiscal year 1956. The average number of 
personnel on the retired rolls during the fiscal year was the basis for the 
computation. 

The increase in retired pay for former Lighthouse Service personnel authorized 
by Public Law 672 approved August 27, 1954, for the period September 1, 1954, 
through June 30, 1955, was made permanent by Public Law 33. The increased 
cost was computed by a detailed payroll analysis of retired lighthouse personnel 
and the retired pay plan for fiscal year 1956. 

Mr. Gary. The last item is “For an additional amount for Reserve 
training, $228,000,” which is also based on the increased military pay 
and allowances. 

Can you give us the reason for those two items? 

Admiral Ricumonp. Both the retired pay and the Reserve training? 

Mr. Gary. Yes. 

Admiral Ricumonp. Of course the explanation on both of these 
items is the same as it was for the operating expense increase, namely, 
the increased compensation under the recently enacted Career Com- 
pensation Act. For the retired pay, the justification is predicated 
entirely on the actuarial basis, namely, the number of people on the 
retired list times the increase, and the actual additions and deletions 
for the year. 

In addition to that, Public Law 20 and Public Law 33 were passed 
after the submission of the 1956 budget, which added to the retired 
pay of the former civilian members of the Lighthouse Service who are 
now on the retired list. It increased their retired compensation. 


COMPARISON OF RETIREMENT PAY 


Mr. Witson. I wonder if we could have a breakdown of the dif- 
ferent pay grades, the number in each grade, under the old retirement 
pay scale and under the new act? Could we have that inserted in the 
record? 
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Admiral Ricumonp. We will be happy to put that in the record. 
We can prepare that. 
(The matter referred to follows:) 


Total required 
as a result of 
Public Laws 

20 and 23 


Retired pay 
under prior | 
laws 


Average 
number 


. Enlisted men : - ; eat , 4 $9, 059, 046 $10, 192, 865 
2. Commissioned officers _-- jabba daseed ; 2, 05 8, 540, 280 } 9, 495, 857 
Chief warrant and warrant ‘officers _. eae seed 2, 570, 456 2, 967, 540 
Former Lighthouse Service. si ’ 1, 236, 180 | 1, 346, 180 
Former Lifesaving Service “pc : i 19, 101 19, 101 

}. Reserve personnel (Public Law 810) | 29, 897 33, 417 
. Survivor’s benefits (Public Law 239) -.-....--.-------- — 154, 960 | — 154, 960 


as ty adeno cae a aaeGa an da dtqiidewas | 8, 23% 21, 300, 000 | 23, 900, 000 
| ) 





RESERVE TRAINING 


Mr. Gary. You told us when you were before us in connection with 
your regular budget estimate you would probably have to be back on 
this Reserve training program, because you did not know what the 
Congress was going to do with the Reserve training bill. Apparently 
you got back a little earlier than you anticipated, because that bill 
has not yet been passed. 

Admiral Ricumonp. That is correct, sir, and I do not know any 
more than anybody else what is going to be the outcome. As you 
know, at the present time it would appear that the National Reserve 
program is quite well stymied. ‘That is just an observation. 

Mr. Gary. That is a fact, as of the present time. It may not be 
tomorrow, or the day after. I do not know what is going to happen, 
but the program is certainly stymied at the present time. 

Admiral Ricumonp. And also I have heard the Senate may try to 
take action; but we are not prepared to indicate at this time, if it does 
become law, what effect it would have on our Reserve program. 

As you probably know, there have been so many modifications of 
the original program, as presented, it would be pure guesswork even 
to try to figure out what the effect would be on the Coast Guard. 

Mr. Gary. The amount you are asking for now is an increase under 
the present program? 

Admiral RicumMonp. Under the present program. 

Mr. Gary. Brought about by these acts of Congress? 

Admiral Ricumonp. That is correct. It has nothing to do with 
any possible requirements under the National Reserve program. 


RESERVE STRENGTHS 


Mr. Gary. What is the current strength in the training status of 
the Reserve? 

Admiral Ricumonp. It is approximately 1,100 officers and 6,000 
men. I will have to check that to get it exact. This is as of Decem- 
ber 31 and there will be slight variations and I can correct the record 
and make it exact; but as of December 31 there were 1,247 officers in 
training status and 5,234 men. 

Mr. Gary. What is the strength of the nontraining status Reserve? 

Admiral Ricumonp. The total strength of the Reserve as of May 31 
is 3,468 officers, which would involve 1 ,769 nontrained officers. The 
enlisted strength i is 20,633, of which 13,143 are nontraining. That en- 
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listed strength is largely made up of former service personnel who 
have to go in the Reserve now in order to complete their so-called 
obligated service of 8 years. So that, for practical purposes, they 
represent people who could be called up in an emergency, but are of 
very little value to the Reserve program as such. 


OBLIGATIONS FOR RESERVE TRAINING PROGRAM 


Mr. Gary. Will you put in the record a statement of the obliga- 
tions for training expenses and for administrative expenses, separately, 
by months, since July 1, 1954? 

Admiral Ricumonp. Yes, sir. 

(The matter referred to follows:) 


Reserve training program 


' | | 
oa Obligations Obligations 
ree | for admin- | Obligations for admin- 


| istration | for training | ‘istration 
| 


1954—July.......-.-----| $399, 449. 90 | $68, 096.84 || 1955—January-_-------- , 808. $62, 212. 26 
August.-.....-.--| 213, 025. 41 63, 615. 65 February 
September 208, 016. 40 65, 228. 85 | | 
October... <.....-- 84, 614. 24 66, 232. 11 | April 
November-..----- 98, 355. 93 63, 059. 72 | ————————_— |———_ 
December 124, 267. 47 68, 716. 20 | | ‘ ; : 652, 614. 94 


Mr. Gary. Are there any questions? 


RECRUITING OF PERSONNEL 


Mr. Witson. Admiral, are you anticipating an increase in personnel 
in the Coast Guard over the next few months? 

Admiral Ricumonp. No, sir. If I understand you accurately—you 
are thinking of program increments. Right at the present time we 
are below our scheduled strength. We are having difficulty recruiting 
and would like to fill up as rapidly as possible. 

Mr. Witson. How far below your quota are you? 

Admiral Ricumonp. In enlisted, as of March 31, we were 430 men 
below. And the other morning at a staff meeting with the Chief of the 
Office of Personnel, he quoted a figure around 300. So we have not 
improved that situation much in the last couple of months. June 
usually is a good recruiting month, so that we are hoping to close that 
gap this month. 

Mr. Witson. Are you putting forth any additional efforts toward 
bringing your quota up to date? 

Admiral RicumMonp. Yes. We have done everything we possibly 
ean. I think I told the committee when I was up here before that 
we are trying a new thing this year which, so far, has apparently 
worked out pretty well. We acquired last fall several vans or re- 
cruiting trucks and we are using those instead of reestablishing the 
subrecruiting units, and they have the advantage that we can throw 
them out and reach into relatively untapped areas. We take a trailer 
that has quarters in it so that the recruiters can live onboard and 
send it into an area. And, so far, they have been doing very well. But 
with ae situation in the country today, it is just hard to get personnel 
to enlist 

Mr. Gary. Thank you, Admiral Richmond and gentlemen, that 
concludes the hearings with reference to the Coast Guard. 
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Fripay, JuNE 24, 1955. 
FrepERAL Faciuities CORPORATION 


Mr. Gary. We have before us an item for the Federal Facilities 
Corporation. The estimate, an increase of $175,000 in their admin- 
istrative expense limitation, is contained in House Document No. 191. 
This additional expense results from an expression by the Congress. 
We will insert in the record at this point the appropriate part of the 
document, and pages 1 and 3 of the justifications. 

(The matter referred to follows:) 


TREASURY DEPARTMENT 
“PEDERAL FACILITIES CORPORATION FUND 


“The amount of the Corporation’s funds made available under this head in title I of 
the Treasury-Post Office Appropriation Act, 1956, for administrative expenses of the 
Corporation, is increased from ‘$800,000’ ;to ‘$975,000’ .” 

This proposed provision is necessary to permit the expenditure of funds for 
administrative expenses incident to the operation of the Texas City, Tex., tin 
smelter, the shutdown of which was contemplated in the 1956 budget. Since the 
budget was prepared, the Congress adopted a concurrent resolution calling for 
continued operation of the smelter for 1 year, which will require expenditures for 
administrative expenses and production costs. Production costs will be financed 
by sale of all tin produced to the national stockpile. Such production wili have 
an estimated value of $55 million. 


JUSTIFICATION FOR INCREASE IN ADMINISTRATIVE EXPENSE LIMITATION 


The original fiscal year 1956 budget for the tin program conducted by Federal 
Facilities Corporation contemplated that operations at the Texas City smelter 
would be discontinued by June 30, 1955, and that activity in the program during 
fiscal year 1956 would be limited to cleanup work in connection with the closing 
of the smelter. 

Subsequent to the presentation of the budget, Senate Concurrent Resolution 26 
was passed, in which the sense of the Congress is stated to be that the Texas City 
smelter should be continued in operation beyond June 30, 1955. Authority to 
operate the smelter until June 30, 1956, is contained in section 2 of the joint 
resolution approved June 28, 1947 (61 Stat. 190). 

The administrative expense limitation provided for fiscal year 1956 operations 
of Federal Facilities Corporation was $800,000 (Public Law 51, 84th Cong.). 
Included in this amount was $100,000 allocated for administration of the windup 
work in the tin program. With the smelter continuing to operate beyond June 
30, 1955, the amount required for administration of the tin program in fiscal year 
1956 is $275, 000. The increased amount provides for continuation of the salaries 
and related expenses of the personnel presently assigned to administration of the 
program. 

The increase of $175,000 in the amount allocated to the tin program is the 
amount of the increase requested in the administrative expense limitation of 
Federal Facilities Corporation in the proposed language, as follows: 


Tin program: Administrative expenses, fiscal years 1954-56 


| Revised 1956 


1954 actual ee estimate 


1955 estimate 


Allocation or estimate....................---- catia : $337, 026 $275, 000 $275, 000 


Travel heiana Rate diets 4, 26 
Transportation of things...............----- 371 
Communication services__..............-- ‘ ‘ be 5,751 
Rents and utility services_......._...-- taeda ae - 36, 983 
Printing and reproduction 1,117 
Other contractual services: 
General Accounting Office audit expense___....____-- 6, 831 
Services performed by other agencies__--- - - - pared 4, 599 

331 


ve 300 2, 200 
100 100 
3, 800 3, 800 
21, 600 21, 600 
100 100 


10, 000 10, 000 
500 

400 

1,000 

100 


Other contractual services 
Supplies and materials : , 1, 720 
Taxes and assessments. 194 





| 
| 
| 
teh ene. Bivins dice ymeein chebec waar’ aa 235, 200 
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SUBCOMMITTEE ON DEPARTMENT OF THE INTERIOR AND 
RELATED AGENCIES APPROPRIATIONS 
MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 
ALFRED D. SIEMINSKI, New Jersey IVOR D, FENTON, Pennsylvania 
DON MAGNUSON, Washington ERRETT P. SCRIVNER, Kansas 


Monpay, JuNE 20, 1955. 
DEPARTMENT OF THE INTERIOR 


Bureau or LAND MANAGEMENT 


WITNESSES 


EDWARD WOOZLEY, DIRECTOR 
DEPUE FALCK, EXECUTIVE OFFICER 
JAMES P. BEIRNE, BUDGET AND FINANCE OFFICER 


MANAGEMENT OF LANDS AND RESOURCES 


Amounts available for obligation 


Revised 
estimate 


| In budget 


Difference 





Appropriation or estimate - -_ _- sich wend eden ee 400,000 | $13, 650, 000 +$250, 000 
Reimbursements from non-Federal sources..-.-.-------- a 120, 000 120 000 
Reimbursements from other accounts__.........--.--- 40, 000 40, 000 


Total available for obligation 13, 560, 000 | 13, 8.0, 000 | 


Note.—Reimbursements from non-Federal sources above are from copying fees (64 Stat. 418), from the 


proceeds of sale of personal property (40 U. 8. C. 481 (c)), and from contributions for cadastral surveys 
(Interior Department Appropriation Act). 


Obligations by activities 


poe iy A Revised 
Description In budget estimate Difference 


Direct Obligations 

Appropriated funds: 
. Lease and oe? of land and mineral resources $3, 170, 000 
; ‘ 1, 703, 000 
. a 2, 613, 000 
. Cadastral survey 1, 473, 000 
. Soil and moisture conservation 2, 718, 000 
. Squaw Butte experiment station E 38, 000 
7. Fire suppression _-___- 0, 210, 000 
. Maintenance of physie 0 ee mami 50, 000 50, 000 
9. Maintenance of access roads--_--- ee eee 35, 000 |, 35, 000 
. Weed control SoS e 659, 000 650, 000 
General administration..............................- -| 990, 000 990, 000 








Total obligations from appropriated funds-__._.-.---- 13, A 00, 000 __13,65 650, 000 | +250, 000 
Reimbursements from non-Federal sources: 
1. Lease and disposal of land and mineral resources- - - - -- 54, 000 
2. Management eee errs | 500 
3. 1, 800 j 
4. Cadastral surve ys. ks Skecias | 6, 000 eee tecces 
5. Soil and moisture conservation sete pnd Aa 700 | 700 
11. General administration sanenonneesues 37,000 37,000 
. Replacement of personal prope rty sold- 20, 000 | 20, 000 i 





Total obligations payable out of reimbursements 
from non-Federal sources- .----.- ; nie’ 120,000 | 


Total direct obligations___....___-- | 13, 520, 000 13, 770, 000 | “+250, 000 





=———<—SS== —!=— = 
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Obligations by activities—Continued 


Description 


Obligations payable out of reimbursements from other accounts 


. Lease and disposal of land and mineral resources- 
Management of grazing lands__- - 

Forestry 

CNT eco pid) acdc ain dhcconmuness 


3. 
4 


Total obligations payable out of reimbursements from | 
y 40, 000 | 


ING Fo. Ske BS os dhcp ; 


Obligations incurred 


In budget 


} 
| 


$25, 000 
6, 500 | 
1, 000 
7, 500° | 


“13, 560, 000 | 





Obligations by seed 


Object classification 


Summary of personal services 


‘otal number of permanent positions...................------ 


Full-time equivalent of all other positions 
\verage number of all employees 
Number of employees at end of year 


Personal service obligations: 
Permanent 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 
Other payments for personal services 


Total personal service obligations 


Direct obligations 

\ppropriated funds: 

ee EE EE nc deka nmawmnmehanands manus 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
(ber oomemmomias Grwiews..... «5 + 666ss~-.0c~00~-<-5-- 

Services performed by other agencies__-_.......--- 


02 
03 
04 
05 
06 
07 


08 
09 
10 
15 


Equipment-.- 
Lands and structures 


Subtotal 
Deduct charges for quarters and subsistence 


Total obligations from appropriated funds 


Reimbursements from non-Federal sources: 
eI nc emmanmlane seit inant einai 
02 
06 
07 
08 
09 


Printing and reproduction 

Other contractual services 

Supplies and materials ‘ a 
IR 5. oon sn awcdaasane Bae hen keaaeine eae - 


Total obligations payable out of reimbursements | 


from non-Federal sources. - - 


000 


Total direct obligations... ....................... 
Obligations payable out of reimbursements from other accounts 


1 Personal services 

02 Travel 

64 Communication services.................-.-.- . 
Other contractual services... ..__-. vinaeeele 
ce NE EE ee ee eee 
Taxes and assessments 


Total obligations payable out of reimbursements 
a | TE pe erne se amperes : 

000 _ : 
be Obligations incurred ___- 


oe oe ata Sia | 


ey a Ea 9. Sonccunaeccbcwnamccescs 


In budget 


1, 529 | 
250 
1, 601 | 


$6, 679, 969 
623, 813 
27, 618 
172, 000 
194, 000 


1, 696 


Revised 
estimate | 


| 
$25, 000 | 
6, 500 
1,000 | 


7, 500 |. 


40,000 | 


13, 810, ‘000 





Revised 
estimate 


$6, 868, 054 
326, 923 | 
28, 423 | 
172, 000 
194, 000 | 


Difference 


+$250, 000 


Difference 





7, 697, 400 | 


7, 597, 400 
846, 500 
118, 900 
145, 800 

49, 900 
73, 400 
2, 618, 800 
56, 500 

1, 107, 900 
374. 700 
385, 000 

30, 900 


7, 789, 400 
860, 500 
120, 900 
150, 800 | 

57, 400 
76, 400 
2, 629, 000 
56, 500 

1, 120, 100 
378, 700 
385, 000 

31, 000 


+$192, 000 
+14, 000 
+2, 000 
+5, 000 
+7, 500 
+3) 000 





13, 405, 700 
5, 700 


13, 655, 700 | 





13, 400, 000, 


74, 000 | 
600 
11, 700 
13, 400 
3, 675 
16, 625 | 








120, 000 | | 


13, 650, 000 


"600 





Wwe s 


13, 400 | 


3, 675 |. 


16, 625 | 





26, 000 

2, 300 

75 

2, 100 

9, 365 
160 | 





_ A, 000 


13, 560, 000 


_ 40, 000 


‘13, 810, C00 


+250, 000 
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Mr. Kirwan. We will take up first the item in House Document 
No. 171 for the Bureau of Land Management, where we have a request 
for $250,000. We will insert the justifications at this point in the 
record. 

(The matter above referred to is as follows:) 


PuRPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Two factors have arisen since the submission of the original budget estimate for 
fiscal year 1956 which could not have been foreseen at that time and which will 
materially increase the workload on the Bureau of Land Management in the lease 
and disposal of lands and mineral resources. These are: (1) the tremendous 
interest and activity in uranium prospecting in the West. The amount of time 
required at the land offices to answer inquiries concerning uranium locations is a 
heavy drain upon the time available for the normal adjudication operations. 
(2) The unprecedented increase in the number of filings. This activity is centered 
largely around the interest in small tract leases in California and Nevada and the 
continually increasing interest in oil and gas leases in Montana, Wyoming, 
Colorado, and New Mexico. 

The Bureau now finds it necessary to revise its estimate of the new and re- 
activated cases that will be received in fiscal year 1956 from 110,000 to 135,000 
cases for adjudication and 22,000 to 35,000 cases requiring field examination. 

Additions to the present staff and that provided for in the original estimate 
will be required to enable the Bureau to cope with this situation. 


JUSTIFICATION 


Lease and disposal of lands and mineral resources 


Program changes.—Since submission of the original budget request for fiscal 
year 1956, two conditions have arisen which could not be foreseen at that time. 
One is the tremendous activity in exploration for uranium. This interest, already 
at fever pitch, is further stimulated with each issue of anomaly maps by the 
Atomic Energy Commission. 

While there has been considerable interest over an extended period, it reached 
its highest point during the month of March when there were almost 7,000 inquiries 
received in the various land offices, and over 800 applications for prospecting 
permits or leases. Prospecting permits or leases are required on acquired lands 
but not on public domain lands, and the extent to which mining claims have been 
filed on public domain lands can be estimated only by the interest expressed 
through the number of inquiries. These will result in extensive field examinations 
but it is not expected that they will be required in any volume before fiscal year 
1957. 

With each uranium find, interest is aroused anew, and offices already over- 
burdened with an avalanche of mineral and land use applications are subjected 
to further pressures by uranium seekers. The time required to answer these 
inquiries further aggravates the situation in that it necessitates reassigning 
personnel who otherwise could be processing the normal flow of work. 

Adjudication of applications.—The second element is the tremendous upsurge 
of filings. In submitting the budget request for fiscal year 1956, the Bureau 
estimated it would receive 104,000 new and reactivated cases in the current 
fiscal year. For the first 6 months of this fiscal year slightly over 51,000 such 
actions were filed. However, during the past quarter (January, February, 
March, 1955) over 41,000 applications were filed, an amount almost equal to 
the total volume received by the Bureau in fiscal year 1950 and again in fiscal 
year 1951. It now appears that the volume for the current fiscal year will reach 
about 124,000 cases. 

For the 9 months ending March 31 the Bureau has closed 76,000 cases, indicating 
a total production of about 102,000 cases for the fiscal year. The decline in pro- 
duction below our original estimate of 109,000 is readily understandable in view of 
the additional work caused by the uranium rush. The largest increase in filings is 
due primarily to the continuing demand for small tract leases in southern Cali- 
fornia and Nevada, and secondly to the ever mounting interest in oil and gas 
leases in Montana, Wyoming, Colorado, and New Mexico. 

While the operations of the Bureau have become more effective through de- 
centralization, the only solution to the problem lies in an expanded staff. For 
this purpose funds are requested for the employment of 15 adjudicators and 30 
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clerks in the various land offices, with primary consideration to be given to those 
in Nevada and California. 

Field examinations.—Concurrent with the filing of applications has been an 
increase in the number of cases requiring field examination. Since July 1, 1954, 
there has been received 23,400 such cases as contrasted with an assumed voluine 
of 20,000 cases. During this same 9-month period 14,700 cases have been closed, 
leaving a total of 24,900 cases pending as of March 31, 1955, an increase of 8,200 
cases during this period. Admittedly, many of these cases are in the same 
general location and large numbers can be closed during an area examination. 
Nevertheless, many of them will require individual field examinations. In order 
to make sizable inroad into these cases it is proposed to employ 6 field examiners 
and 4 clerks. 

Workload.—The Bureau wishes to emphasize that the employment of the per- 
sonnel requested will not be sufficient to bring all work to a current basis. It is 
believed that it will be possible to make a slight reduction in the number of pending 
cases, though the number remaining unclosed will be greater than at the close of 
last fiseal year. This request is predicated on the maximum amount which can 
be most efficiently utilized during fiscal year 1956. Competent personnel cannot 
be readily recruited, but the Bureau believes that these funds will provide the 
maximum number of employees who can be recruited and trained during the 
ensuing year. 


Adjudication operations 


Unclosed 


} 

New and 

| reactivated | Cases mene | cases, 
| cases June 30 


Fiscal year 


45, 256 51,175 40, 827 
45, 753 | 55, 901 30, 679 
67, 264 60, 169 37, 774 
67, 587 64, 272 | 41, 089 
99, 799 82, 826 | 58, 062 
124, 000 102, 062 80, 000 
135, 000 149, 000 | 66, 000 


1 Revised estimate. 
Field examinations 


| 

| Cases 
pending 

} June 30 

| 


Cases Cases 


Fiscal year received closed 


7, 646 | 13, 924 
10, 466 23, 306 
21, 143 16, 209 
20, 209 26, 000 
40, 000 21, 000 


1 Revised estimate. 


Income.—If this request is granted it is anticipated that receipts of the Bureau 
will increase $2.4 million as a result of processing an additional 18,000 cases, 
computed as follows: 


7,200 small-tract cases, at $150 $1, 080, 000 
2,000 oil-and-gas leases, at $600 1, 200, 000 
1,600 miscellaneous, at $100 160, 000 
7,200 rejections or reactivated cases no fee 


2, 440, 000 


Mr. Kirwan. Do you have a statement you wish to make? 
Mr. Wooztey. Yes, I do, Mr. Chairman. I might just read it, 
because it is very brief. 
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INCREASE IN CASE LOAD 


When I appeared before you on the regular 1956 estimate I had no 
idea that it would be necessary to request additional funds even before 
the new fiscal year has started. We thought that with the increase 
for ‘‘Lease and disposal of land and mineral resources’? we would be 
able to make an appreciable dent in the backlog of cases that has 
been piling up on us for the last 2 years despite some increases in 
facilities and greater output per man-year of employment. However, 
we simply cannot keep up with the demands on the Bureau which 
are increasing day by day. The committee understands, I believe, 
that these demands arise only from public interest and it is something 
over which the Bureau has no control. We are trying to satisfy the 
public demands. 

We find it necessary to revise our estimate and are requesting an 
additional $250,000. I might say at this point that our estimate of 
the number of cases received and the number that we will be able 
actually to close has changed even since we made this statement. 

This estimate is made necessary because of two unanticipated 
factors. One is the tremendous activity in the exploration for uranium 
and the other is the increase in recent months in the filing of new cases. 

While the Bureau of Land Management issues leases for uranium 
exploration on acquired lands but not on public domain lands, we 
are being deluged with requests for status and other information 
desired by prospectors, requiring assignment of personnel who other- 
wise could process regular cases. In the month of March alone there 
were 7,000 inquiries, and 800 applications for permits and leases on 
acquired lands were filed in the land offices. Our original program 
for 1956 could not anticipate this volume and did not make provision 
for it. 

Answering this volume of inquiries has curtailed our anticipated 
production for the current fiscal year. With new filings at a rate 
far in excess of our estimate, it now appears that instead of effecting 
a slight reduction in pending cases at the end of this year, there will be 
a further increase. A comparison of our original estimate and the 
revised estimate is shown below. That has also been revised as of 
this morning. 

Adjudication operations 


Original Revised 
estimate estimate 


1955: | 

Unclosed cases, June 30, 1954 58, 062 
New and reactivated cases__....__..__._____- a Se 104, 000 124, 000 
Cases closed__.........-- ; 109, 062 102, 062 
Unclosed cases, June 30, 1955 i ‘ 53, 000 80, 000 

1956: 
I SS i ae KEVIN BIKES EROS ARORA 110, 000 135, 000 
Cases closed ____- : 5 J | 131, 000 149, 000 
er I I i a i sat ais wick linseed tees Ri Dire balek wean 32, 000 66, 000 
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Field examinations 


estimate estimate 


} 
| Original Revised 
i 
| 


Unclosed cases, June 30, 1954- a i he 16, 209 
Cases received_____- sett ; = oa : : 20, 000 30, 000 
Cases closed _- fl , 23, 209 20, 209 
Cases pending June 30, 1955___ _- ; Atelier 13, 000 26, 000 
1956: 
Cases received ; A 22, 000 35, 000 
Cases closed 3 26, 000 40, 000 
Cases pending DRIED, DOU onda etcbruthinmdudinntiies tenabbebaiebriar 9, 000 21,000 


I attribute the increase in filings only to increasing interest on the 
part.of the public in all phases of land and mineral uses and develop- 
ment. Particularly noticeable is the demand for small tracts in 
Nevada and California, and continued mounting interest in oil and 
gas leases in Montana, Wyoming, Colorado, and New Mexico. In the 
first 6 months of the current fiscal year we received 51,000 new cases, 
but in the third quarter alone we received 41,000, nearly double the 
number in 3 months over the previous 6 months, and almost equal to 
the volume received in fiscal years 1950 and 1951, in each of which 
slightly over 45,000 cases were received. 

While we could not foresee these conditions, I feel that the Bureau 
would be neglectful of its duty if it did not bring the situation to your 
attention. Jn the main, the condition can be met only by additional 
personnel. While we shall employ every other measure we can devise, 
the inescapable fact is that only additional employees can meet this 
condition. 

Mr. Krrwan. How much of an increase over 1955 for this type of 
work did we give you in the regular bill? 

Mr. Wooz.ey. $230,000. 

Mr. Krrwan. The ink is not dry on that bill yet. 

Mr. Wooz.ry. That is right. 

Mr. Krrwan. Could you not have foreseen, at the rate you were 
going, that you would need more money, without coming in for a 
supplemental? 

Mr. Wooz.tey. No. Just for example, in the State of Nevada, the 
usual caseload there is about 650 cases a month. In the month of 
May, it ran up to 2,700 cases and that could not be foreseen. It just 
seemed to explode all over the place. And the same way in southern 
California. 

Mr? Kirwan. How many do you have? 

Mr. Wooztry. We have about 24,000 cases backlog in California, 
of which around 22,000 are in Los Angeles, mostly for small tracts. 
And we have in the neighborhood of 18,000 cases backlog in Nevada. 
They are coming in at the rate of about 2,700 a month, compared 
with 650 a month a year ago. 

Some of this is due to the advertising campaign that is being put 
on by persons down there who are interested in telling people about 
small tracts. Incidentally, they are making themselves some money 
by doing so. We are having quite a campaign of advertising for these 
small tracts. I have here a copy of an advertisement appearing in 
the Los Angeles Times on May 15, 1955. 

(The matter referred to follows: ) 
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EXeERcIsE Your Ricuts as A UNITED States CiTIzEN 


You, as a native-born or naturalized citizen over 21, have the privilege of 
claiming up to 5 acres Government land. Choice locations now available near 
booming Las Vegas, Nev. 

Land filing service open daily including Sunday 9 a. m. to 9 p. m., in Hollywood, 
1213 North Highland, HO-56111; in San Fernando Valley, 14802 Ventura 
Boulevard, STate 49951; in Long Beach, 860 American Avenue, L. B. 77469. 


Mr. Kirwan. Does that same thing have to do with Alaska? 

Mr. Wooz.ey. Alaska does not seem to be showing quite the 
interest; it is holding more steady than California. ) 

Mr. Kirwan. It is not showing the interest it did immediately 
after the war. 

Mr. Wooz.ey. That is right. 

Mr. Kirwan. They have leveled off up there. Your trouble now 
is on the mainland itself? 

Mr. Wooz.tey. That is right. ' 

Mr. Krrwan. Due to the advertisements and the statements ap- 
pearing in the press? 

Mr. Wooz.ey. Yes, sir; most of the advertisements now are cen- 
tralized in Las Vegas, telling about the wonders of Las Vegas. And 
the unfortunate part about the Las Vegas area is that it is all under- 
laid with gravel and there are mining claims on practically every small 
tract application. So we have to process this not by application, but 
by hearing and determination. 

Mr. Krrwan. On the basis of the House action last Thursday on 
the Public Works bill and what is going to be allowed in that bill on 
public works, would it not be much better to come in next year for 
probably five times the amount of money you are coming in for this 
year? When it comes to developing America, you. have not seen 
anything yet. 

Mr. Wooziey. We have come in with what we think is sufficient 
now. 

Mr. Kirwan. You are going to be surprised. I do not think you 
are asking for enough, because the advertising in the papers tells you 
how they are going to develop the resources of the land out there. 
You have not seen anything yet when you compare the funds you are 
requesting here with what was done on the public works bill. . 

Mr. Wooztey. It might be true. 

Mr. Kirwan. It will be true. They are going to spend a billion 
dollars for two projects on the Arkansas before they can be econom- 
ically justified. According to the Army engineers, they are going to 
put a billion dollars worth of projects out there with a ratio of 1 to 1, 
and I doubt if they will even break even. You know it is going to be_a 
great day for the people who are advertising. 


ANALYSIS OF WORKLOAD 


Mr. Wooz.ey. I would like to put this table in, too. 
Mr. Kirwan. All right. 
(The matter above referred to is as follows:) 
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BurREAvU oF LAND MANAGEMENT 


Adjudication operations—Analysis of workload 





Status as at— 


June 30, 
1955, esti- 
mated 


Fiscal 
| year 1956 
| 


Dec. 31, | Mar. 31, | Apr. 30, | May 31, | 
1954 1955 1955 | 1955 | 


On hand at July 1._- 58,062 | 58,062] 58,062] 58,062 58,062 | 87, 000 
Total new and reactivated cases--..---- 52, 193 92, 541 105, 676 119, 832 134, 000 160, 000 
Cases closed _ - - - podtdena vontae 48, 520 75, 205 84, 989 95, 125 105, 062 | 150, 000 


Balance on hand ba tebthsadad 61, 735 75, 398 | 78, 749 | 82,760 | 87,000), 97, 000 
' | 


Mr. Jensen. They have applications to the extent of 51,000 new 
cases. 

Mr. Burrne. That is new field examinations. The front sheet 
shows the number of cases requiring adjudication. 

Mr. JeENsEN. Unclosed cases on June 30, 1954, original estimate, 
58,062; revised estimate, 58,062. New and reactivated cases, original 
estimate, 104,000; revised estimate, 124,000. Cases closed, original 
estimate, 109,062; revised estimate, 102,062. Unclosed cases, June 
30, 1955, original estimate, 53,000; revised estimate, 80,000. 

Mr. Wooztey. And that has been revised upward from that as 
shown on the new chart, since we submitted this. 

Mr. JenseN. What has brought that about? I have an idea, but 
I would like to have it in your own words. 

Mr. Wooztey. There are two things. One, of course, is the 
uranium interest; the other is the interest in small tracts. I think 
probably our defense plans have something to do with it. The 
people, particularly along the coast, seem to want to get back and 
get small. tracts a couple hundred miles inland, and around Los 
Angeles particularly. 


PURPOSE OF SMALL TRACTS 


Mr. Jensen. What is the purpose of those small tracts? 

Mr. Wooztey. There are three purposes; home sites, commercial 
sites, and recreation sites. It is mostly homesites. 

Mr. JensEN. And every one of them, even though they are small 
tracts, I presume takes as much time as a large tract? 

Mr. Wooz.iey. Not as much as desert land, because you have to 
make an examination for water and a lot of other things on desert 
land. We can handle these much faster. However, they are not 
without complications such as we have at Las Vegas. 

Mr. Jensen. The figures I just read were for 1955. Now in 1956, 
for new and reactivated cases, the original estimate was 110,000, and 
the revised estimate is 135,000. For cases closed, the original esti- 
mate was 131,000 and the revised estimate is 149,000. The unclosed 
cases as of June 30, 1956, the original estimate, was 32,000 and the 
revised estimate is 66,000. 


INCREASE IN PERSONNEL AND REVENUE 


How many additional people are you estimating you are going to 
need to handle these cases? 
Mr. Wooz.ry. Under the 1956 program we figure we would need 
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40 adjudicators or clerks and we estimate this will allow 45 more 
adjudicators or clerks. This estimate would employ a total of 55 
people for $250,000, 10 for field examination. 

Mr. JENSEN. What revenue will this bring in to the @éderal 
Government? 

Mr. Wooz.tey. We figure that every dime we spend will bring in 
about a dollar to the Government. From the figures that we have, 
we feel there would be 7,200 small-tract cases, which would bring in 
about $150 each, or $1,080,000; 2,000 oil and gas leases at $600 each, 
which will be $1,200,000; 1,600 miscellaneous exchanges, selections, 
and so forth, at $100 each, $160,000. And in this there was allowed 
7,200 rejections, which would not bring in any revenue. So for an 
expenditure of $250,000, our estimate of the increased money going 
into the Treasury will be $2,440,000, or about 10 to 1. 

Mr. Jensen. What are the requirements for personnel? What are 
the things you require of a person in order to get a position as an 
adjudicator? 

Mr. Wooz.ey. They should have some legal trainmg ‘aad they 
must have had abstract training and especially good judgment. 
It usually takes 2 or 3 years’ experience in land matters before a 
person can make these decisions which we call adjudicating problems, 
and they need to have a knowledge of abstracting, legal procedures 
and a person’s legal rights, and a thorough knowledge of the land 
and mineral laws. So it takes a pretty well experienced man. 

Mr. Jensen. How many people do you now have in the Bureau 
of Land Management? 

Mr. Wooztey. Roughly 1,500. 

Mr. JENSEN. Is that all? 

Mr. Wooztey. Yes, sir. 

Mr. JENSEN. In the entire Bureau? 

Mr. Wooztry. Yes, sir. There are about 260 under the grazing 
laws. We have a list here. We expect to have 1,437 permanent 
employees this year; 503 in lands and minerals; 262 in grazing; 263 
in forestry; 161 in cadastral surveys; 119 in soil and moisture; 25 in 
weeds; 190 in general administration; and 6 at Squaw Butle—making 
1,529 proposed for 1956. 

Mr. JensEN. Your estimate is for 45 new adjudicators and clerks? 

Mr. Wooztry. That is right. 

Mr. JENSEN. Is it not possible to find those people within your 
present personnel? 

Mr. Wooztey. No, sir. We can probably convert a few people 
who are trained in the job they are now doing into adjudicators, but 
we will have to have replacements for those. I would say, roughly. 
we could take ten of the people in our examination work and convert 
them and make adjudicators out of them, that are not now adjudi- 
cators. 

Mr. Jensen. Do you propose to do that? 

Mr. Wooztey. Yes, sir; wherever we can advance them aad give 
them a better job, we will do that. 

Mr. Fenton. There is only one item in this increase? 

Mr. Wooz.ey. Yes, sir—lands and minerals. It seems as though 
that is where our big interest is right now and that is where our backlog 
has built up—in land cases and mineral cases. 

Mr. Fenton. Would not this come under the Geological Survey? 
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Mr. Wooz.ey. No, sir. Our work is not of a technical nature; 
theirs is. They give us technical advice and we do the operating and 
management of those areas. There is very little overlapping, but a lot 
of coordination and cooperation. 

Mr. Kirwan. Thank you, gentlemen. 


Monpay, JuNE 20, 1955. 


Bureau oF INDIAN AFFAIRS 


WITNESSES 


W. BARTON GREENWOOD, ASSISTANT COMMISSIONER FOR 
ADMINISTRATION 

GEORGE E. HENDRIX, PROGRAM OFFICER 

SIDNEY D. LARSON, DIRECTOR, DIVISION OF BUDGET AND FI- 
NANCE, DEPARTMENT OF THE INTERIOR 


PAYMENT TO CHEYENNE RIVER SIOUX TRIBE FOR LAND TAKEN IN CON- 
NECTION WITH OAHE DAM 


Amounts available for obligation 


| | | 

} | Estimate, (Supplemental 
” € Q ’ 

| See, OS 955 " jestimate, 1956 


RI Or CIN ok dish oc an chine meh n tenn nee ike bincin tain ae $5, 160, 000 


Obligations by activities 


Estimate, |Supplemental 


| | 
1955 estimate, 1956 


| Actual, 1954 | 








Relocation and rehabilitation of Cheyenne River Sioux Tribe__|___--- dined tcteais See 5, 160, 000 


Obligations by objects 


! 1 
Estimate, |Supplemental 


| 
Actual, 1954 | 1955’ estimate, 1956 





11 Grants, subsidies, and contributions_......_.__- ; Eee 43 | a aes | $5, 160, 000 
} | 


Mr. Kirwan. The next item in House Document !171 is for the 
Bureau of Indian Affairs and is a request for $5,160,000 for payment 
to the Cheyenne River Sioux Tribe of Indians. 

Do you have a statement, Mr. Greenwood? 

Mr. GreEenwoop. Yes, sir, I have a prepared statement. 

Mr. Kirwan. This payment of $5,160,000 is provided for under the 
aw. 

Mr. Greenwoop. That is correct. 

Mr. Kirwan. And you had to get the approval of the tribe before 
it could be done? 

Mr. GREENWOOD. Yes; the tribe had to accept the act passed by 
Congress. 
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GENERAL STATEMENT 


Mr. Kirwan. I do not know whether your reading the statement 
would enlighten us. We have the act of Congress. We will insert the 
justifications together with your statement. If you have some high- 
lights you want to give us, go ahead. 

(The justifications, together with the statement of Mr. Greenwood, 
are as follows:) 


PurRPosE AND NEED FOR SUPPLEMENTAL FUNDS 


The Cheyenne River Sioux Tribe of Indians has accepted the agreement repre- 
sented by Public Law 776, 83d Congress, as provided in section I of that act, 
The proclamation making this agreement effective was declared April 6, 1955. 
This fund is to be used for the purpose of relocating and reestablishing those 
members of the tribe residing on the Cheyenne River Reservation. It is important 
that rehabilitation be undertaken promptly. 


JUSTIFICATION 


Public Law 776, 83d Congress, approved September 3, 1954, provides for the 
appropriation of funds for payment to Indians of the Cheyenne River Reservation, 
South Dakota. The payments authorized to be made are in connection with the 
construction by the Corps of Engineers of Oahe Dam. The effective date of the 
act is the date of issuance by the Secretary of the Interior of a proclamation that 
the act has been ratified and approved in writing by three-quarters of the adult 
members of said Indians as defined in section I of the act. This proclamation 
was signed by the Secretary on April 6, 1955. 

Section V of the Act provides that $5,160,000 shall be appropriated and de- 
posited in the Treasury of the United States to the credit of the Indian Tribe to 
draw interest on the principal thereof at the rate of 4 percent per annum until 
expended for the purpose of rehabilitation for all members of the tribe who are 
residents of the Cheyenne River Sioux Reservation at the time of passage of the 
act. The fund is also to be available for relocation and reestablishment of members 
of the tribe who reside on lands conveyed to the United States. The act provides 
that expenditures from the fund are to be made upon the order and direction of 
the tribal council with the approval of the Secretary of the Interior. 


STATEMENT OF BarRTON GREENWOOD 


Mr. Chairman and members of the committee, the supplemental estimate that 
we wish to discuss will provide funds for the rehabilitation and relocation of the 
Indians of the Cheyenne River Sioux Reservation in South Dakota for lands 
taken for the construction of the Oahe Dam. 

There are approximately 4,300 members of the Cheyenne River Sioux Tribe 
of whom 2,300 or 53 percent are residents of the reservation. There are nearly 
600 resident fainilies. 

The total reservation lands consist of 1,618,125 acres of which 813,949 acres 
are allotted, 798,173 acres are owned by the tribe, and 6,003 acres are owned by 
the Federal Government. 

Almost every family shares to some extent in the economic benefits of the 
reservation’s natural resources. 

A total of 104,420 acres of the most productive reservation lands have been 
acquired by the United States for the construction of the Oahe dam and reserva- 
tion project. The acquisition of these lands will force approximately 180 families, 
or 30 percent of the resident population, to move to new locations and will affect 
adversely many of the other resident families who now depend upon the taking 
area as a principal source of water, wood, wild fruit, wild game, and shelter for 
livestock. 

Of the 180 families who will be forced to move from the taking area, it is prob- 
able that a comparatively large percentage of them will want to relocate and 
reestablish themselves on or near the reservation. A few, however, have ex- 
pressed a desire to leave the reservation and make their homes elsewhere. 

Most of the 420 Indian families who are residents on the reservation but 
outside the taking area, will want to remain on or near the reservation and 
utilize rehabilitation funds to improve their houses and water supplies, to increase 
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the size of their farming operations, to establish their own business enterprises 
and for other purposes. Others will desire to find jobs in industry or estab- 
lish business enterprises away from the reservation. 

Section V of Public Law 776, 83d Congress, approved September 3, 1954, 
provides that $5,160,000 shall be appropriated and deposited in the Treasury 
of the United States to the credit of the Indian tribe to draw interest on the 
principal thereof at the rate of 4 percent per annum until expended for the purpose 
of rehabilitation for all members of the tribe who are residents of the Cheyenne 
River Sioux Reservation at the time-of passage of the act. The fund is also to 
be available for relocation and reestablishment of members of the tribe who reside 
on lands conveyed to the United States. 

Mr. Greenwoop. Under Public Law 776, approved September 3, 
1954, the Congress proposed to pay certain definite amounts and some 
indefinite amounts to the Cheyenne River Indians of South Dakota for 
lands that are required by the Corps of Engineers in connection with 
the construction of the Oahe Dam project on the Missouri River. 

The construction of this dam will inundate approximately 104,000 
acres of the Cheyenne River Reservation, about one-half of which 
represents tribal lands and one-half lands allotted to individual 
Indians. A previous act of Congress authorized the Secretary of the 
Interior and the Chief of Engineers to enter into negotiations with the 
Cheyenne River Tribe in an attempt to arrive at a mutually satis- 
factory settlement. That proved to be impossible and the tribe then 
came to Congress with its claims. Hearings were held on the bill 
introduced based on the claims of the Indians and, after considerable 
hearings and discussion of the legislative proposal, the act of Septem- 
ber 3, 1954, was passed, which provides for the payment of $5,384,014 
for lands taken and certain damages in addition to the land value. 
In section 5 of that act Congress agreed to appropriate $5,160,000 for 
the relocation and rehabilitation of the Indians living on the 
reservation. 

As I said, in addition to this specific amount, Congress also agreed 
to appropriate such funds as might be necessary for reconstruction of 
the agency facilities and for payment to the tribe of the cost that they 
incurred in connection with the negotiations with the Corps of Engi- 
neers over this matter. 

Mr. Kirwan. According to what we are told, those people might 
have been there for thousands of years and it must have been hard for 
them to give up their homes in the valley on the banks of the Missouri. 
The question I am interested in asking you as representing them here 
this morning is, Do you think they were well compensated for the land 
as far as money is concerned? You can never put back their memo- 
ries and happiness; but now that we have put them out of there— 
[ do not mean that we have done that with malice, but they are being 
moved—have they been compensated properly for their land, in 
your belief? 

Mr. Greenwoop. I think Congress has made a satisfactory settle- 
ment here. It is not the amount that the Indians asked for, but after 
due consideration of the Indians’ claims the Congress decided this 
amount was a fair amount. 

Mr. Krrwan. Do you think it is a fair amount from your work 
with the Indians? 

Mr. Greenwoop. I think it is; yes, sir. The amount that is to be 
paid for the land is somewhat more ‘than the staff that we used to 
appraise the lands came up with in the way of value; it is somewhat 
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more than the Corps of Engineers offered and considerably more than 
the appraisal firm, that the Corps of Engineers employed to appraise 
the land, came up with. 

Mr. Kirwan. That is the statement I want. I am glad you made 
that. The Congress of the United States went above the appraisal 
of so-called smart realtors and above the Army engineers recommenda- 
tions. I am glad Congress did that; because it is hard for an Indian 
to go somewhere else and buy land. No matter how much money 
we give him, he will wind up short, anyway, because somebody will 
take advantage of him. I am glad to hear you say that Congress 
gave more than what the Army engineers and the real-estate people 
recommended. 

Mr. GREENWOOD. To give you some idea, the appraisal firm that 
the Corps of Engineers employed arrived at a value of $1,605,416; 
the Corps of Engineers offered $2 million, and the actual land value 
that Congress has allowed amounts to $2,250,000. But, on top of 
that, there is $3,134,014 for what amounts to indirect and severance 
damages for the loss of home and various rights. 

Mr. Krrwan. I am thankful and grateful that Congress in its 
wisdom has seen fit this once of a very few times to try to compensate 
and give to these people what they are entitled to, and I am glad they 
have given it to them in this case. 

Mr. JENSEN. I too, am pleased that we treated these Indians as 
well as we have. I am informed that they are well satisfied so far as 
the cash benefit to them is concerned. Of course many of them, I 
presume the majority of them, would much rather have retained their 
old homesteads than to sell them to the Federal Government for this 
purpose or any other purpose. Nevertheless, I am glad we have 
treated them as well as we have. 

Mr. Fenton. Of course, as the chairman says, there is not much 
we can do about it except a very interesting part of your statement is 
that a total of 104,420 acres of the most productive reservation lands 
were taken. 

Mr. GrEENwoop. Yes, Dr. Fenton. That is land down in the 
river bottom, right along the river. 

Mr. Fenton. Was there no other land available for this purpose? 

Mr. GrEENWoop. I presume not. The dam, of course, is not 
located on the reservation; it is located about 6 miles northwest of 
Pierre, S. Dak., and backs water up on the reservation along the 
eastern and southeastern boundaries of the reservation from the 
Missouri and its tributaries. 

Mr. Fenton. I am just afraid that the Corps of Engineers, in doing 
a lot of this work, is taking out of use good productive land. I just 
want to make note of the fact that all of this good land is being taken 
out now, and I think it is time that these two outfits, the Bureau of 
Reclamation and the Corps of Engineers, get together. 

Mr. Greenwoop. Mr. Chairman, I might say this represents a 
part of the Missouri River Basin development project. 

Mr. Fenton. I know. 

Mr. Greenwoop. That was authorized, I believe, by the Flood 
Control Act of 1944. 

Mr. Fenton. I am glad the Indians are being taken care of, anyhow. 

Mr. Kirwan. Thank you, gentlemen. 
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UnrrorM ALLOWANCE 


Mr. Kirwan. The next item, Mr. Larson. 

Mr.. Larson. Mr. Chairman and members of the committee, the 
Federal Employees Uniform Allowance Act authorizéd the use of 
appropriations for the purchase and replacement of uniforms of 
employees required by regulations existing on the date of enactment 
of the act or by law to wear a prescribed uniform in the performance 
of official duties. The effective date of the act was September 1, 1954. 

Public Law 37, approved May 13, 1955, amended the Federal 
Employees Uniform Allowance Act to strike the requirement that 
payments could be made only to employees required to wear a uniform 
by regulations— 
existing on the date of enactment of this Act. 

A review of positions in the Department in which uniforms are 
worn by employees as a matter of tradition or under oral instruction 
reveals a need for authorizing language in three appropriation items 
for the Department of the Interior as follows: Office of the Secretary: 
“Salaries and expenses,” “Working capital fund’’; Bureau of Indian 
Affairs: “Education and welfare services.” 

The Department is presently reviewing the positions involved for 
the purpose of issuing regulations which would prescribe the wearing 
of uniforms. No funds are being requested at this time to cover the 
cost of uniforms. 

The authorization for the 2 appropriation items in the Office of the 
Secretary would provide for uniforms for 2 chauffeurs and 4 nurses 
at an estimated cost of $500. In the Bureau of Indian Affairs it would 
authorize payments for uniforms for 998 positions in various fields 
such as nurses, policemen, dental officers, cooks, dairymen, and so 
forth, at an estimated cost of $50,000. 


~- 


Monpbay, JuNE 20, 1955. 


Fish AND WILDLIFE SERVICE 


WITNESSES 


ARNIE J. SUOMELA, ASSISTANT DIRECTOR 

LIONEL A. WALFORD, CHIEF, BRANCH OF FISHERY BIOLOGY 

ANDREW W. ANDERSON, CHIEF, BRANCH OF COMMERCIAL FISH- 
ERIES 

WILLIAM V. TAYLOR, CHIEF, BRANCH OF ENGINEERING 

JOHN R. GARDNER, CHIEF, BRANCH OF BUDGET AND ADMINISTRA- 
TIVE MANAGEMENT 


INVESTIGATION OF RESOURCES 


Amounts available for obligation 


Revised 


In budget estimate | Difference 
aii eenatettiaiiietih ic liiciaanmunskiagn tliat acu iaiieidaa dina tiabanii dh i tilinsinlibiaiaielile eine Bini eae re 
Appropriation or estimate : $3, 977, 000 $4. 707, 000 + $730, 000 
Reimbursements from non-Federal sources ____-- 3, 000 | 3,000 | 
Reimbursements from other accounts. 15, 000 | 15, 000 | 


Obligations incurred --__- ‘ 3, 995, 000 4, 725, 000 +730, 000 
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Obligations by activities 
Description In Budget 


Direct Obligations 


aneoae Difference 


Appropriated funds: 
1. Research on fish and fisheries 
2. Exploration, development, and utilization of fishery re- 


Total obligations from appropriated funds 
Reimbursements from non-Federal sources: 
5. Replacement of personal property sold 


Total direct obligations : 4, 710, 000 
Obligations Payable Out of Reimbursements From Other on 
Accounts 


1. Research on fish.and fisheries 
2. Exploration, development, and utilization of fishery re- 


Total obligations payable out of reimbursements from 
other accounts 


Obligations by objects 


Revised 


Object classification In budget estimate 


Difference 


Summary of Personal Services 


Total number of permanent positions s 570 +17 
Full-time equivalent of all other positions 84 +17 
Average number of all employees 602 +43 
Number of employees at end of year 625 +25 





Personal service obligations: 
Permanent positions_.- $2, 486, 015 $2, 564, 144 +$78, 129 
Positions other than permanent ca 207, 200 262, 834 +55, 634 
Regular pay in excess of 52-week base 9, 015 9, 424 +409 
Pens BOTS WtnO CONE... . «nn ng ep nce ncesencncnsn- 50, 500 64, 428 +13, 928 


Total personal service obligations. --_.....-....--- ; 2, 752, 730 2, 900, 830 +148, 100 





Direct obliyations 
Appropriated funds: 

01 Personal services a | 2, 752, 730 2, 900, 830 +148, 100 
De RE ow ee kecnccacccectusunkascoosReaeeoe tis 167, 200 +34, 000 
p> eran ir GOS... oon aco ch cae nec ane 23, 100 : 
04 Communication services._............-- ladies 117, 700 
OS  Rakts and Wiiity enrvines...... 25. 22 oo seeded. ck 2cke 55, 900 
06 Printing and reproduction 55, 100 
07 Other contractual services 274, 670 
08 Supplies and materials 368, 200 
09 Equipment 
10 Lands and structures 
15 Taxes and assessments 


Subtotal 
Deduct charges for quarters and subsistence 


Total obligations from appropriated funds---_____...__-- 3, 977, 000 
Reimbursements from non-Federal sources: 
09 Equipment 3, 000 


Total direct obligations...................-.-------- 3,980,000 | 4,710,000 | 











| 
Obligations Payable Out of Reimbursements From Other Accounts | 


02 Travel 

OR. ORIEN WE SID. gg sks nds ence ccc cen | 
eT ee ae eee 
a a I I os eicrecsisinrorne iiinniedninnicermeadwared 
08 Supplies and materials 


Total obligations payable out of reimbursements from 
I i a i can a plein 








Obligations incurred 





Sh 
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Mr: Kirwan. The next item from House Document No. 171 is for 
the Fish and Wildlife Service, where we have a request for $730,000 
for an additional amount for “Investigations of resources’’ and $325,000 
for “Construction.” 

Do you have a prepared statement? 

Mr. Suometa. My name is Arnie J. Suomela; I am an Assistant 
Director. I am pinch-hitting for Director Farley. With me are 
several members of the staff to whom, if I may, I will refer detailed 
questions asked by you. I have a statement of Mr. Farley’s and, I 
will read it, or do whatever is your desire. 


GENERAL STATEMENT 


Mr. Kirwan. Suppose you give us the highlights, and we will 
insert the justifications, together with the statement of Mr. Farley. 
(The matters above referred to are as follows:) 


PuRPOSE AND NEED FOR SUPPLEMENTAL FuUNDs 


The proposed supplemental is for research activities in participation with 
Japan and Canada concerning the migration and distribution of salmon and 
related species of fish, as contemplated by the International Convention for the 
High Seas Fisheries of the North Pacific Ocean. This will permit the United 
States to fulfill its obligations under the treaty. 

A protocol to the International Convention for tre High Seas Fisheries of the 
North Pacific Ocean calls for investigation of waters of the Convention area to 
determine if there are areas of intermingling of North American and Asian stocks 
of salmon, and to establish a line best dividing these stocks. With regard to 
the Commission established to carry out the provisions of the Convention, it 
provides that “in the performance of its functions, the Commission shall, insofar 
as feasible, utilize the technical and scientific services of, and information from, 
official agencies of the contracting parties and their political subdivisions and 
may, when desirable and if available, utilize the services of, and information 
from, any public or private institution or organization or any private individual.” 

The legislation implementing the International Convention (Public Law 579, 
83d Cong, approved August 2, 1954) provides that ‘‘(b) Such funds as shall be 
made available to the Secretary of the Interior for research and related activities 
shall be expended to carry out the program of the Commission in accordance with 
recommendations of the United States Section.’’ The Commission, in its first 
annual meeting held in Vancouver October 25-28, 1954, drew up and approved a 
program of research to be undertaken by the three nations working in collabora- 
tion. The American Section has recommended by letter, dated November 23, 
1954, copy attached, that the United States carry out its part of the Commission’s 
program. 

Because of the complex and changing nature of the migrations of the salmon and 
of their high seas environment (currents, temperature, salinity, density, etc., 
the problem of high seas salmon research is one of great magnitude. The Com- 
mission’s program calls for the following: 

I. Study of offshore distribution of salmon to obtain data on intermingling and 
movements of salmon populations on the high seas. Estimate, $188,800. 

(a) Collection and analysis of records of commercial catches. This is already 
being covered by present work of the Service and needs no further financing at 
present, 
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(b) Special fishing by research vessels for scientific material. An analysis of 
the cost is as follows: 


Personal services: 
1 fishery research biologist, GS-11 
1 fishery research biologist, GS—9 
1 clerk, GS-7 


en ED NS SU. 2... <i enc semana chains 
Deduct lapse 


Net permanent positions - - - - -- 15, 000 
Fishery aids, GS—4 (64 man-months) 17, 000 
Additional pay for services aboard 4, 500 

Total personal services _ - 36, 500 

Charter of vessel for 16 boat-months_- 128, 000 
24, 300 


188, 800 


II. Identification of stocks—by comparative anatomical studies, by compar- 
ative biochemical and physiological studies and by parasitological studies. Cost 
of the United States portion would be $225,000. 


Personal services: 
ene cumenre WMena, Cie. gan ooo os enki ce cae $10, 120 
8 fishery research biologists, GS-7 33, 640 
l-clerk, GS-7 4, 205 


eee ourmament PemVens.. sown Sw enc eee ee ceseidedews 47, 965 
Deduct lapse 965 
Net permanent positions - See 47, 000 
40 fishery aids, GS-4 (% year) 31, 750 


Additional pay for services abroad 9, 000 


Total personal services 87, 750 

28, 000 

Communication services 1, 000 
Charter of 5 small inshore vessels, 24 vessel-months_________________- 96, 000 
NE I a weil earn be phate ho We bach Sele ails ea nelereminnees 5, 250 
I I NS is eb in ge ty ede ae Whe es wie pele wg aber ns 7, 000 


225, 000 


III. Study of movements by tagging to follow the offshore migrations of salmon, 
This will also permit segregation of the individual stocks as to point of origin by 
following the time and differential rates of recovery of lots of fish tagged-over a 
wide area surrounding the region of mingling of Asiatic and North American 
stocks. Cost of the United States portion would be $91,200. The entire study 
will be conducted under contract with a university, or nonprofit institution. 

IV. Oceanographic studies to acquire knowledge of the physical oceanography 
of the North Pacific as it relates to the distribution and movements of salmon. 
The area covered would include the Pacific Ocean and the Berirg Sea in the 
vicinity of the Aleutian Islands and in the Gulf of Alaska. Data obtained would 
eover the following subjects: circulation (currents), temperature, salinity, bathy- 
metry, bottom sediments, wind forces, phosphates. Data now available from a 
few oceanographic cruises and from naval and merchant vessels are promising in 
relation to the salmon problem. Much more detailed data on seasonal and 
spatial distribution of the various characteristics are needed, however. United 
States portion would be contracted at $175,000. 

V. High seas king crab research: The Commission also drew up a program of 
hich seas research on king crab which calls for: (a) Collection and analysis of 
records of commercial catches; (b) identification of stocks by comparative anatomi- 
cal and biochemical studies; (c) study of relation of currents to-diatribytion and 
dispersal of young; (d) study of growth rates and development of methods of age 
determination; (e) study of movements by tagging; (f) determination of fishing 
and natural mortality. Cost of the United States portion of the program would 
be $50,000. 
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Personal services: 
1 fishery research biologist, GS-11.._._....------. $5, 940 
1 fishery research biologist, GS-7 f Moise eti ce a 4, 205 
} statistician, GS-9. ..............- ee re ee ee ee ee 5, 060 
Total permanent positions------------- ate 2 15, 205 
Deduct lapse ‘ ie v 205 
Net permanent positions -- - - ~~ - sided : 15, 000 
6 fishery aids, GS—5 (4% year) -.--.-------- pb tinbanis : 7, 000 
Additional pay for services abroad _ - 1, 700 
Total apart services- -- -- setae Sl : a ‘ ee 700 
Travel __ pe aiebuade athe i 4 ; ; 6, 000 
Communication services we 500 
Operation and servicing of recording hydrographic instruments__ 12, 000 
Supplies and materials ‘ wis ‘ eakd ' 2, 800 
Equipment (hydrographic instruments, etc.)__-_____-_- oe 5, 000 


dive i are! teak sk tebe ah J 50, 000 


San Francisco, November 23, 1954 
Mr. Jonn L. FAR Ey, 
Director, Fish and Wildlife Service, 
Jnited States Department of the Interior, 
Washington, D. C. 


Dear Mr. Fartey: At a meeting held in Vancouver, British Columbia, Canada, 
October- 25-29, 1954, the International North Pacific Fisheries ~Commission 
recommended a program of biological research to be undertaken by the three 
member sections in conformance with the terms of the International Convention 
for the High Seas Fisheries of the North Pacific Ocean. 

The American Commissioners submit herewith a budget of $730,000 for the 
United States part of this program during the year July 1, 1955 to June 30, 1956, 
and recommend that the Secretary of the Interior obtain the necessary funds 
through the appropriate channels. 

Sincerely yours, 
Mitton E. Broopine, 
Chairman, United States Section, International North 
Pacific Fisheries Commission. 


GENERAL STATEMENT BY JOHN L. Faruey, Director, FISH AND 
WILDLIFE SERVICE 


I am pleased to have this opportunity to appear before this committee in sup- 
port of two supplemental estimates for the fiscal year 1956 which have been snb- 
mitted recently by the Bureau of the Budget. The first, in the amount of $730,000, 
is for investigations of resources for research in cooperation with Japan and 
Canada concerning the migration and distribution of salmon and related species 
as contemplated by the International Convention for the High Seas Fisheries of 
the North Pacific Ocean, and the second, in the amount of $325,000, is for ‘‘Con- 
struction.” 


SUPPLEMENTAL ESTIMATE FOR INVESTIGATIONS OF RESOURCES 


The legislation implementing the international convention (Public Law 579, 
83d Cong., approved August 2, 1954) provides that such funds as shall be made 
available to the Secretary of the Interior for research and related activities shall be 
expended to carry out the program of the Commission in accordance with the 
recommendation of the United States section. The submission of this estimate 
at this time is due to the fact that the Commission was, of course, not appointed 
until after the implementing legislation had been enacted, and it was late in 
October 1954 before the Commission held its first annual meeting in Vancouver, 
B. C., at which time it drew up and approved a program of research to be under- 
taken by the.three nations working in collaboration. It was late in November 
1954 before the United States section of the Commission determined the part of 
the Commission’s program which the United States should carry out. Con- 
sequently it was too late to be included in the regular estimates of this Service for 
the fiscal year 1956. 
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A protocol to the international convention calls for investigation of waters of 
the convention area to determine if there are areas of intermingling of North 
American and Asian stocks of salmon and to establish a line best dividing these 
stocks. Because of the complex and changing nature of the migrations of the 
salmon and of their high seas environment, the problem of high seas salmon re- 
search is one of great magnitude. 

The Commission’s program calls for (1) a study of offshore distribution of 
salmon to obtain data on intermingling and movements of salmon populations 
on the high seas at an estimated cost of $188,800 for the United States share: 
(2) identification of stocks by comparative anatomical, biochemical, physiological 
and parasitological studies, estimated to cost $225,000 for the United States share: 
(3) study of movements by tagging to follow the offshore migrations of salmon, 
estimated to cost $91,200 for the United States share, which study will be 
conducted under contract with a university or nonprofit institution; (4) ocean- 
ographic studies to acquire knowledge of the physical oceanography of the 
North Pacific as it relates to the distribution and movements of salmon, estimated 
to cost $175,000 for the United States share, which studies would include the 
Pacific Ocean and the Bering Sea in the vicinity of the Aleutian Islands and in 
the Gulf of Alaska; and (5) high seas king crab research in accordance with 
a program determined upon by the Commission, estimated to cost $50,000 for 
the United States share. 


SUPPLEMENTAL ESTIMATE FOR CONSTRUCTION 


The supplemental estimate for construction in the amount of $325,000 includes 
$170,000 to construct a combination office-laboratory-warehouse at Pascagoula, 
Miss. to serve as a headquarters for the Service’s exploratory fishing and gear 
development program in the Gulf of Mexico, and $155,000 for the construction 
of a 450-foot wharf to replace the docking facilities at the Fishery Biological 
Station at Woods Hole, Mass., damaged beyond repair by the hurricane which 
struck Woods Hole, Mass., on August 31, 1954. 

Headquarters building at Pascagoula, $170,000.—The estimate contemplates 
the construction of a permanent building at Pascagoula to consist of 11,000 
square feet, the space to be used for offices, laboratories, storerooms, shops, cold 
storage, and related facilities to be included in a single masonry building. 

The exploratory fishing and gear research program of the Service for the Gulf 
of Mexico area was established at Pascagoula 5 years ago. The site was selected 
because the city is centrally located along the gulf coastline and has shipyards 
and machine shops of the type required in vessel operations and gear construction 
and offers better vessel harbor and protection from hurricanes than most other 
gulf cities. The present headquarters are located in an old frame house made 
available by the city without charge. The building is entirely inadequate, is not 
fireproof and its storage facilities are in a poor state of repair. The city dock 
at which the research vessel Oregon is berthed has become extremely crowded 
due to the expanded commercial activity resulting from findings of the program. 

Within the few years since the Service has been established in this area, it has 

fostered developments of considerable value to the gulf fishing industry. Explora- 
tory fishing by the vessel Oregon out of Pascagoula has discovered yellow-fin tuna 
in commercial quantity in the Gulf of Mexico. This is a remarkable discovery 
of a new source of excellent tuna, comparable or better than Pacific tuna, and 
fortunately, on fishing grounds close to domestic processing centers. Vessels in 
the Pacific tuna fisheries range as far as 5,000 miles away in catching tuna. At 
this early stage the full extent of the gulf resource is not yet known but already 
several commercial vessels are in operation in this area. 
‘ Another extremely important result of Service activity in this area is the 
establishment, for the first time, of pet food canning plants in the area utilizing 
so-called trash fish. The first plant was introduced at the recommendation of 
the Service staff at Pascagoula and a pilot plant was established about 3 years 
ago. There are now more than 100 persons employed and the plant has a $4% 
million annual output. Another plant has just begun operations this year. 

Service exploratory fishing has also pinpointed new fishing grounds for deep- 
water red shrimp, as well as new production areas for the more common brown 
and pink shrimp. 

Local industry members and municipal. officials at Pascagoula, realizing the 
value of the Service’s research programs and aware of the inadequacy of the present 
faeilities, have offered attractive land for the building site. They have also agreed 
to build a new dock and to provide and maintain a channel at the site for the Oregon 





127 


at no cost to the Service. It is estimated that this is about equal in value to the 
cost of the building proposed. The proposed building would combine the services 
required for exploratory fishing, gear research, and technological research. The 
jand offered will permit economical construction of a suitable building. 

The research so far performed by the Service in this area has produced substan- 
tial results, but the unexplored fields are many. The Gulf area comprises thou- 
sands of square miles of water, much of it yet unexplored. Following the pattern 
of explorations in other waters, future research will explore the deeper waters. 
As exploratory fishing discovers new grounds and new resources, additional gear 
research and technological problems will need to be solved. It is anticipated that 
research on the expanding gulf fisheries should be a continuing function. 

Funds are not available for this construction except by supplemental appro- 
priation. This estimate is being submitted at this time because of the opportunity 
afforded to secure the tract of land, dock and the channel facilities without cost 
and because of the uncertainty that such offer will be held open indefinitely. 

Repair of docking facilities at Woods Hole Fishery Biological Station, $155,000.— 
On August 31, 1954, Hurricane Carol stuck the Woods Hole station, wrecking 
existing dockage facilities completely and damaging other operational structures, 
alrealy in poor condition, to the extent that anything short of complete recon- 
struction of those facilities would not be practicable. 

The entire wharfage around the seawall, including the piling, was lost to use. 
The wharf was damaged and the planking torn off. The first floor of the labora- 
tory was flooded and all exhibits were lost. Windows were smashed on the sea 
side of the first floor and two doors lost. A hole was made in the stone foundation 
of the laboratory and other holes made in the seawall. A metal storage building 
was demolished and another damaged. This is the only wharf at which the Serv- 
ice vessels can dock near the laboratory. Facilities are in such condition that a 
serious winter storm or another hurricane would make them completely unusable 
and deprive the Service of its docking facilities at this place. 

Estimates of cost of this work were received too late to be included in the 
regular budget estimates for the fiscal vear 1956. 

The fishery research conducted at Woods Hole is on the important commercial 
species of ground fish in New England waters and on the Grand Banks. The 
research is carried out so as to determine the size and extent of these resources 
and to devise measures of obtaining maximum production consistent with con- 
tinuance of the stocks. The work, which is of great importance to the New 
England fishing industry, is executed in cooperation with the International Com- 
mission for the Northwest Atlantic Fisheries and the Atlantic States Marine 
Fisheries Commission. The Service is the principal research agency of these 
organizations and is the only one conducting highseas research on the North 
Atlantic fishery stocks of interest to the United States fishermen. 

Data on distribution, abundance, spawning habits, schooling behavior and other 
important aspects of ground-fish biology are obtained with the research vessel 
Albatross III, a 180-foot dragger. The vessel is operated from the Woods Hole 
Station on a year-round basis and plays an important part in the success and 
completeness of the North Atlantic fishery research program. 

I shall be glad to answer any questions concerning the foregoing estimates. 


STUDY OF THE MIGRATION AND DISTRIBUTION OF SALMON 


AD) 


Mr. Suometa. The request of $730,000 is for an investigation of 
resources which is for the purpose of research and cooperation with 
Japan and Canada, having to do with a study of the migration and 
distribution of salmon and related species as contemplated by the 
International Convention for the High Seas Fisheries of the North 
Pacific Ocean. 

The legislation implementing the convention was approved by 
Congress in August of 1954 and provided funds to be made available 
to the Secretary of the Interior for research on the fisheries and related 
species in the North Pacific. 

The submission of this estimate at this late date is because of the 
fact that the Commission was not appointed until after the imple- 
menting legislation had been enacted and it was not until October of 
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1954 that they had their first meeting and submitted their budget in 
November 1954, which was too late to get in our regular estimates 
for fiscal year 1956. 

The protocol of the convention calls for studies to determine if 
there are areas of intermingling of North American and Asian stocks 
of salmon and to establish a line best dividing the stocks. The pro- 
gram of the Commission in this connection is divided into several 
categories. The first is the study of the distribution of the fisheries 
in the North Pacific area; the second involves the identification of the 
stocks of salmon in the North Pacific by anatomical, biochemical, and 
physiological methods; a third is the tagging of salmon to determine 
their offshore migrations; and a fourth part of the program consists of 
oceanographic studies of the currents and other water movements 
which direct the distribution and migrations of salmon. In addition 
to the above, the Commission has programed research on the king 
crab. 

The convention is with Japan, Canada, and the United States and 
one of the important points is the determination of the intermingling 
of races. Studies will be conducted about the 175th meridian. This 
particular line was agreed upon by all countries, and the treaty 
specifies that Japan agrees to abstain from fishing for salmon, herring, 
and halibut east of about 175 degrees west longitude, and Canada 
agrees to abstain from fishing for salmon east of that line in the 
Bering Sea. 

Mr. JENSEN. Where does that meridian run? 

Mr. Suvome La. It runs just about the end of the Alaskan Peninsula. 

Mr. JENSEN. You say Japan has agreed to that? 

Mr. Svuometa. Yes. Our problem is to determine whether or not 
salmon in that particular area are of Asiatic or’American origin. 
Should it be found that the fish in the area of the 175th meridian are 
predominantly of American origin, then presumably the Commission 
will take steps to move the line farther westward. 

Mr. JensEN. And vice versa? 

Mr. Svomexa. And vice versa. 


CONSTRUCTION 


The next request we have is $325,000 for construction. The first 
item is $170,000 to construct a combination office, laboratory, and 
warehouse building at Pascagoula, Miss. The quarters we are now 
occupying are in an old framehouse. It is not fireproof, is very inade- 
quate, and its storing facilities for our records and other material are 
very poor. The docking facilities for our ship the Oregon at Pasca- 
goula are becoming crowded because of the commercial fisheries 
development that has taken place in Pascagoula. 

We contemplate, with the approval of the committee, to build a 
combination office, warehouse, and technological laboratory of 11,000 
square feet. 

The work we are doing in the gulf was established about 5 years 
ago and the site we selected for this exploratory work had the advan- 
tage of being centrally located in relation to the gulf fishery. The 
building, is entirely inadequate from which to conduct our work and, 
we are being crowded out of dock space. 

You might be interested to know some of the work that the Service 
has done in that area. Just recently the Service has discovered 
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through its exploratory work in the gulf yellow-fin tuna in commer- 
cially important quantities. It has had the effect that now there are 
3 boats fishing commercially for yellow-fin tuna and it is expected that 
3 more will be in that fishery in the very near future. 

Another extremely important discovery that was made by the 
Service in the gulf was the so-called trash fish that are not used as 
human food, but could be utilized for manufacture of food for pets— 
dog and cat food. We have now in Pascagoula a big plant manu- 
facturing this particular food. Their annual production is valued as 
we understand, at about $4.5 million. It is expected that another 
plant will be in operation very soon. 

The reason we are coming in with this particular request at this 
time, and we realize it is late, is because the members of the local 
industry and municipal officials in Pascagoula have offered the Service 
and the Government attractive land on which to build the laboratory, 
also to build a dock for moorage of the vessel Oregon, and also to 
provide and maintain the channel to the dock site. It has been esti- 
mated that the value of the land plus the dock to be built and the 
maintenance work equals the amount we are requesting for the con- 
struction of the building—about $170,000. We have already lost one 
particular spot that the city offered, because of our inability to get onto 
the grounds and start work. We have at the present time two sites 
being offered, both of them very good, and it is hoped we can get some 
building started and dockage for the ship. 

Funds are not available for this construction except by supplemental 
appropriation and it seems like an opportunity to secure this tract of 
land at this time, which we do not think will be held open indefinitely 
for us. 

The other request for construction that we have is $155,000 for 
the repair of docking facilities at Woods Hole Laboratory in Massa- 
chusetts. On August 31 of last year Hurricane Carol swept through 
that area, completely destroying the dock facilities for our research 
vessel Albatross. We have had to use other facilities some distance 
away from our laboratory. What remains of the dock is in very poor 
condition and is not usable for the ship. The entire wharfage around 
the seawall and part of the seawall itself was destroyed; the first floor 
of the laboratory was submerged, the walls of the foundation were 
knocked in and we lost all of the exhibits on the first floor laboratory. 
Windows were smashed in, and two doors were lost as a result of the 
hurricane. 

Estimates of the cost of restoring the dock and seawall destroyed 
by the hurricane were submitted too late to be included with our 
regular appropriation and that is the reason we are coming in at this 
time. 

The fishery research conducted at Woods Hole has to do with our 
study of the fisheries of the north Atlantic, chiefly haddock, whiting, 
flounders, and sea scallops. 

I think that highlights the request that we have. I will be glad to 
answer any questions. 

Mr. Krrwan. I understand you say that due to your discovery down 
in Florida of the yellow-fin tuna they have now been able to prepare 
fish for dog food? 

Mr. Suome.a. No, not from yellow-fin tuna. The yellow-fin tuna 
is a very, very good food fish which is chiefly canned for human con- 
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sumption. The other fishes which I mentioned are not used for human 
food, but are excellent to manufacture as pet food. 

Mr. Krrwan. Due to your discovery down there, they have now 
established a factory that has a business of $4 million a year? 

Mr. Suome.a. That is the pet-food industry. 

Mr. Kirwan. Whatever it is, from your discovery down there they 
have established a factory that is doing a business of $4 million a year? 

Mr. Svomexa. That is right, and they also contemplate another 
plant will soon be in operation. 

Mr. Krrwan. Showing it is very much worthwhile. 
‘ a SreMINSKI. Is it possible to create fertilizers and nitrates from 

sh? 
Mr. SuoMELA. Yes. 


CONTRIBUTIONS TO INTERNATIONAL NORTH PACIFIC FISHERIES 
COMMISSION 


Mr. Kirwan. How much are the other nations contributing to the 
Northwest Conference? 

Mr. Svuometa. The amount of money put in by the other nations is 
in balance with that put in by the United States. 

Mr. Kirwan. It is about equal? 

Mr. Svometa. It is about equal. May I refer that question to 
Dr. Walford? 

Mr. Watrorb. Japan is putting in about $538,000 a year; Canada 
about $262,500. The percentages spent on Salmon research by the 
various countries are: United States, 48 percent; Japan, 35 percent; 
Canada, 17 percent. 

The percentages of the total quantity of Salmon which these 
countries take are: United States 50 percent; Japan, 36 percent; 
Canada, 14 percent. So the amount proposed to be spent on research 
is in proportion to the catch. 

Mr. Kirwan. They are on an equal basis, 

Mr. WAtForp. Yes. 


RESEARCH BEING CONDUCTED 


Mr. Kirwan. What other research are we doing of the same sort? 

Mr. Suvome.a. In the North Pacific? 

Mr. Kirwan. In the North and South Pacific and in Massa- 
chusetts? 

Mr. Watrorp. In the Gulf of Maine and the North Atlantic Ocean, 
we are engaged in research on the biology of all of the fishes of com- 
mercial importance, with a view to conserving the stocks of fish. 
Ours is essentially a conservation problem. 

In the South Atlantic area, we are carrying on research of the fishery 
resources of the whole area in order to ascertain the quantity of the 
different species of fish in the sea for commercial fisheries to take. 
We are engaged in a striped bass study along the entire coast in col- 
laboration with the States. Likewise we are carrying on a biological 
study of the menhaden, which is the object of the largest fishery in 
the Western Hemisphere, extending along the entire coast from the 
Gulf of Maine to Florida. 
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In the Gulf of Mexico, our biological program deals with the shrimp 
resources and is primarily to determine the maximum sustained yield 
of the resource. 

In the Pacific, from about San Francisco southward, we are work- 
ing in collaboration with the State of California on the problem of the 
sardine, a species which disappeared in 1947. There our problem is 
to determine the causes of fluctuations in availability and abundance 
of the sardine and to observe the changes in the environment asso- 
ciated with these changes. 

Mr. Krrwin. Do you ever in your research run across the sturgeon 
and the other fish such as the herring in the lakes area? 

Mr. Watrorp. It is the lamprey that engages our closest attention 
in the Great Lakes, the lamprey being the animal which destroyed 
the lake trout. 

Mr. Kirwan. Do you ever run across the sturgeon? 

Mr. Watrorp. We do. We do not have a particular research 
problem involving the sturgeon, but we do find them. They are 
reasonably common. 

Mr. Kirwan. They are still there? 

Mr. Watrorp. Oh, yes, they are still there. 

Mr. Kirwan. In the Great Lakes? 

Mr. Watrorp. In the rivers going into the Great Lakes. 

Mr. Kirwan. They told me many times when I used to represent 
a portion of the lake area that they used to fertilize with sturgeon 
they were so numerous on the Great Lakes at that time. 

Mr. Watrorp. They may have been numerous once before, but 
they are not so now. 

Mr. Kirwan. That is why I asked. I do not know of anybody 
picking them up now. 

Mr. Suomena. Speaking of sturgeon, when you mention at one 
time they were very numerous, I think, too, we might mention they 
were very numerous at one time in the Columbia River. In fact, 
they were so numerous that the fishermen would chop off their tails, 
so that they would not become entangled in the nets again, or chop off 
their heads to get rid of them. Now, however, the State of Oregon 
is doing research on sturgeon and there is a fairly substantial produc- 
tion of sturgeon on the Columbia. But at one time they were certainly 
declared to be a nuisance; whereas now the product is considered 
a delicacy. 

Mr. Krrwan. At one time they were a nuisance, and now they are 
almost like the king fish for food. 

Mr. Svometa. It is a luxury item. 


NEED FOR PASCAGOULA BUILDING 


Mr. Kirwan. You must have known the Pascagoula building was 
needed when you came up with your regular budget. Why was it not 
put in then? 

Mr. Svometa. The reason we are coming in with it now is that 
only recently have we been offered the area where we could build. 
This came too late to include in our regular budget. 

Mr. Kirwan. But you are convinced that to keep up with research 
you need a first-class laboratory and building down there? 

Mr. Suometa. Yes. The facilities we have now are not adequate. 
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Mr. Krrwan. The facilities are not adequate. I read in the paper 
last week where they had expended $40,000 on research in Dr. Fenton’s 
territory on oxygen. Doctors had been hospitalizing and putting 
women in confinement under an oxygen tent, or something in connec- 
tion with oxygen, and many children had been born blind by this. 
After $40,000 was spent on research they have now come to the con- 
clusion, so I learn, that they will save $700 million a year from having 
to maintain blind institutions where the Government has to spend 
many, many millions, along with the people who are suffering, and 
that will be saved just from the knowledge they got from the expendi- 
ture of $40,000 on research. What goes for the human, goes for fish 
or any animal. 

Mr. Suometa. I might say that the warehouse we have is wholly 
inadequate for the storage of the very expensive gear used in our 
exploratory work and with a building of this type we will have 
adequate storage. 

Mr. Kirwan. You will have everything in there to make a success 
of the research? 

Mr. Suome.a. We feel so; yes, sir. 

Mr. JensEN. I think it has been pretty well justified. 

Mr. Svometa. You might, for your information, look at some of 
the pictures of the Woods Hole destruction [exhibiting]. 

Mr. Fenton. Are the Oregon and Albatross Government vessels? 

Mr. Suomena. Yes; indeed, they are Government vessels. And 
may I make one remark having to do with Pascagoula? Where our 
facilities are located now, they are not Government owned. 

Mr. Krrwan. But the others will be Government owned? 

Mr. Suometa. Yes. The present facilities are owned by the city of 
Pascagoula. 

Mr. Fenton. Are there any private industries doing a lot of this 
type of work? 

Mr. Svometa. Not down in the gulf on this particular phase of the 
work, Dr. Fenton. Industry members and the fishermen and captains 
of the vessels are accompanying our motor vessel Oregon to sea and 
observe the character of the work being conducted by the Service, so 
that they can also benefit from the work and carry on their own com- 
mercial operations patterned after our discovery. 

Mr. Fenton. How large a vessel is the Oregon? 

Mr. Suome a. 100 feet. 

Mr. Kirwan. Thank you, gentlemen. 
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Mr. Kirwan. We have with us at this time the representatives of 
the Bureau of Mines in support of a budget request in House Document 
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yoo 


No. 171 of $1 
ment of Mineral resources.”’ 


0,000 under the item ‘Conservation and Develop- 


We will incorporate at this point in the record the justification 
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(The statement referred to follows:) 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is needed to provide for the continued 
operation of the oil-shale plant at Rifle, Colo., where the Bureau of Mines conducts 
research on the mining and retorting of oil shale for the production of liquid fuels 
and other byproducts. At the time the 1956 budget was prepared the future 
program at this plant was under study. A decision has now been made that 
further research is necessary, particularly with respect to mining methods, and 
this supplemental would finance the operation in 1956 at about the current level. 


SUPPLEMENTAL ESTIMATE, 1956, $1,250,000 


Synthetic liquid fuels 

The sum of $1,250,000 is requested for 1956 to develop a safe method for mining 
oil shale at Rifle, Colo., and to conduct related experiments in retorting. This 
estimate could not be submitted at an earlier date for the reasons discussed below. 

One of the recommendations made in a report of May 20, 1954, submitted by 
the survey team appointed by the Secretary of the Interior to study the organiza- 
tion of the Bureau of Mines, was that the experimental work done solely by the 
Bureau at Rifle cease unless there is a substantial contribution by industry. 
The Secretary instructed the Director of the Bureau of Mines to adopt most of 
the recommendations of the survey team, but excepted the recommendation 
concerning the work at Rifle. On July 30, 1954, the Assistant Secretary for 
Mineral Resources addressed a letter to the chairman of the National Petroleum 
Council, asking that the council give the Department the benefit of its advice as 
to the action that should be taken in the light of the survey team’s recommenda- 
tion. 

In the 1956 estimates, the Bureau requested an overceiling item for the oil- 
shale work at Rifle. This estimate was contingent upon participation by industry 
in financing the operation. No firm offer of cooperation was received and that 
amount was not included in the budget. Therefore, the estimates on which the 
Department of the Interior and related agencies appropriation bill, 1956, was 
based contain no funds for the oil-shale experiment station at Rifle in the fiscal 
year 1956. 

It had been expected that the National Petroleum Council would report at its 
meeting in October 1954; however, in that meeting the chairman of the committee 
appointed to study the question stated that it had not yet obtained all of the in- 
formation needed for reaching conclusions. On January 25, 1955, the Council 
approved a report of its committee. That report expressed the view that the 
Bureau of Mines had conducted essential and valuable experiments at Rifle, 
Colo., and that further governmental efforts along the lines of oil-shale develop- 
ment were not needed. The report recommended that the experimental work 
done solely by the Bureau on the production of oil shale and oil from shale at 
Rifle, Colo., be discontinued for the present, and that the facilities now on the site 
be maintained in standby condition. 

Since that report was approved by the National Petroleum Council there have 
been marked changes in the situation. The recommendations of the survey team 
and of the National Petroleum Council undoubtedly were based on the belief, 
which was warranted until February 28, 1955, that the oil-shale mining method 
the Bureau had devised, although needing further development to reduce costs, 
was a safe one. In March 1953 a section of the roof in the oil-shale mine had fal- 
len and demolished a loading machine. Fortunately, the operator of the machine 
had left the site temporarily, and nobody was injured. The roof was in workings 
that had been open for about 5 years. It was thought that the fall was a result 
of the age of the roof, but as a precaution the entire mine was roof-bolted. 

On February 28, 1955, a much larger section of the roof fell in workings that had 
been open only ashort time. The section that fell varied from 7 to 16 feet in thick- 
ness, was the full width of 60 feet between pillars and extended around the corners 
of pillars, and had an average length of 130 feet. The thickness of rock that fell 
exceeded the length of the roof bolts. Again, nobody was in the mine, but much 
of the mining equipment was damaged badly. If the fall had occurred while a 
crew was on shift, a number of men probably would have been killed. 

Since the fall of roof, the question of the future program at Rifle has been studied 
intensively by the Bureau, the Department of the Interior, and the Bureau of the 
Budget. The President has now approved the Department’s recommendation 
that the work continue. 
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A thorough study is being made of the cause of the fall of roof and of revisions 
of the mining method to avoid such falls in future experimental work and in com- 
mercial oil-shale mining operations. 

This fall of roof demonstrated conclusively that a mining method of adequate 
safety has not yet been developed. To assure that shale oil can be produced 
when needed, a revised system must be devised and tested. This will require 
several years. The work that has been done to date has not been lost because 
much experience has been gained in drilling and blasting the rock and in loading 
and transporting it from the mine. Consideration that has been given alter- 
native methods of mining has developed ideas concerning retreating methods that 
will avoid placing men and equipment under a large and high section of the roof 
at any time. 

Promise for the future is offered by an announcement of Union Oil Company of 
California that it is starting an experimental oil-shale operation with a retort of its 
own design, to be constructed on a scale larger than the Bureau’s largest retort, 
and may evaluate and test retorts of other designs. Possibly that company’s 
entry into oil-shale work will induce other companies to enter it and lead to cooper- 
ative efforts. However, considerable time will be required to develop satisfactory 
cooperative plans and to solve various administrative, legal, and technologic 
problems. The legal problems involved in cooperative work by the Bureau and 
industry may be especially difficult and time consuming, because the oil-shale 
mine and the Bureau’s plant and camp are on naval oil-shale reserves. If the 
Bureau’s operations at Rifle are shut down before cooperative arrangements can 
be made, the men the Bureau of Mines has trained, with large expenditures of 
time and money, will be lost to the project. Few of them could ever be reem- 
ployed to resume the work. There is little experience in oil-shale mining and 
retorting in the United States outside the Bureau. 

The Bureau has made a direct investment of about $600,000 in the gas-com- 
bustion retort and its auxiliaries. The design of the retort with a capacity of 
150 tons of shale a day was based on experiments with a retort that has a capacity 
of 6 tons a day. Considerable time was required to solve the mechanical prob- 
lems in the larger retort, gain experience with it, and train a crew to operate it. 
Therefore, the tests to explore the operating variables and find the optimum 
conditions could not be started until near the end of the calendar year 1954. 
Unless those tests can be continued for a reasonable time, much of that $600,000, 
and the larger expenditures that were made in work leading to the design of the 
retort, will be wasted. 

The retort developed by Union Oil Co. of California is of a type markedly 
different from the gas-combustion retort. in fact, it is more nearly a continuous 
model of the batch NTU retort with which the Bureau started its work at Rifle in 
1945. Therefore, the company’s operations with its own retort will shed virtually 
no light on the possibilities of the gas-combustion retort the Bureau has developed. 
There is no certainty that the company will ever conduct experiments with a retort 
of the gas-combustion design, in which it has no patent rights, and the furtber 
work should be done by men who have already gained experience with the gas- 
combustion process. 

It was not expected that the Bureau could obtain all of the needed information 
about the performance of the gas-combustion retort by June 30, 1955. However, 
before the roof of the mine fell, it was thought that by continuing to the end of the 
current fiscal year, the Bureau could obtain much more information than it now 
has. The collapse of the roof in the mine retarded the retorting experiments, and 
it is impossible to obtain the information that is needed to draw sound conclusions 
and prepare adequate reports on this gas-combustion method, unless the work is 
continued in the fiscal year 1956. If reasonably conclusive and complete reports 
are not prepared, much of the value of the work done in the past will be lost. 

Based on these circumstances, the Bureau strongly recommends that the opera- 
tions at Rifle be continued in the fiscal year 1956 on substantially the scale of the 
operations in the fiscal year 1955, with emphasis on the development of a safe 
mining method. A large part of the expense at Rifle is in operating and maintain- 
ing the various auxiliary facilities. Therefore, with the mining operations in 
progress, the cost of retorting to test the characteristics and uniformity of the shale 
that is mined, and to obtain further information about the performance of the gas- 
combustion retort, will be relatively small. 


Mr. Kirwan. Mr. Forbes, we will be very glad to have your 
statement at this time, which you may summarize if you wish. 
Mr. Forses. Thank you, Mr. Chairman. 
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GENERAL STATEMENT 


I am grateful for this opportunity to explain to the committee our 
need for a supplemental appropriation to continue operation of the 
Bureau of Mines oil-shale plant at Rifle, Colo., during fiscal year 
1956. The funds requested amount to $1,250,000 to permit us to 
continue our efforts to develop a safe method for mining oil shale. 
Some related experiments in retorting the shale will also be conducted. 

All of us are aware of the increasing quantities of petroleum that 
are being imported into this country. It is not too farfetched to 
anticipate that our dependence on foreign oil may some day create 
a security problem. It therefore behooves us to develop all possible 
new sources of domestic oil. 

The Bureau of Mines has concerned itself with these problems for 
many years and our research has developed processes for producing 
synthetic liquid fuels from both oil shale and coal. Since oil shale 
originally offered very little promise of success, we feel that the 
great strides we have made in all phases of the oil shale development 
program are truly outstanding achievements. 

Oil shale possesses some advantages over coal. Processing oil shale 
is relatively simple and costs less for initial investment and plant 
operation. The other big advantage is the occurrence of oil shale 
in essentially horizontal strata containing an average of about 30 
gallons of oil per ton of shale in a bed 70 to 100 feet thick that extends 
over vast areas in Colorado, Utah, and Wyoming. To use this 
tremendous reserve of over 500 billion barrels of recoverable oil 
advantageously, the Bureau has devoted much effort to developing 
and demonstrating practical methods of mining oil shale underground. 
In the experimental mine at Rifle, we have opened up large rooms 
as much as 60 feet wide and 70 feet high that permit large trucks and 
electric shovels to be brought in and operated underground just as 
they are in open-pit mining. This large-scale, mechanized mining 
has made very low mining costs possible. 

Until about 4 months ago, everyone was convinced that we had 
developed not only an economical system of mining, but a safe one. 
The large roof spans had stood unsupported for several years. All 
recommendations regarding the future of the oil-shale mine and the 
plant were prepared on the belief that we had a safe method. Only 
one relatively small fall of roof had occurred, after which we had roof- 
bolted the entire mine to avoid similar occurrences. 

Unfortunately, on February 28, 1955, a large section of the roof 
fell and surprisingly enough, the fall took place in a relatively new 
working place. The section that fell was thicker than the length of 
the roof bolts and extended the full width of the room with an aver- 
age length of 130 feet. We are happy that no one was in the mine 
at the time, so no injuries resulted, but some mining equipment 
was crushed. 

In the sense that research is not always successful, we might say 
that such an occurrence could be expected. After all, this was an 
experimental operation with a unique system of mining. Research 
people have learned to expect reverses, and they know that when the 
results of an experiment are not 100 percent perfect, the only thing 
to do is to go back and try again. That is why this request for 
additional money to continue our research is before this committee. 





138 


It was not possible, of course, for us to foresee this occurrence and 
submit this estimate at an earlier date. 

After the Department of the Interior survey team studied the 
organization of the Bureau of Mines, it recommended in its report of 
May 1954, that the Bureau should cease its experimental work at 
Rifle, unless industry contributed substantially to the operation. 
The Secretary did not ask the Bureau to carry out this reeommenda- 
tion but sought the advice of the National Petroleum Council on the 
action to be taken in the light of the recommendation. 

Meanwhile, the Bureau of Mines prepared its 1956 estimates. We 
planned to introduce an item for the oil-shale work at Rifle, but no 
firm offer of participation by industry to help finance the operation 
was forthcoming. Consequently, the Interior Department appropri- 
ation bill for 1956 contains no funds for the oil shale experiment 
station at Rifle for fiscal year 1956. 

On January 25, 1955, the Council recommended that the essential 
and valuable experiments of the Bureau at Rifle be discontinued and 
that the facilities be maintained in a standby condition. This recom- 
mendation, of course, did not anticipate the fall of the mine roof a 
month later. 

Obviously, the future program at Rifle had to be reexamined by the 
Bureau of Mines, the Department of the Interior, and the Bureau of 
the Budget. The Department’s recommendation to continue the 
work has now been approved by the President. 


EMPLOYMENT OF EXPERTS 


As the first step, the Bureau employed a group of five outstanding 


experts in the mining field to make a thorough study of the cause of the 
roof fall and to suggest changes in the mining method to avoid such 
falls in the future. The names and a short biographical sketch of each 
of these experts are in an appendix to this statement, which I should 
like to have become a part of the record. 

The report of these experts has now been made available to us and 
will guide the Bureau in its attempts to develop a mining method that 
offers adequate safeguards against hazards. We shall devise and test 
a revised system during the next several years so that oil shale can be 
produced safely and economically when needed. Our previous work 
will tell us what we can do in drilling and blasting the rock and loading 
and transporting it from the mine and we shall use it in choosing 
alternate methods of mining. 

If we were to cease operations at Rifle at this time, our trained men, 
representing the expenditure of much time and money, will be scattered 
over the country in new employment and consequently, will not be 
available should industrial financial cooperation become available. 
Considerable time will, of necessity, elapse before satisfactory cooper- 
ative plans can be drawn up and the numerous problems, such as the 
legal aspects of cooperative work by the Bureau and industry on 
naval oil shale reserves land, can be settled. 

In considering the work at Rifle, it must be remembered that any 
future oil shale industry will be big business. There will be many 
companies operating and the necessary data must be made available 
to allof them. This can only be done if the Government can develop 
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the necessary operating know-how on which these companies may 
draw. 

It is for these reasons, gentlemen, that we seek to continue operations 
at Rifle in fiscal year 1956 on about the same scale as the current year. 
We commend this item for your consideration with a sense of the 
greatest urgency. 

EMPLOYMENT OF EXPERTS 


(The biographical sketch above referred to follows:) 


List oF Expert CONSULTANTS ON EXPERIMENTAL O1L SHALE Minzp, RiFtz, Coto. 


Ralph E. Kirk—Kirk & Cowin, Consulting Engineers, 1 Sw. 18th Street, Birming- 
ham, Ala. 

Mr. Kirk received his B. S. degree in mining engineering in 1913 from Penn- 
sylvania State College. He was superintendent, Luzerne Coal & Coke Co., 
1914-16; superintendent, H. C. Frick Coke Co., 1916-17; captain, 50th Infantry, 
United States Army, 1917-18; superintendent, H. C. Frick Coke Co., 1919-30; 
general superintendent, Mahony division, Philadelphia & Reading Coal & Iron 
Co., 1930-35; safety director, 1935-36; general superintendent, coal mines, 
Tennessee Coal & Iron, 1936-42; manager of raw materials, 1943-54. 


Jerome W. Woomer—J. W. Woomer Associates, Oliver Building, Pittsburgh, Pa. 
Mr. Woomer received his B. 8. degree in 1925 and his E. M. degree in 1931 
from Pennsylvania State College. He was superintendent, Pittsburgh Coal Co., 
1926-36; chief engineer, Hanna Coal Co., 1938-39; general manager, mines, 
W. H. Warner & Co., 1939-42; consulting engineer, J. W. Woomer & Associates, 
1942 to date. Mr. Woomer was a pioneer in underground mechanical mining, 
including application and initial studies of cutting and loading machines, which 
has led to present developments. He has served as consultant to the British 
Government, England, 1944; to Chinese Government in China, 1946; and as 
consultant in Mexico, Greece, Turkey, and Australia, 1946-51, and in Chile, 
1950-53. 
Maz H. Forester, 1535 Valencia Avenue, Coral Gables, Fla. 


Mr. Forester received his A. B. degree from Oberrealschule, Marburg-Hessen, 
Germany, in 1908, his M. F. degree from Yale in 1910. He was with the United 
States Forestry Service in Arizona, 1910-12; chief, forestry department, Consoli- 
dated Coal Co., Kentucky, 1912-17; foreman, superintendent, general superin- 
tendent, mining operatiors, in Kentucky and Pennsylvania, 1919-27; manager, 
coal preparation, Fairmont, W. Va., 1927-38; general manager, West Virginia 
division, 1938-41; general manager, all divisions, 1941-43; vice president in charge 
of western division, 1943-46; vice president, Pittsburgh-Consolidated Coal Co. 
since 1948. Mr. Forester served with the United States Army, 1917-19 and was 
on detached service with the United States Military Government in Germany, 
1946-48. 


S. S. Clarke, Cardin, Okla. 


Mr. Clarke has been a mining engineer and mine superintendent in the tristate 
region for approximately 30 years. For many years he has been general superin- 
tendent of the Eagle Picher Co. which includes a number of lead-zine mines and 
smelters in northeast Oklahoma. Prior to that he was mine superintendent of 
the Annapolis mine in southeast Missouri. 


C. Kremer Bain, 410 Newstead Avenue, St. Louis, Mo. 


Mr. Bain is presently a consulting mining engineer in St. Louis, Mo. He has 
had over 30 years of mining experience in the tristate area and for many years 
was general superintendent and manager of the St. Joseph Lead Co. at Bonne 
Terre, Mo., which operates several lead-zinec mines. Mr. Bain is highly regarded 
by tne miaing industry, particularly in the tristate region. 


Mr. Forses. Mr. Chairman, that is the gist of the statement. We 


are here requesting your cooperation, and we hope you will see fit 
to go along with us. 
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NEED FOR CONTINUED OPERATION OF RIFLE PLANT 


Mr. Kirwan. Dr. Forbes, there is not much difference in the 
language which you set out here and the language in the hearings 
presented to us when you appeared before the committee on why 
you closed the plant, except that you say a fall of rock came along. 
Where is the vast information that is going to be developed right there? 

Mr. Forses. Mr. Chairman, that is a good question. And I want 
to say this about it, that the roof at the Rifle mine stood undisturbed 
for several years. I think you can visualize what happened. I 
believe most of the members of this committee have been to Rifle 
and have seen that mine. There was an unsupported span of about 
60 feet. Everything went along fine for several years, and a large 
fall of roof occurred and something like 30,000 tons of rock came 
down. It was fortunate that nobody was in the mine when the fall 
occurred. And now we tell you definitely that we feel that the 
method of mining that was previously adopted, in more or less of an 
experimental way, was not the proper method to use in mining the 
oil shale. 

Mr. Krrwan. Doctor, let me again ask you this: There is no 
difference between this mining and coal mining? 

Mr. Forsgs. No. 

Mr. Kirwan. Or mining anything, and unless there is a prop to 
hold up the earth when you discover a crack in the roof you face a 
danger? That is done by a miner taking a drill usually and touching 
the roof, determining the soundness of the roof, and if he does not get a 
satisfactory sound back from the drill, he knows there is something 
wrong in that roof. 

Mr. Forses. That is right. 

Mr. Kirwan. Instinct will tell even an animal that there must be 
a prop there to hold up the roof. Now, what is the difference between 
shale and coal mining that you did not know at the time you were 
here before? 

Mr. Forsgs. I imagine the structure of the overlying strata had a 
lot to do with it. 

Mr. Kirwan. Let us say it did, giving you the benefit of the doubt, 
but the method is still there and you can have all of the research 
laboratories in the world and again, I tell you, that when the fellow 
fires his shot, the first thing he does is to take his drill and tap the 
roof, to find out if there are any flaws in that roof, or any cracks in 
that roof. That is before he goes fussing around to put a timber 
across it, and then a prop under it to hold up that timber. What 
discovery, if any, has been made there on the difference in mining 
shale as against mining coal, or anything else that is under the 
surface? 

If the roof is not solid, a man who never went to school knows 
enough to put a prop up there to make it solid. You do that in your 
clothes closet. If the timber over there is not strong enough to hold 
up all of the clothes you want to hang on it, you are simply going to put 
a prop under that timber. Is that not correct; you do that in your 
home? You do not have to have a laboratory to find out what you 
are going to do with that roof. You know that now. Can you not 
come up with something better, after having told us all these years, in 
these hearings and on the regular bill, what has been going on? 
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What new information has come along that makes it necessary for 
us to turn around and open up this shale mine? 

Mr. Steminski. Have they big machinery down in that mine? 

Mr. Kirwan. That would not make any difference, Mr. Sieminski. 
The point is, what is going to hold the roof up. 

Mr. Fenton. They did have a steam shovel in there. 

Mr. Fores. Yes, they had big machinery in there. 

Mr. Kirwan. The point is that this roof has a crack in it up there, 
and you are either going to have to put something up there, or you 
are going to have to get out of it; you have to have something to 
hold up that roof. Can you not come up with something now that 
will tell us why? Do not misunderstand me; I am for research and 
everything of that kind, but I want to know what discovery has been 
made. I worked for 3 years in a mine myself, 3 long years and I 
know the method that is followed when they fire a blast, the first thing 
the man does, before he gets out under that roof, is that he simply 
hits it with a drill to find out if the roof is going to come down on it 
before he finds out how much coal he is going to blast. 

They want to know what is wrong with that roof. What do you 
know that you did not have before, what can be discovered, what 
can you tell us about the roof? 

Mr. Forbes. I think we are going to be able to solve this? 

Mr. Kirwan. Solve what? 

Mr. Fores. To control the roof. 

Mr. Kirwan. The only thing you can solve is that if you find a 
hole in the roof, you had better put a prop under it, and you have 
already solved that. What other method can you discover? 

Mr. Forses. You and | are in perfect agreement, Mr. Chairman. 

Mr. Krrwan. What other method can you use, if you find a flaw 
in that roof, or in this building, or in a bridge, or anything else. You 
will recall the bridge across the St. Lawrence several years ago; I be- 
lieve it collapsed 3 times, killing hundreds of men. They knew there 
was a flaw the first time. 

Mr. Forsss. Yes. 

Mr. Kirwan. But they were a little hazy on the second; they did not 
want to spend enough money, they thought it was a waste of money 
to build those supports, but finally when it collapsed again, they said 
they had better do it right. 

What I want to find out, Doctor, is, first, why you need a research 
laboratory for that purpose? I want you to find through your labora- 
tory work some new benefit from coal that is all over this Nation, 
whether it is in West Virginia, Pennsylvania, Ohio, or wherever it 
may be, in Illinois, where there are idle men by the millions, mine- 
workers. We want to know if you can come up with something now 
that is going to mean something in the way of research, through a 
research laboratory, whether it is at Rifle, Colo., or wherever it may 
be, that is going to be useful to the industry, that can bring about 
information concerning byproducts. If you can get that, I am for it. 
But you have got to prove to me more than you have done so far, 
that you are going to find a way to fix that roof. Because whatever 
goes to the fixing of that roof out there applies in the same way to 
all mines in the United States. They are all under the surface, and 
there is no difference in any one of the roofs, is there? 
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Mr. Forbes. You and I are not in disagreement one bit Mr. 
Chairman. 

Mr. Kirwan. Then tell me why you are in here for this supple- 
mental appropriation? 

Mr. Forses. When this mine was first opened, we carried on very 
extensive research work at Columbia University and other instutitions 
and we felt sure that this span of 60 feet would hold, and that it would 
be unnecessary to put any supports under this principal roof. They 
made a miscalculation. The roof stayed up for a number of years and 
we had no difficulty. Now, we have had this difficulty. 

My answer to you, Mr. Chairman, is that I had the same impression 
as you. I come from a coal-mining region, as you know. I believe 
that what we propose to do now will solve the problem. With the 
roof bolted properly, as the entries advance, and applying the roof 
bolts before any movement of the strata occurs, I think the roof 
problem can be solved. 

Mr. Krrwan. You have how many feet? 

Mr. Forsss. The width is 60 feet; the height is 70 feet. 

Mr. Kirwan. But you have that information now. You have just 
found out that it came down. 

Mr. Forses. That is right. 

Mr. Krrwan. That is concrete proof that you should not again 
leave 70 feet without some type of protection under it. You have 
already made the discovery. It has already fallen. You have found 
that 70 feet is toomuch. They thought it did not need any protection, 
did not need any support, but now they find out that it came down. 
That is the concrete proof that for the next 70 feet you had better put 
something under it. 

Mr. Forses. We are going to discontinue the former method and 
start a new system of mining. 

Mr. Kirwan. Now, if-you had said to me that we have a new way, 
by working at the bottom, that we have been taking this shale out the 
wrong way, and now we have a simpler way, and we find that by 
going in on the side we will have a simpler way, through blasting, or 
whatever it is, we find out from the veins in there that if we approach 
it differently, we can recover a greater abundance of shale by blasting, 
using dynamite, or powder, than we have been able to get any other 
way, I would go along with you—but, what you are suggesting to us 
here now is that the roof came down. We know that leaving 70 feet 
unprotected is not proper. 

Mr. Forses. Yes. 

Mr. Krrwan. Well, you do not need a research laboratory to tell 
you that; you had already come up with that information. 

Mr. Forses. The new system of mining will begin with the top 
bench. 

Mr. Kirwan. I do not care how the work is done; we know that you 
do not need a laboratory for that. We know how it is going to be 
worked, and we know that 70 feet is too great a span for protection. 

Mr. Forsss. It is entirely too much. 

Mr. Krrwan. And it is too much to think that it is going to hold 
itself up. 

Mr. Forsss. That is right. 

Mr. Kirwan. We know that. We know, then, that what it needs 
is support. That is correct, is it not? 
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Mr. Forsss. Yes. 

Mr. Kirwan. You do not need to open up the shale laboratory at 
the Rifle plant to find that out. We know it. We just built the 
best laboratory in the world in West Virginia, I think it was. 

Mr. Forsgs. Yes. 

Mr. Krrwan. To find out what you are going to do. 

Mr. Forses. But we propose to do this new work differently. 

Mr. Krrwan. Yes; but you do not have to open up another plant 
to do it. 

Mr. Forses. Mr. Chairman, we have the report on the Rifle mine 
from our committee of specialists. Three of the men who were on 
this investigation are coal men, men who have had extensive training 
in coal mining work and very capable. They are familiar with effici- 
ent methods of mining. The other two specialists came from the 
mining district in southeastern Missouri. They are fully acquainted 
with mining in wide working places. 

This five-man committee has made its report and I have sent the 
report to various Bureau people to get their reaction as to the system 
of mining that has been recommended by the committee of specialists. 

(Off the record discussion. ) 

Mr. Krrwan. What has happened to the policy regarding having 
industry pick up when the Government research work stops and to 
carry on the work? 

Mr. Miuuer. Mr. Chairman, I think the policy remains in force 
and effect. We have discontinued projects in the past that have 
been picked up and carried on by private industry. 

Mr. Kirwan. They were advancing on that work. 

Mr. Mituter. We were working toward that when the roof fell in. 

Mr. Kirwan. How long is it going to be before they can determine 
whether it will be a successful commercial operation? 

Mr. Miuiuer. They have to make oil or gas at rates that would be 
competitive, with that from natural petroleum. And today we have 
developed a system under which they can produce oil shale at some- 
thing like 50 cents a ton, depending upon the mining method that is 
used. 

We have attempted to develop a mining method by which the first 
60, 70 or, perhaps, 75 percent of the material could be recovered, and 
then, 

Mr. Kirwan. Do you have to open up this Rifle plant in order to 
do that? 

Mr. Miuier. The work would have to be done in an experimental 
mine. This mining operation, Mr. Chairman, is more nearly like the 
mining of potash or limestone than of coal. Coal mining is a some- 
what different type, and provides different kinds of problems. 

Mr. Kirwan. I do not see why. I worked in a mine, where there 
was shale and I can remember we had what they call a trapper, where 
the mule, the driver, and myself, would go on ahead. 

Mr. Mituer. Yes. 

Mr. Kirwan. When we found a crack, commonsense told us to 
get out from under it as fast as we could. 

Mr. Mier. Yes. 

Mr. Krrwan. Now, the mining was similar there. I remember 
another instance which occurred on the first day I was in the mine, 
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when I was working with a man in the plant, with a driver who was 
experienced, and who was teaching me how to make a nutcracker. 

Mr. Miter. Yes. 

Mr. Krrwan. To abuse the mule with, to tie on the end of the whip, 
which would cut the mule, and I remember we were rolling in when 
some soft rock came down pretty close to the bench where we were 
sitting, and commonsense told us that the next time he tapped on 
something to get away from that. We know that; we have found that 
out, because when rock was falling down, there must be some more 
rock up there, and stay away from there. 

The same thing applies here. What I want to know is why you 
have to have a research laboratory to tell you that. You know now 
that 72 feet, or 70 feet, is too far. 

Mr. Miuuter. We want to find out what room width is not too far. 

Mr. Kirwan. But how are you going to find it out? 

Mr. Miuurr. By experimenting with a different mining system. 

Mr. Kirwan. That is what I want to know. You are not going to 
open up a space as large as the one you had. And you know that now 
without having to have a research laboratory. 

Mr. Miter. The only experience we have had with shale mining 
has come from the operation of the Bureau of Mines. There is no 
industrial experience in mining oil shale. 

Mr. Kirwan. I understand that. 

Mr. MiuuerR. There have been many years of experience in the 
mining of coal. 

Mr. Kirwan. I understand that; but it does not have to be with 
shale; it could be with coal. 

Mr. Mituer. Yes. 

Mr. Krrwan. Anything that does not make a roof sound. You 
can drop coal out of it. Just anything that is under the surface. 

Mr. Miuter. This is like underground limestone mines. 

Mr. Krrwan. Anything that is underground, I do not care what it 
is, coal, copper, lead, or whatever is down there in the mine, with a 
roof above it, if the roof is not safe, you have got to have some means 
to make it safe, that is the whole answer to it. We certainly know now 
that 70 feet was not safe. 

Mr. Forses. Yes. 

Mr. Kirwan. That is No.1. Why do you have to go to this huge 
expense to find out whether you are going to make a short room or 
whether you are going to find ways and means, without going into a 
short room, with timber, or without props under it? 

Mr. Miter. Of course, if you have to put props in the room, to 
shore the roof, to hold up the roof in the room, the costs would go up. 

Mr. Krrwan. That is the point I am trying to develop. 

Mr. Miter. Yes. 

Mr. Kirwan. I can understand if it is timber and props you are 
going to use, the cost is going up. 

Mr. Mituer. Yes. 

Mr. Kirwan. And you cannot come out, you cannot compete with 
oil, when there is only about 50 cents difference in a barrel; is that 
correct? 

Mr. Mitier. We hope that we could mine shale at about 50 cents 
a ton. 
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Mr. Krrwan. You say there is only about a 50-cent difference in 
the barrel; is that it? 

Mr. Miuuer. We were in hopes that we could mine shale for about 
50 cents a ton. 

Mr. Kirwan. You indicated 2 years ago that you had it down to 
within 50 cents. 

Mr. Miuuer. That was the method we had then. 

Mr. Kirwan. With the method you had then. 

Mr. Mituer. Yes. We thought that was a fair figure; that was 
the experience as shown on that statement. 

Mr. Krrwan. But with the fall of rock, you cannot come up to that? 

Mr. Miuuer. We believe now that we cannot safely mine oil shale 
with the original mining method. 

Mr. Kirwan. That is the answer I am trying to develop: What 
makes it necessary that you think you should open up the Rifle plant? 
In other words, you want to determine now whether it is going to be 
a longer or a shorter room? 

Mr. MiueEr. Yes. 

Mr. Kirwan. And you know the 70 feet is too long? 

Mr. MituEr. That is correct. And we have the recommendation 
of the five-man committee as to the way to proceed, and we have 
been evaluating their recommendations. 

Mr. Kirwan. The point you are making now is that with the 
method you have, using the same thing, makes it too expensive to 
put the timber and props in? 

Mr. Miuuzr. That is correct. 

Mr. Kirwan. That makes the difference; is that it? 

Mr. Miter. It could be mined, but the cost would be very high, 
and the material would be no longer commercially interesting to 
the industry. 

Mr. Kirwan. You have already demonstrated that gasoline can 
be produced from shale within 50 cents of petroleum. Now, if you 
go into this research, and you do a pretty fair job, you can keep it 
down to 50 cents to the barrel or the ton; that is where you had it 
2 years ago. 

Mr Miter. The 50-cent figure that I used, Mr. Chairman, was the 
price of mining, the cost of mining a ton of material. 

Mr. Kirwan. Let me see what you said at that time, just to make 
sure: 

Industry and the Bureau are very close together on what they feel it will cost 
to make gasoline. Now they are within a cent of each other. Industry has in- 
dicated in a recent report, 2 weeks ago, that gasoline can be made at 14.9 cents 
a gallon at the refinery. 


Mr. McCasz. Yes; and we are within a couple of cents on oil shale—I mean oil 
from shale. 


Mr. Miuter. Yes; at that time. 

Mr. Kirwan. At that time, you were within a couple of cents. 

Mr. Miter. With the mining methods that we were then using, 
we figured we were within 2 cents per gallon of the commercial price 
of gasoline produced from crude petroleum, and we felt that with fur- 
ther operation of the mine we could continue to reduce costs. 

Mr. Kirwan. Yes. 

Mr. Mituer. But we cannot continue with that mining method 
because we now believe it to be unsafe. 
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Mr. Kirwan. You cannot at that particular thing, but you remem- 
ber that this testimony was given some 2 years ago. 

Mr. Mier. Yes. 

Mr. Kirwan. What information did you pick up in the 2 years 
when you were engaged in research from the plant that was in 
operation? 

Mr. Mitter. During that period the research program was directed 
largely toward operating the retort facilities, so that during the 2-year 
period we did very little, to modify our mining operations. It was 
chiefly a retort operation. 

Mr. Kirwan. But you were still doing the same work and yet you 
came up with no improvement in 2 years. 

Mr. Miuuer. Yes there were improvements. We worked out 
most of the mechanical difficulties in operating the continuous retort 
plant the difficulties that we encountered were ironed out in that 2-year 
period. We should continue to operate the retort to the extent that 
the development of a new mining method requires retorting evaluation. 

Mr. Krrwan. Now, we have opened up one of the largest research 
laboratories, down at Morgantown, W. Va., and we opened a research 
laboratory at Rifle, Colo. I hope that they come up with something; 
and I hope they are going to find some ways and means that will 
help coal. 

Mr. Miuuer. That will help coal? 

Mr. Kirwan. Yes; that will help coal. 

Mr. Miuter. Yes. 

Mr. Kirwan. There would not be so much importation of oil into 
this country if we could find some way, through research and devel- 
opment to use coal. We just finished dedicating the one down at 
Morgantown, a couple of weeks ago, and yet Interior came in and 
wants to build another research laboratory in Illinois, when we have 
not yet found out what they have discovered in the new ones. They 
must think that all we are going to do is to spend money to put up 
buildings and put in a staff of people; but they are not coming up 
with the answer. 

Mr. Miuuer. Much of the work at the new station at Morgantown 
will be directed to this problem. We have an expanded program 
for 1956 which will undertake basic work on the composition of coal 
tar and other problems related to low temperature carbonization. 

Mr. Krrwan. That will come from coal? 

Mr. Miuuer. Yes, from coal. 

Mr. Kirwan. I hope so. 

Mr. Mituer. That program will be expanded in 1956. 


RESUMPTION OF RESEARCH WORK AT THE RIFLE PLANT 


Mr. Jensen. It is most difficult for me to understand why we 
should now spend as much money as you are requesting, $1,250,000, 
at Rifle, Colo., for anything, regardless of what it would be for, after | 
the conference appropriated no money for the continuation of the 
pilot plant at Rifle. 

Just because the roof of the mine fell in could not justify, in my 
opinion, the expenditure of this huge sum of money, in order to 
obtain information on how the roof of the mine could be made safe. 

It appears to me, in all frankness, that this request for funds is 
made for the purpose of again starting the operation of the Rifle plant, 
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because certainly anyone knows that in order to make safe a space 
that has as much opening as you have here, you have to provide 
additional support. In any mine, when the roof fell in, there is 
sufficient proof that it did not have enough support. Certainly, I am 
not going to be a party to appropriating $1,250,000 for this purpose, 
because I do not think you gentlemen have given us a justification 
for its expenditure. 


COMPARISON OF WORK AT THE RIFLE AND LARAMIE PLANTS 


Is it not a fact that the plant at Laramie is doing the same thing 
and that it is further along in the experimental work in taking oil 
out of shale than the Rifle plant, and is not that the reason why we 
discontinued the Rifle plant? Is that not a fact? 

Mr. Kuosxy. That is a very complicated question, Mr. Jensen, and 
| would be glad to go into it. 

Mr. JENSEN. I would like to know. Has there been any change 
since Congress appropriated funds for the carrying on of that experi- 
mental work at Rifle? 

Mr. Kiosxy. We have at Laramie a station, a research station. I 
can say this, because my hair is short. We have at that station what 
we call the long-haired researchmen. 

Mr. JensEN. What is the difference between a long-haired and a 
short-haired research man? 

Mr. Kuosxy. The long-haired man is working on the frontier, of 
anything, while the short-haired man is working behind, trying to 
develop what has been discovered. So in that sense, the Laramie 
people do not work on the same thing, and they do not work under the 
same program. 

Mr. JENSEN. Wait just a minute. We have had pictures here show- 
ing the machinery which you have in the Laramie plant, and the 
machinery which you have in the Rifle plant, and it shows where the 
machinery at the Laramie plant had been simplified in order to do the 
same work as the work being done at the experiments being carried 
on at the Rifle plant; now go ahead. 

Mr. Kuoskxy. The work at the Laramie station started to utilize 
the fine material which we get when we use the crushed material at the 
Rifle plant. We have crushed material on a large scale and then we 
get the larger production that enables us to automatically get a finer 
material, and we started using that material. By using the finer 
material, we produce, get a better grade of gasoline but not asmuch 
gasoline. The plant at Rifle was run with larger machinery for more 
than 90 percent of the production, and makes a total, overall yield of 
gasoline of about 50 percent. The overall yield of oil is higher than at 
the Laramie place. At Laramie also, there is a utilization of 10 percent 
of fines, and it does produce a better grade of gasoline but with much 
less quantity. 

Now, when these two plants would be running in conjunction, then 
vou would have a better result. But the Laramie process is still in the 
laboratory stage and has not gone through the pilot plant stage, 
whereas the work at Rifle has. The work at Rifle has gone through 
three different processes; first we went through the experiments; then 
through the pilot plant and now we have a medium plant, and finally 
we have a big plant. But the work at Rifle is further along inthe 
production than the other plant. 
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Mr. JenseN. And so you are asking us for this money, not only to 
ascertain how you can best support a roof but you also want to re- 
establish your pilot plant at Rifle; is that right? 

Mr. Kuosxy. There is a little bit of work to be done on the medium- 
sized plant. 

Mr. JENSEN. One of the reasons you are asking for this money, is 
to meatientie the experimental work at the Rifle plant, is that not 
right? 

Mr. Kuosxy. The main reason that we are asking for the money 
is to reestablish the mine where the roof fell in; where we had spent 
10 years on work 

Mr. JENSEN. But you do hope, if the Congress allows this appro- 
priation, to start work at the Rifle plant again? 

Mr. Kuosxy. We will utilize a litthe—— 

Mr. JENSEN (interposing). Well, why did you not say so; why did 
you not say so? 

Mr. Kuosxy. I think we have said that. 

Mr. Jensen. You have? 

Mr. Forses. A very small amount. 

Mr. Jensen. I did not hear that. 

Mr. Forses. A very small amount. The major effort will be on 
a safe method of mining. 

Mr. JensEN. Now, is not the main reason you are asking for this 
money, instead of trying to find out how best you can support a roof 
at the Rifle plant, to reactivate the experiment at the Rifle plant? 
Why not just say that? 

Mr. Forses. No, sir, Mr. Chairman, that is not the intent. It is 
an endeavor to find a safe method of mining this shale. 

Mr. Jensen. There are billions and billions and billions 

Billions of tons of oil shale over that area, is there not? 

Mr. Forsss. It is claimed there are 500 billion barrels. 

Mr. Jenson. So the oil shale, close to Rifle, is not so all important. 
If you never mined it, it would not mean very much to the economy 
of the Nation, because of the fact that it simply does not begin to 
compare with the oil shale that we have in many other places in the 
United States. So it cannot be very important to the economy of 
the country if that mine is never reopened. 

You have not yet convinced me that the main reason why you want 
this money is not to reopen the Rifle pilot plant. You have got to 
make a better case than you have made this morning, if you are going 
to convince me that that is not the purpose. 

This committee has decided, and I think wisely so, that the work 
at the Rifle plant has been brought to the stage where there is not 
much more to learn there or we would not have discontinued the 
Rifle plant. 

Now, if we were right in discontinuing, in refusing the appropriation 
for the Rifle plant, I think we would be right now in not allowing this 
request. 

That is just the way I feel, gentlemen, and I am willing to put my- 
self on the record to that effect, because I, for one, am not willing 
to spend $1,250,000 to find out whether you should have support in 
a mine 30 feet apart, 35 feet apart, or 40, 50, or 60, or 70. That just 
does not make sense to me. 

I asked last year why do we not bring the work at Laramie up 
faster, instead of just letting it drag along and spending so much 
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money at Rifle. Why do we not put our emphasis on the processes at 
Laramie which, from all indications, is going to far outdistance the 
process now being used at Rifle. I said: 

It would seem to me that since you are quite certain that the process being 
used at Laramie is much advanced over the one used at Rifle, that we should be 
putting most of our emphasis, if not all of our emphasis, upon improving and 
building up and going forward as rapidly as we can with the Laramie process 
instead of spending so much money at Rifle and letting the Laramie process just 
drag along. I just cannot quite square my thinking with spending all this money 
that we are asked to spend at Rifle, when we have a known and better process 
which has been developed at Laramie. It just does not square with ordinary 
commonsense. 


Before that, I asked this question: 


You mean in quantity you have gotten it now to a point where the process at 
tifle in quantity amount will be very nearly competitive with other fuels? 


And Mr. McCabe said: 


Yes, we believe we have a process coming on at Laramie that perhaps, if it has 
the same history, will go through 7 or 8 developments to bring it up to the present 
stage of Rifle. There is no question that this is a more promising thing than 
what we learned by research. The research people at Laramie have undoubtedly 
contributed a great deal to those ideas but we should, I think, in the interest of 
economy, complete the work on the new retort at Rifle and then reassess it. 

Has the new retort at Rifle been completed? 

Mr. Miuuer. Until the roof collapsed in the mine, we proposed to 
reassess all work of Rifle and no funds were requested in the 1956 
budget. We did propose to continue, and, in fact, we are accelerat- 
ing the work at Laramie. This request was included in the regular 
bill for 1956. 

Recently, when the roof collapsed at the mine, we had to reassess 
the statement about the 2-cent difference in the price for gasoline, 
and now we feel that we must do some more work in order to provide 
accurate costs, because we want to be able to come up with that 
information and, in fact, we do propose to develop more data on 
costs of mining oil shale. 

Mr. JensEN. Now, will you not admit, in all frankness, that the 
main reason why you are asking for this money to be spent at Rifle, 
is to reopen and reestablish the experiment at the Rifle plant? 

Mr. Miuusr. Only on the mining side. The reason we want any 
money for retorting is that we feel it will be necessary to conduct 
limited retort experiments in conjunction with the mining of shale. 

Mr. Jensen. Then why do you not just close the operation? 

Mr. Mituer. We have to reopen the mine in order to conduct the 
mining experiments. We cannot make a determination without a 
study of a different method and without having an experimental mine 
in which to do the work. 

Mr. Jensen. The money you are asking for certainly is not only to 
find a proper method of supporting a roof over a mine. 

Mr. Miuusr. It is to develop a new mining system, a whole new 
method of mining, not necessarily to develop a method of supporting 
a roof. 

Mr. JensEN. Do you have to do that at the Rifle plant when you 
have these other plants already operating and at work on that same 
thing? 

Mr. Miuuer. Yes. The mining research work would have to be 
done under the ground at Rifle, or some other similar field, in the oil- 
shale country. But if you are going to study the methods of mining 
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rock on other locations, you would have to have conditions similar to 
those out there. We feel that the work should be done at Rifle if the 
results are to be of any interest or of value to the industry. 

Mr. Jensen. Well, it is mighty farfetched in my opinion, to think 
that we have to open up such a large operation, and to spend such 
a large sum of money to determine how to hold up a roof in a mine. 
It certainly is a huge sum of money, in my opinion. 


INCREASED COSTS OF CONVERTING OIL SHALE 


Mr. Fenton. I do not know how many others of this committee 
were in that mine at Rifle, but I was, and at that time, I could not 
see how they could support such a large chamber without some roof 
support. It is all right to get costs of these things down to the mini- 
mum, but I think the main thing you should think of is how to save 
lives, and you certainly are not going to save lives by having such 
huge areas without supported roofs. I can see where you will have to 
revise your estimates upwards for the cost of converting oil shale to 
gas, if the factors, the main factors, entering into it is the cost of 
mining. 

Do you have any idea just how much more it is going to cost by 
properly protecting the workers from falling roofs? 

Mr. Forses. I can appreciate, Dr. Fenton, what you gentlemen 
have said. My first impression when I went out to Rifle was just 
about what has been said by you gentlemen, because I was born and 
worked in a mining area and always was cautioned to look for proper 
supports. 

You have a different situation here, I believe. I think probably 
they overestimated the strength of that strata. I would like to go 
back, and refer to the specialists that I have had going into this situa- 
tion. They developed some ideas that I think will be productive of a 
lot of good at Rifle. When the fall of the roof occurred, I immediately 
closed down the mine. Because I was not going to be ‘responsible for 
anybody being injured in that mine. I closed it down and it is closed 
down now, Mr. Chairman. I believe after this very intensive study 
by these specialists, that we could do something constructive at Rifle. 
What I wanted to get across, and I perhaps did not get it across a 
while ago, was at Rifle is an oil-shale bed 75 feet thick which we are 
hoping to mine by a bench method starting with the top bench. Roof 
bolts would be inserted in the roof above the top bench and the roof 
secured before mining a lower bench. You see what I am driving at, 
Dr. Fenton? 

Mr. Fenton. Yes. 

Mr. Forses. To crib a mine opening of a height of 10 or 12 feet, 
which is normally about the distance you would have in the average 
mine entry from floor to roof, the cost of labor and material would be 
a very, very expensive operation. 

I believe that we are on the right track. We certainly are not going 
to take any chances with safety. 

Another thing I want to call your attention to is this: that you have 
got out there over 500 billion barrels of oil locked in that shale for the 
future. I question whether we are going to get people interested, 
going out to Rifle and doing something with it, unless we can demon- 
strate a safe method of mining this shale. 

Mr. Fenton. Now, Mr. Director, we do not want to go into much 
detail on the technical aspects of this thing. 
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It is conceded that we have an awful lot of oil shale. 

Mr. Forsss. Yes. 

Mr. Fenrron. Is the greatest part of the oil shale in America in this 
area? 

Mr. Forses. Yes; Colorado, Utah, and Wyoming. I do not know of 
any Other oil shale of comparable extent or grade in this country. 

Mr. Fenton. How much of the reserve, total reserve, is in Colorado? 

Mr. Kuiosxy. Within an area of a thousand square miles in the 
northwest corner of Colorado—and extending into Wyoming and 
Utah, it is estimated that the total recoverable oil in oil-shale exceeds 
500 billion barrels. 

Mr. Fenton. As I recall the various areas out there, there is a 
difference in the grade of oil shale. 

Mr. Forsgs. Yes. 

Mr. Fenton. You are now in the part that is of the greatest value? 

Mr. Kiosxy. Yes. 

Mr. Fenton. So far as oil is concerned? 

Mr. Forses. About 30 gallons of oil to the ton of shale. 

Mr. Fenton. How far from the top is that seam? 

Mr. Miuuer. It varies from place to place; it outcrops at some 
places, at others it is as much as 1,200 feet below the surface. 

Mr. Fenton. It would not be cheaper to strip mine it? 

Mr. Mixtuier. There are some areas where it will be possible to 
strip mine the deposit, but in others, no. The bulk of the reserves 
will have to be mined by underground methods. 


'INTEREST OF OIL COMPANIES IN PRESENT PROCESS 


Mr. Fenton. You are trying to find a commercial feasible operation 


to convert shale to oil under present methods, what interest has any 
oil company shown in this, if any? 

Mr. Miuuer. May I explain very briefly, Dr. Fenton, that we have 
had working all through this program the Union Oil Co., which has 
substantial interests in land in that area. They have announced 
recently that they propose to do some experimental work on a retort 
of their own development. They have given out newspaper stories 
announcing their program but we do not have a detailed statement 
from them showing exactly what they propose to do. It is assumed, 
however, that the Union Oil Co. will be active in this area. 

Mr. Frunton. In this year’s hearings, on the 1956 appropriation, 
Assistant Secretary Wormser stated: 

I have found that one large company, the Union Oil Company of California, 
was prepared to expend from $5 million to $7 million to build a plant near Rifle, 
which would process some 1,000 tons of shale per day. 

Mr. Mitter. That is correct. We have no official detailed inform- 
ation as to exactly what the company plans to do. However, we do 
know there was such a public announcement. 

Mr. Fenton. As I understand from your justifications here, you 
say that you have experienced some difficulty in arriving at a co- 
operative plan. 

Mr. Miuuer. Yes. That refers to processes that these companies 
have patented; that is, where the company has its own development, 
has developed their own methods, and has a patent in their own field, 
or they might have improvements or things that might be patented, 
they are not interested in cooperative agreements which would require 
them to deposit their patents in the public domain. 
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Mr. Fenton. The Navy is really the owner of this? 

Mr. Miter. It owns the reserve; the Navy owns reserves 1 and 2, 
But that is a relatively small part of the total acreage; the total re- 
serve of the Navy is just a small part. 

Mr. Kuosxy. I believe the survey shows some 90 billion barrels in 
the Navy reserves, this is less than a fifth of the total. 

Mr. Fenton. Are you reimbursed for it? 

Mr. Mittsr. No; we do not get any reimbursement. We occupy 
space on the Reservation. All of the plant is built on the naval 
reserve; but we have had no reimbursement of funds. 

Mr. Fenton. This item has to do with experimental work on 
roofing? 

Mr. Miuuzer. On developing mining methods which will be safer 
than the methods we have had in the past. 

Mr. Fenton. We are going to turn this over to private industry 
if we have to; yet I certainly do not want to see any man killed by the 
falling of the roof. I suppose it would cost a great deal more money 
for safety if you have to use props. 

Mr. Forsss. If we have to crib from the floor to the roof, the cost 
would go up considerably. But if we can install roof bolts and tie 
the roof up solidly with the first slice as we advance, I think we can 
hold the roof. 

Mr. Fenton. How far is that process at Laramie from being 
economically feasible for private industry? 

Mr. Kuosxy. It depends on the retorting material, say less than 
one-tenth of an inch, and it works very nicely in conjunction with the 
big retort, because you can feed it automatically, using the big material 
in the big retort and the fine material in this. 

As I said before, it is still in the laboratory stage; it has never gone 
through the intermediate pilot stage. Now to treat all of the shale 
this way, you would have to grind all of it down to these small sizes. 

Mr. Fenton. If it makes better gasoline by grinding it up, why 
cannot they concentrate on that type of program? I have in mind the 
anthracite coal industry at the moment. The operators are hesitant 
to grind the coal to the smaller sizes, which are the domestic sizes 
that they use right now. They would rather keep the large sizes 
where they get more money. 

Mr. Forses. That is right. 

Mr. Fenton. But the consumption is on the side of the finer grades. 

Mr. Forses. That is the direction in which they are going right 
now, Dr. Fenton. 

Mr. Fenton. Now is there a similarity in the oil shale business to 
the example I gave of anthracite? 

Mr. Miuuer. A very good example. Just like anthracite where 
there is an increased cost to make more fine sizes, to make more fine 
sizes of shale it costs more money. Therefore the cost of gasoline 
will go up rather than down. 

Mr. Fenton. At the moment, I am particularly interested in the 
saving of life. These commercial problems change from day to day, 
but the saving of life is a ‘‘must.”’ 

Mr. Forses. That is right. 

Mr. Fenton. If proper roofing will help, even though it increases 
the ultimate cost of the product, I am for it. 

Mr. Kirwan. We enjoyed having you with us. 

Mr. Forses. Thank you very much. 
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Monpay, JUNE 20, 1955. 


JOHN MARSHALL BICENTENNIAL CELEBRATION 
COMMISSION 


WITNESSES 


HERBERT E. KAHLER, CHIEF HISTORIAN, NATIONAL PARK SERVICE 
HON. J. VAUGHAN GARY, CHAIRMAN OF THE EXECUTIVE COM- 
MITTEE 
Amounts available for obligation 


Estimate, | Estimate, 
Actual, 1954 1955 1956 


Presently Revised 
available estimate | Difference 
\ppropriation or estimate $10, 000 $92,500 | + $82, 500 


Obligations by activities 


Planning the celebration | $10, 000 | $92, 500 | + $82, 500 


Obligations by objects 


Actual, 1954 ——- a 


Object classification 


Revised 
Summary of Personal Services rete estimate | Difference 
Total number of permanent positions +1 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


vs 
+2 
+2 


wown~= 


01 Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base 


+$4, 500 
+4, 983 
17 


nf 


+9, 500 

+5, 000 
+3, 000 
+49! 500 


+ 1 


+82, 500 


_ 


Total personal services 
2 Travel 
Communication services 
6 Printing and reproduction 
Other contractual services 
Supplies and materials 


Total obligations 


oO 
+S Foon 


S| 888858 | 25 


S 
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Mr. Kirwan. The next item for consideration in House Document 
No. 171 is a request for $82,500 for the John Marshall Bicentennial 
Celebration Commission. We will insert the justifications in the 
record at this point. 

(The matter above referred to is as follows:) 


PurPosE AND NEED FOR SUPPLEMENTAL FuNpDS 


To provide additional funds for carrying out the purposes of the act of August 
13, 1954 (68 Stat. 702), said purposes being the preparation of plans and programs 
for the celebration in 1955 of the 200th anniversary of the birth of John Marshall. 

At the first meeting of Commission members on April 5, 1955, a realistic pro- 
gram necessary for formalatin and executing plans for the celebration was 
developed and the funds onenently available are insufficient to carry out a program 
of this nature. 

EXPLANATION OF LANGUAGE 


A change in the appropriation text is proposed to permit expenditure of Com- 
mission funds for entertainment. It is expected that many prominent citizens 
and dignitaries will attend the celebration, including several from foreign countries, 
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and it will be necessary to extend certain courtesies to them in the way of 
entertainment. 


JUSTIFICATION—-JOHN MARSHALL BICENTENNIAL CELEBRATION COMMISSION 


Public Law 581, 83d Congress (68 Stat. 702, 703), approved August 13, 1954, 
designated the month of September 1955 as John Marshall Bicentennial Month, 
and established a Commission to be composed of 19 members who are charged 
with the preparation of appropriate plans and programs for the celebration of 
the 200th anniversary of the birth of John Marshall. 

Pursuant to provisions of that act, the President of the United States has ap- 
pointed eight members of the Commission as follows: 


Katherine Dixon Agar, Chicago, IIl. 

Alvin D. Chandler, president, William and Mary College, Williamsburg, Va. 
Hon. Thomas E. Dewey, Pawling, N. Y. 

John D. Randall, Cedar Rapids, Iowa 

Hon. Arthur T. Vanderbilt, chief justice, Supreme Court of New Jersey 
Hon. Earl Warren, Chief Justice, Supreme Court of the United States 

. Loyd Wright, president, American Bar Association, Los Angeles, Calif., and 
. Edgar Eisenhower, Tacoma, Wash. 


00 IO Se 9 BO 


The President pro tempore of the Senate has appointed four members of th: 
Commission as follows: 


1. Senator Harry F. Byrd of Virginia 

2. Senator A. Willis Robertson of Virginia 

3. Senator John M. Butler of Maryland, and 
4. Senator Edward Martin of Pennsylvania 


The Speaker of the House of Representatives has appointed four members of 
the Commission as follows: 


. Congressman Jackson E. Bettes of Ohio 
2. Congressman J. Vaughn Gary of Virginia 
. Congressman Richard H. Poff of Virginia, and 
. Congressman Francis E. Walter of Pennsylvania 


Ex officio members of the Commission are: 


. Dwight D. Eisenhower, President of the United States 
. Hon. Walter F. George, President pro tempore of the United States Senate, and 
. Hon. Sam Rayburn, Speaker of the House of Representatives 


At the request of the President, the Secretary of the Department of the In- 
terior has designated Director Conrad L. Wirth of the National Park Service to 
serve as executive officer of the Commission. 

The Commission is charged with the execution of plans and programs, receiv- 
ing, and coordinating any plans which may be prepared by State and local agen- 
cies and by representative civic bodies in connection with the celebration of John 
Marshall Bicentennial Month. A report is to be submitted to the Congress by 
the Commission at the earliest practicable time outlining its activities, together 
with a detailed statement of the plans and programs to be used in the celebration. 

The first meeting of the John Marshall Bicentennial Commission was held on 
April 5 to consider plans and programs for the John Marshall bicentennlal cele- 
bration. The plans and programs the Commission outlined cannot be accom- 
plished with the $10,000 previously requested. This amount does not provide 
sufficient funds to carry out the program as the Commission now conceives it. 
An additional amount of $82,500 is required for the following items: 


NE Ci iii, ot A Bee Sats Si idebihianbitnualebae shall $9, 500 
Communication services 


in ls all altace caine ke teen HEE. dh Ad eC 
NOU III oi, ins remenesinncn pia on pes eek bibs abr he WG Gadi minds irene nemoelatile 


33, 000 
49, 500 


Total 82, 500 


An administrative assistant, GS-9, at_an estimated_cost of $4,500, is required 
to handle administrative details of the Office of the Commission. Also, salaries 
of consultants and other w. a. e. employees are estimated at $5,000. 
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The membership of the Commission is widely scattered and the cost of 2ach 
meeting is a large item. The celebrations are to take place in September 1955, 
and therefore frequent meetings will have to be held during the spring and summer 
to formulate plans for the anniversary observances. The increased costs to cover 
these functions are estimated at $5,000. 

The Vice Chairman of the Commission lives in Tacoma, Wash., and the execu- 
tive committee is widely separated, so telephone and telegraph services are essential 
to expedite the work of the Commission, and an additional $3,000 will be needed 
to cover communication costs. 

It is planned to prepare a popular life of John Marshall, an informational folder 
on the anniversary, and other printed data to be provided by the Commission for 
celebrations throughout the country, and suggested outlines for programs for 
civic and patriotic groups, radio and TV programs. It is proposed to contract 
for professional writers to prepare the necessary material needed for publication, 
and $15,000 will be required for that purpose. 

Other costs in the amount of $500 will be incurred for office supplies, stationery, 
and miscellaneous materials. 

To call attention of all Americans to the great contributions of John Marshall, 
famed jurist and patriot, who left an indelible impression on the judicial system 
and its importance in our constitutional form of government, it is proposed to 
issue the following publications for nationwide distribution during the celebration: 


2,000,000 copies of a free information folder__._____._.-_--.-----~-- _ $25, 000 
\ popular life of John Marshall to be issued as a sales item of which 5,000 

copies will be bound in cloth for administrative use by the Commission 

and the remainder to be for sale to the public 9, 500 
Printed materials to be provided by the Commission to States, com- 

munities, civic and patriotic bodies to help them in commemorating 

the great achievements of John Marshall 15, 000 


Total, printing and reproduction 49, 500 


The urgency of getting these publications before the public in August and Sep- 
tember 1955 will require rushing the work through, and it may be necessary to 


have some of the printing done through commercial sources. 


GENERAL STATEMENT 


Mr. Kirwan. Do you have a statement? 

Mr. Kanter. Yes, I do. 

Mr. Chairman, the John Marshall Bicentennial Celebration Com- 
mission was authorized by the act of August 13, 1954 (Public Law 
581, 83d Cong.). This authorization provides for Federal participa- 
tion in the commemoration of the 200th anniversary of the birth of 
John Marshall in recognition of the vital part he played in the develop- 
ment of our constitutional form of government. 

The Commission is made up of 19 members, as authorized by the 
act, including the President of the United States as an ex-officio mem- 
ber. The first meeting of the Commission was held on April 5, at 
which time the Chief Justice of the United States was elected Chair- 
man and Mr. Edgar Eisenhower was elected Vice Chairman. 

As a result of the meeting on April 5, and as directed by the act, 
the Commission is taking the necessary action to prepare and submit 
to the Congress a full report of its activities together with a statement 
of the plans to be used in the nationwide celebration. In the mean- 
time, the Commission is requesting the President to issue a proclama- 
tion calling upon appropriate agencies and organizations to unite in 
observing the 200th anniversary of the birth of John Marshall, with 
suitable ceremonies, and inviting the entire population to join in this 
observance, 

The $10,000 recently appropriated for the operating expenses of 
the Commission will not provide sufficient funds for our Government 
to participate in this bicentennial celebration on the scale now con- 
templated by the distinguished membership of the Commission. This 
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original request was prepared and submitted before the Commission 
was formed and therefore before they had an opportunity to consider 
a suitable program for the celebration. Accordingly, a supplemental 
estimate in the amount of $82,500 is recommended for your approval 
to provide the means of carrying out the expanded program which 
includes producing considerable informational data and written mate- 
rial to encourage full support of the celebration in honor of the fourth 
Chief Justice of the United States. This is a real opportunity to 
bring before the American people the important part the judiciary 
plays in our democratic form of government in the protection of the 
rights of the individual. There are very few opportunities to do this 
as compared with the legislative and administrative branch of our 
Government, and the Commission authorized by the Congress believes 
every effort possible should be made to accomplish this objective. 
They respectfully request your favorable consideration of this budget 
request. 

Mr. Kirwan. We are pleased to have our colleague Mr. Gary of 
Virginia with us. 

Mr. Gary. Mr. Chairman, all I want to say is this: I think this is a 
very imporant request that we have here. As has been said, this 
matter was started by the Congress and under the act that was 
passed the President was supposed to name certain persons to the 
Commission. The President pro tempore of the Senate appointed 4 
members and the Speaker of the House appointed 4. The President 
was so interested in this celebration that he appointed as members of, 
the Commission, the Chief Justice of the United States; his brother, 
Mr. Edgar Eisenhower; the Honorable Arthur T. Vanderbilt, Chief 
Justice of the Supreme Court of New Jersey; former Governor Thomas 
E. Dewey, of New York, Mr. Lloyd Wright, president of the American 
Bar Association, and the others heretofore listed. 

Mr. JENSEN. You forgot to name the Honorable J. Vaughan Gary. 

Mr. Gary. I was named by the Speaker of the House, and they 
have made me chairman of the executive committee. This was done, 
no doubt, because of the fact that John Marshall was so closely asso- 
ciated with my native city of Richmond, Va. I did not sponsor the 
legislation providing for this celebration, however. I did not know 
anything about it until I was asked to serve on the Commission. 

r. JENSEN. I am very glad you are on the Commission. 

Mr. Gary. Thank you. One of the main things we want to do is 
to popularize the life and the deeds of John Marshall, because we 
think it will have a profound effect on the young people particularly 
to know what has been done by the Supreme Court through John 
Marshall’s influence in preserving the liberties of our people. There 
is no one who exemplifies that phase of American life more than 
John Marshall. 

We have Beveridge’s Life of Marshall, which is four volumes. 
One of the things we plan to do is to get a popular writer, a man who 
knows the background and is capable of doing credit to the life of 
John Marshall, to write a short biography in language that the person 
on the street will read and can understand. We plan to publish 
that life and it will be sold by the Public Printer; consequently, a large 
part of the money you spend here will come back into the Treasury 
through the sale of these books. That is one of the main things this 
Commission, in addition to trying to encourage appropriate celebra- 
tions all over the United States, is going to do. 
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For example, the American Bar Association has agreed to see that 
speakers’ bureaus are organized through the State and local bar 
associations throughout the United States. These bureaus will 
supply speakers during the month of September for various civic clubs 
and school groups. We are going to supply kits on John Marshall for 
the information of these speakers, and we plan to do everything 
possible to disseminate information and knowledge about the life and 
work of John Marshall. 

I feel it is well worthwhile and I think we have this budget down to 
the lowest figure at which we can do a good job. 

Mr. Kirwan. The law states: 

There are hereby authorized to be appropriated such sums as may be necessary 
to carry out this joint resolution. 

Mr. Gary. That is right. 

Mr. Kirwan. The justification says money is needed to entertain 
foreign dignitaries. Who is coming and why are they interested? 

Mr. Kauuerr. Under the present language, there is no provision 
made for the cost of entertaiing foreign dignitaries that may come 
over to this country. We understand there are some coming from 
England. The Chief Justice particularly of England is coming over 
here in connection with the celebration that is going to be held at 
Harvard and other places and it was felt at the meeting that some pro- 
visions should be made in the event there was a responsibility on the 
part of the Commission to entertain some of those prominent people. 
That is the reason for this language. 

Mr. Gary. That would be largely persons connected with the judic- 
iary, such as the Lord Chief Justice of England, probably the head of 
the judiciary system of France. It would be limited almost entirely, 
I would say, to judicial personnel and dignitaries. 

Mr. Sreminski. I was a member of the John Marshall Law Club 
when I was in Harvard Law School and naturally I would be preju- 
diced in favor of this; but do you think this is going to start a move- 
ment to celebrate favorite sons and are we going to see the other 47 
States come up with their favorite sons and try to dramatize not only 
their contributions to the States, but their contribution to American 
life, which all sounds good? 

Mr. Gary. No, sir; this was not started by Virginia. It was 
proposed in Washington. As I say, I did not even know about it 
until I was asked to serve on the Commission. I had heard something 
about a commission to be created, but this is not a Virginia project; 
it is a national project. If you will notice from the Commission, the 
only Virginia member on there outside of those appointed in the House 
and Senate, is Adm. Alvin D. Chandler, president of William and 
Mary College, the second oldest college in America, where John 
Marshall went to school. 

Mr. SreminskI. I think this is a great idea and is in keeping with 
the objective we have of training American youth in the spiritual 
values of our favorite sons. 

I think this is in the right direction. I imagine every State is 
going to come up with a favorite son; by it, the American spirit is 
going to be rehabilitated; it will show our youth positive values; it 
will leave the Commies to their just deserts—blotted out of the 
American heart. The States will stop talking about Reds; such a 
celebration will help us all to bring our children up to reflect the 
American image. 
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And after this is done, we might have Hollywood interested in 
making a fine film series about the origin and growth of the American 
Constitution, based not just upon the lives of the Presidents, but 
upon other citizens who suffered and grew up and made America 
what it is, like John Marshall and Woodrow Wilson and others. 

Iam for this. I think it is just a step in the long road to give America 
back its birth right which has been taken away from us in many ways 
in the last few years by demagogues in the United States. ; 

Mr. Gary. I do not know of anyone who exemplifies our American 
traditions of freedom and high ideals more than John Marshall. 

Mr. SreMInskKi. He was a great man. He walked down the street 
and ate cherries and spit the seeds out on the sidewalk, and talked 
with his neighbors. And you have heard about Justice Holmes, he 
was a great guy. 

Mr. JENSEN. I just want to say that our Chairman, Mr. Kirwan 
has on many occasions said off the record and on the record and 
publicly and on the floor of the House that the Interior Committee on 
Appropriations appropriated for America. He calls it the all- 
American committee. 

Now here we have a request to disseminate the works of John 
Marshall, a great statesman, and I can assure you gentlemen, and 
I think I can speak for the entire committee when I say that you 
need not worry about what this committee will do with this appropria- 
tion request, because we know, or we think we know, that this kind 
of money is the best money we can spend to educate the children of 
this Nation as well as possibly to inspire the older folks with the great 
works of those people who have gone before us and have made us one 
of the finest, the biggest, and the best nations on earth. I can say 
I only wish there was more of this kind of money spent by the Con- 
gress of the United States and paid for by the taxpayers of America, 
who I know will be very glad to learn that Congress has appropriated 
money for this very worthy cause. As I said before, we must per- 
petuate those things which have made America so big and fine and 
ood. 

Mr. Gary. Thank you, gentlemen. 
Mr. Kauter. Thank you very much. 
Mr. Kirwan. We are glad to have had you appear this morning. 


DEPARTMENT OF AGRICULTURE 
Forest SERVICE 
WITNESSES 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 
EARL W. LOVERIDGE, ASSISTANT CHIEF, FOREST SERVICE 
GORDON D. FOX, CHIEF, DIVISION OF OPERATION, FOREST SERVICE 
HOWARD E. MARSHALL, CHIEF, DIVISION OF FISCAL CONTROL, 
FOREST SERVICE 
WORKING CAPITAL FUND 


Mr. Kirwan. We have before the committee an item in House 
Document No. 171, entitled working capital fund, Forest Service, 
Department of Agriculture. Mr. Wheeler, we will include in the 
record at this time the justifications, after which we will be very glad 
to have a statement from you. 





fisc 
of 
pri 
wil 
suc 
det 
12e 
far 
as 

Suc 
itec 
oth 
law 


Py 


fins 
pro 


pra 
tha 
util 
refi 
cor 
wit 
oth 


mil 
Sta 





159 


(The justification statement follows:) 


DEPARTMENT OF AGRICULTURE—FOoREST SERVICE 
WORKING CAPITAL FUND 
(H. Doe. 171) 
PURPOSE AND NEED FOR WORKING CAPITAL FUND 


The purpose of the working capital fund is to provide a practicable method of 
financing and accounting for the service operations which are required in conduct- 
ing the diverse work programs of the Forest Service. These service operations 
include the procurement and issuance of materials and supplies; the operation, 
repair, and replacement of motorized and heavy equipment; and the operation of 
similar services which are provided for the benefit of all Forest Service work pro- 
gams. The language would authorize the capitalization of assets, including the 
assumption of liabilities related to such assets, now currently involved in furnish- 
ing the facilities and services. Therefore, no appropriation is requested for 
establishment of the fund. 

The present method of financing these service operations from an annual appro- 
priation complicates budgeting and the recording and reporting on the status of 
appropriated funds, because of the large amount of reimbursements involved. 
Also, under this method, reimbursements to the annual appropriation are not 
available to finance the cost of major repairs to equipment which, because of 
emergencies or unseasonable weather, must be postponed to the following fiscal 
vear. Since, under the present method of financing, materials and supplies 
purchased from the annual appropriation must be replaced in the same fiscal year 
in Which issued, the Forest Service is unable to defer replacement of such materials 
and supplies to a subsequent fiscal year, in order to take advantage whenever 
possible of quantity purchases and seasonal declines in market prices. 

The establishment of the working capital fund would permit the foregoing 
services to be operated in a more efficient and businesslike manner. 


PROPOSED LANGUAGE 


“There is hereby established a working capital fund which shall be available withou 
fiscal year limitation for all expenses necessary, including the purchase or construction 
of buildings and improvements within the limitations thereon set forth in the appro- 
priation for ‘Salaries and expenses, Forest Service,’ for providing, in connection 
with the conduct of such programs of the Forest Service as the Secretary may designate 
such supplies, equipment, and other facilities and supporting services as he may 
determine can be furnished advantageously under the fund. The Secretary is author- 
ized tu transfer to the fund, without reimbursement, and to capitalize in the fund at 
fair and reasonable values, such receivables, inventories, equipment, and other assets 
as he may determine, and assume the liabilities in connection with such assets, but 
such capitalization shall not exceed $25,000,000: Provided, That the fund shall be cred- 
ited with advance payments and reimbursements from funds of the Forest Service, 
other departmental and Federal agencies, and from other sources, as authorized by 
law, at rates approximately equal to the cost of furnishing the facilities and services.” 


EXPLANATORY STATEMENT 


Purpose of proposed working capital fund 

The purpose of the working capital fund is to provide an improved method of 
financing and accounting for the service operations which serve the various work 
programs of the Forest Service. 

There is a definite need within the Forest Service for such a fund to provide a 
practicable method of financing and accounting for the various service operations 
that are necessary to serve concurrently the programs of fire protection, timber 
utilization, construction and maintenance of roads and other improvements, 
reforestation, grazing, watershed, forest and forest products research, and kindred 
conservation activities of the Forest Service, including cooperative assistance 
with other Federal agencies, States, counties, farmers, forest landowners and 
others engaged in the same objectives. 

These programs are conducted on 188 million acres of public lands and 427 
million aeres of State and privately owned lands located throughout the United 
States, Alaska, Puerto Rico, and Hawaii. They are conducted through 10 
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regional offices, 9 experiment stations, and approximately 149 national forests. 
767 ranger districts, 101 land utilization areas, 63 research centers, 85 experimental] 
areas and the Forest Products Laboratory in Madison, Wis. 


Types of services furnished to programs 


In operating these programs, stocks of supplies, materials, and motorized and 
other program equipment of various kinds and sizes are needed at field locations, 
not only to serve regular needs but also to be available for emergency dispatch 
in case of fire, flood, and other critical situations. Further, certain fire fighting 
and other specialized program equipment is not readily available from other 
Government sources or commercial markets, and generally must be specially 
ordered and stocked. For these reasons it is uneconomical or impractical to 
await the actual need before action is taken toward procurement. Experience 
over the years in the Forest Service points up the necessity of maintaining sources 
of supplies, equipment and service facilities at the regional and local level in order 
to most efficiently meet the needs of field programs in which the Forest Service 
is engaged. Since the supplies and materials are used by numerous Forest Service 
programs, it is more practicable and economical to carry only one central stock at 
given field locations for the common use of all programs. This applies also to 
motorized and other program equipment which is available at field locations for 
the common use of all programs in the local area. Certain other services, prin- 
cipally the operation of photographic and reproduction facilities; the making, 
reconditioning and maintenance of road, trail and other signs; and other similar 
operations are common to and conducted for the benefit of all Forest Service 
work programs. 


Present method of financing service operations 


Most of the services are now financed initially from one appropriation. Since 
the ‘‘Salaries and expenses’’ appropriation is available for general purposes, this 
appropriation has been arbitrarily selected to finance the supply and equipment 
services which comprise the major portion of the service operations. This is 
an annual appropriation and balances in it are not available for obligation be- 
yond the end of the fiscal year. Furthermore, using an appropriation for financing 
these services complicates the recording and reporting on the status of appro- 
priated funds because of the large amount of reimbursements which are credited 


to the appropriation. This complicates budgeting and also causes confusion in 
the current financing of regular programs. For example, when supplies are issued 
to Forest Service programs from stock, the cost may be charged to 10 or more ap- 

ropriations benefited and the above annual appropriation is credited. However, 
it may be desirable to defer replacement of stocks to a later date, in many instances 
in the ensuing fiscal year, to take advantage of quantity purchases and seasonal 
declines in market prices. The use of the annual eee to finance the 


supply service makes it necessary to replace the stoc 
which issued. 

Another example relates to the motorized and heavy equipment service which is 
also financed through the “Salaries and expenses’’ annual appropriation. The 
equipment is used on work programs which may involve 10 or more appropriations 
and funds. In financing the equipment service, the appropriations and funds 
benefited are charged (at rates per unit of use to cover the cost of operating, re- 
pairing and replacing the equipment) and the above annual appropriation is 
credited. In many cases major repairs or overhauls of the equipment do not take 
place in the fiscal year in which the equipment was used because of conditions 
directly or indirectly attributable to unseasonable weather, including forest fires, 
floods and heavy snows. These conditions may require repair or overhaul work 
to be deferred to a subsequent fiscal year, but since the service is financed from an 
annual appropriation the amounts recovered from the application of use rates are 
not available in the subsequent year. 


in the same fiscal year in 


Proposed method of financing service operations 


The operation of the above services under a working capital fund would permit 
expenditures in connection with the designated services to be paid from a siagle 
fund, without fiscal year limitation, regardless of the programs ultimately charged. 
It would also provide a means of accumulating amounts to cover the cost of repair- 
ing and replacing equipment and restocking of supplies in an ensuing fiscal year 
which is not possible under the present procedure of financing from an annual 
appropriation. It will permit purchases to be made in quantity and under the 
most advantageous market conditions which is a keystone of economical procure- 
ment. The working capital fund would also eliminate the budgetary complica- 





161 


tions and other difficulties now encountered in the appropriation which it is now 
necessary to use for financing the service operations. A working capital fund 
would make it possible to operate the services in a more efficient and business-like 
manner. 

The working capital fund method has been in use by the Department of Agricul- 
ture for a number of years in financing centralized services. One such fund, 
approved July 12, 1943 (57 Stat. 393) is in the Office of the Secretary, and the 
other, approved September 6, 1950 (64 Stat. 658) is operated by the Agricultural 
Research Center. The use of these funds has demonstrated the value of this 
business-like method of financing and conducting reimbursable services in an 
efficient and economical manner. 


Detailed explanation of provisions of proposed language 


The proposed appropriation language provides for the establishment of a work- 
ing capital fund for financing the various service operations, such as those men- 
tioned above, that are required in conducting authorized programs of the Forest 
Service. Under it the Secretary would provide capital for the fund by transfer- 
ring and capitalizing, at fair and reasonable values, present inventories of sup- 
plies and equipment, receivables, and other assets as are related to ths operation 
of the services. The receivables would represent s:rvices rendered under current 
practices for which payment had not been made by appropriations benefited and 
would initially provide operating funds for the payment of expens2s. Operating 
funds may also be provided, if necessary, by advance paymer ts from tne appro- 
priations and funds to cover the estimated cost of services or supplies ordered. 
Any advance paymer ts in excess of the charges for such services or supplies will 
be returned to the applicable appropriations or funds. The fund will assume 
any liabilities in connection witn assets transferred to the fund, including accrued 
annual leave. In view of this method of providing capital the proposed language 
does not involve a request for funds to be appropriated. 

The buildings to be transferred to the fund are small low-cost shop and other 
buildings located at or near sites of work, such as those used to repair and store 
motor vehicles and other heavy ecuipment and for storage of operating supplies 
used on work pro‘ects. Land used in connection with these services will not be 
capitalized since in many cases the land is public domain or in other cases the 
land is used only partly by services operated under the fund. Unobligated 
balances of appropriations and funds will not be transferred to the fund. 

Provision is made for a maximum capitalization of $25 million. The estimated 
value of the assets initially to be transferred to the fund are: Receivables, 
$1,250,000; and supplies, equipment, and buildings, $17,250,000. The liabilities 
to be assumed by the fund, including accrued annual leave, will probably not 
exceed $500,000, resulting in an estimated initial capital of $18 million. A 
margin is provided for possible expansion of programs and emergencies. 

In the past, fluctuations and emergencies of major proportions were the Civilian 
Conservation Corps program, the fire hazard reduction and timber salvage pro- 
gram in the New England States resulting from the hurricane of 1938, the shelter- 
belt project, and the emergency rubber project of World War II. The manage- 
ment of such emergency programs demands rapid, large-scale and effective 
expansion of needed services at the outset. The greatest potential threat to 
maximum accomplishment in such emergencies is inadequacies in the supply, 
equipment and other services which may be needed. In view of the possible 
recurrence of such emergencies and other unforeseeable developments, including 
those occasioned by authorized expansion of normal work programs, it is essential 
that the capitalization of the fund be flexible to permit timely expansion. 

The services financed by the fund may also be made available when necessary 
to other departmental and Federal agencies, and as provided by law to State and 
private agencies and persons who cooperate with the Forest Service in fire control 
and other authorized programs. In order that the fund may be maintained on a 
self-supporting but nonprofit basis the payments for the services will be at rates 
which will approximately equal the cost of furnishing the facilities and services, 
including depreciation of equipment, certain buildings, and other improvements, 
alterations, maintenance and repair of all buildings and other improvements used 
in furnishing the services, maintenance and repairs of equipment and accrued 
leave. For example, in operating the motor vehicle and heavy equipment service 
which includes pickups, stakeside and dump trucks, sedans, crawler-type tractors 
and motor graders, the appropriations would be charged at rental rates approx- 
imately equal to the actual or estimated cost of operation, repair, maintenance, 
management and depreciation of the equipment. 
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The fund will be credited with any proceeds from the disposition of property. 
Amounts received in connection with loss of or damage to property would also 
be credited to the fund so as to be available for replacement or to defray the cost 
of repairing the property in event of damage. 

When the fund has property which it no longer needs to carry out its responsi- 
bilities such property will be reassigned, transferred or otherwise disposed of in 
accordance with the regulations of the General Services Administration and 
regulations of the Department of Agriculture issued pursuant thereto. 

In addition to the review and audit of the fund by the Comptroller General, 
it is contemplated that the status of the fund will be made known to the Bureay 
- ae and to the Congress through required reports and business-type 
statements. 


GENERAL STATEMENT 


Mr. Wueeter. Mr. Chairman and members of the committee, over 
the past 10 or 15 years there has been a considerable trend in Govern- 
ment toward the use of working capital funds wherever there is a need 
to finance, in a business-like manner, the various service operations of 
a continuous or centralized nature which are essential to the efficient 
and effective conduct of an agency’s programs or activities. A number 
of agencies including the Departments of Navy, Commerce, Interior, 
and Health, Education, and Welfare, the General Services Administra- 
tion, and the Department of Agriculture have authority to use one or 
more of these types of financing. 

In the Department of Agriculture, we now have two working capital 
funds. One in the Office of the Secretary was established in the Agri- 
cultural Appropriation Act of 1944. That act provided a no-year 
fund of $400,000 for the payment of salaries and other expenses for 
maintaining central duplicating facilities, motor-transport services, 
supply services and other central services as determined by the Secre- 
tary with the approval of the Director of the Budget Bureau. 

Later, in the General Appropriation Act of 1951, we obtained 
authority for a working capital fund for the agricultural research center 
of the Agricultural Research Service. A no-year fund of $300,000 was 
established for the payment of expenses necessary for furnishing 
facilities and maintaining buildings, water and sewerage systems, 
power and heating systems, a granary, a farm equipment center, and 
other plant services at the center for the benefit of the various pro- 
grams conducted there. 

Prior to the passage of these authorizing acts, the central services 
of the Department and the operations at the research center were 
financed on a strictly reimbursable basis using regular appropriations 
as revolving funds within a fiscal year limitation. However, the 
volume of business handled in both of these service operations became 
so great that there was frequently insufficient cash to meet payrolls 
and current expense bills because of the length of time required to 
effect reimbursements to the appropriations. Through the use of 
these working capital funds, adequate cash is now provided to meet 
the payment of current bills pending reimbursement for the services 
rendered; an orderly procedure for billing has been established on the 
basis of rates which cover the costs of services, facilities, materials 
and equipment, including depreciation and maintenance; and a com- 
mercial type accounting system embodying the principles of cost and 
accrual accounting has been installed. 
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NEED FOR FUND IN THE FOREST SERVICE 


There is a definite need in the Forest Service for a working capital 
fund to provide a practical and business-type method of financing 
and accounting for the various service operations necessary to serve 
the programs of fire protection, timber utilization, construction and 
maintenance of roads, reforestation, grazing, watershed, forest and 
forest products research, and kindred conservation activities of the 
Forest Service. 

In operating these programs, we need stocks of supplies and mate- 
rials, and motorized and other program equipment of various types, 
not only to serve the regular continuing activities of the Forest 
Service but also to facilitate immediate action in emergency situations, 
such as fire and flood. It is neither economical nor practical to 
wait until the emergency occurs before acquiring the necessary supplies 
and equipment, especially since much of the specialized equipment is 
not readily available from Government or commercial sources. Ex- 
perience over the years points up the desirability for maintaining 
centralized sources of supplies, equipment and service facilities at 
regional and local levels in order to efficiently meet the requirements 
common to all Forest Service work programs within an area. 


DISADVANTAGES OF PRESENT METHODS OF FINANCING 


At the present time we are financing these supplies and equipment 
services initially through the regular appropriation for salaries and 
expenses which is available for general purposes. This is an annual 
appropriation, balances of which are not available for obligation 
beyond the end of the fiscal year. The use of a regular annual appro- 
priation for financing these service operations complicates budgeting, 
accounting, and reporting in connection with such appropriated 
funds because of the large amount of reimbursements involved. 
Since all Forest Service appropriations and funds are benefited by 
the use of the supplies and equipment services, the volume of business 
handled under the annual appropriation used to finance these services 
is so large that the current financing of regular programs conducted 
under that appropriation is often complicated. Complications may 
arise because of the time required to effect the necessary billing and 
collection work to reimburse the annual appropriation. 

We have endeavored to work in the direction of a business-type 
operation by charging the funds available for the various programs of 
the Forest. Service for supplies taken from the warehouse and for the 
use of equipment. The charges have been established to provide for 
the restocking of supplies and for the maintenance, repair, and re- 
placement of the equipment. However, being limited to a fiscal year 
appropriation, which requires the replacement of stock in the same 
fiscal year in which issued, many times we are unable to take advan- 
tage of opportunities to replace stocks at a time when we could avail 
ourselves of the benefits of quantity purchases and seasonal declines 
in market prices. In connection with the handling of motorized and 
heavy equipment, frequently the major overhauls or other repairs can- 
not be undertaken in the same year in which the use was made of 
the equipment. Consequently, when the repairs or overhaul work 
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have to be deferred to a subsequent fiscal year, the amounts recovered 
from the benefiting appropriations, on the basis of use rates, are not 
available to pay the cost of the work. 


PROPOSAL 


The proposal before the committee contemplates an authorization 
for the establishment of a working capital fund without fiscal year 
limitation to be used in financing these services to authorized pro- 
grams of the Forest Service. The fund would be created by capitaliz- 
ing, at fair and reasonable values, the present supplies and equipment 
on hand, and by transferring to the fund the accounts receivable 
related to such operations which exist at the time the fund is estab- 
lished. Therefore, no appropriation is requested for the establish- 
ment of this working capital fund. Operating funds, if necessary, 
would also be provided through advance payments from the bene- 
fited appropriations and funds to cover the estimated cost of services 
or supplies ordered, with the provision that appropriate adjustments 
would subsequently be made to the appropriate appropriation or 
fund. The working capital fund would assume any liabilities in 
connection with the assets transferred to it, including accrued annual 
leave. The estimated value of the assets which would be initially 
transferred to the fund are: Receivables $1,250,000; and supplies, 
equipment, and buildings, $17,250,000. The liabilities to be assumed 
by the fund, including accrued annual leave, will probably not exceed 
$500,000 resulting in an estimated initial capital of $18 million. In 
order to provide for possible expansion of programs in the future and 
for emergencies, our proposal is to provide for a maximum capitaliza- 
tion of $25 million. 

This working capital fund would be operated in the same business- 
like manner as we operate our other working capital funds. We 
would charge the various programs, as nearly as practicable, the costs 
of the materials and supplies issued and the services and facilities 
furnished. In connection with the equipment service, we would 
establish rates which would include charges for depreciation sufficient 
to recover the cost of the equipment used and spread that cost to the 
appropriations and funds actually benefiting from the use of the 
equipment 

Placing this service under a working capital fund would permit 
expenditures in connection with such operations to be paid from a 
single fund, without fiscal year limitation, regardless of the program 
ultimately charged. It would provide a means of accumulating 
amounts to cover the cost of repairing and replacing equipment and 
restocking of supplies in an ensuing fiscal year which is not possible 
under present financing from an annual appropriation. It would 
permit purchasing in quantity and under advantageous market con- 
ditions which is a keystone of economical procurement. Most im- 
portant, it affords to management more effective and flexible means 
for financing, budgeting and accounting for such operations. 


JOINT PROGRAM TO IMPROVE ACCOUNTING 


The proposed working capital fund has been discussed with repre- 
sentatives of the Accounting Systems Division, General Accounting 
Office, who are working jointly with us in furtherance of the objectives 





165 


of the Joint Program to Improve Accounting in the Federal Govern- 
ment. These representatives are in full accord with us that such a 
fund provides the most practical and businesslike means of financing 
and accounting for the service operations necessary to serve the various 
programs of the Forest Service, and that it will materially assist in 
effecting improvements in accounting and financial reporting. 


ACQUISITION AND CONSTRUCTION OF BUILDINGS 


Mr. Kirwan. I want to ask you a question, Mr. Wheeler. 

Mr. WHEELER. Yes, sir. 

Mr. Kirwan. Would this request change the basic law with respect 
to the acquisition of buildings, construction of buildings? 

Mr. Wueeter. No, sir. While small buildings for the housing of 
equipment would be brought into the fund, any replacements of those 
buildings by construction, under the proposed language, would be 
subject to the limitations and provisions carried in the annual appro- 
priation act, just as in the past. There is a limitation, I believe of 
$18,500 in the States and $22,500 in Alaska on the cost of any one 
building, and any construction work carried out through this fund 
would be within the same limits that we are now under. 

Mr. Kirwan. $18,500; and beyond that, you would have to have 
the permission of the Congress? 

Mr. WHEELER. Yes, sir; except in Alaska where the limitation is 
$22,500. 

EQUIPMENT 


Mr. Krrwan. What is included in the term ‘‘equipment’’? 

Mr. WHEELER. Equipment covers a wide variety of things, such as 
automobiles, trucks, bulldozers, earth-moving equipment of one kind 
or another, fire-fighting equipment tankers, hose, pumps, et cetera. 
Such equipment lends itself to having a unit rental rate, including 
depreciation. By the rental of such items through the working 
capital fund, it will be possible to provide a more orderly method for 
distributing the cost of such equipment. 


AUTOMOBILES 


Mr. Krrwan. Would this permit you to be able to buy as many 
automobiles as you wanted to? 

Mr. Wueeter. No, sir; I am sure of that 

Mr. Kirwan. Well, that is one thing I want to know. 

Mr. Wueeter. The schedule in the budget reflecting the proposed 
replacement of vehicles, and the limitation in the annual act on the 
number of acquisitions would cover this. 

Mr. Kirwan. I want to be sure of your answer, and in your state- 
ment to the Congress, that it will not permit you to do that without 
coming to the Congress. 

Mr. Wuee ter. The number of acquisitions is controlled by Con- 
gress each year in the appropriation act. Now, for several years we 
have limited our requests for the purchase of cars to replacement only. 
We have not been adding to our fleet. Actually, we are somewhat 
behind the mileage and age standards for replacement. I think it 
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would be more economical, and I think it would be good business to 
replace the old cars with high mileage a little faster than we are: 
we have too large a proportion of automobiles | 

Mr. Kirwan. I want it so you would come to Congress. 

Mr. WHEELER. Yes, sir. 

Mr. Kirwan. And not have it done down there in the department, 
and that is what we decided; that you should come to the Congress 
and let the Congress decide. We just got rid of some language in the 
Interior appropriation bill. I believe they asked for trucks. 

Mr. WHEELER. Yes, sir. 

Mr. Kirwan. According to some, they could purchase as many as 
they wished to. We got out from under that and we do not want to 
get into another one, and, therefore, to continue the way we are. 

This covers their field operations as well as Washington operations? 

Mr. WHEELER. Yes, sir. 


WORKING CAPITAL FUNDS IN OTHER AGENCIES 


Mr. Krrwan. How many other agencies or departments have 
established funds like this in their agency? 

Mr. WHEELER. Our working capital fund in the Agricultural 
Research Service at Beltsville is similar in that it finances central 
services to a field installation. This proposal would provide for a 
corresponding arrangement since it covers the furnishing of supplies 
and equipment to numerous field locations in the Forest Service. Let 
me emphasize this: This is not a consolidated fund through which the 
program operations of the Forest Service would be conducted. Activi- 
ties under the fund would be controlled in the appropriations made 
for the protection and management of the national forests and for 
other Forest Service activities in exactly the same manner as at 
present. This relates only to the furnishing of supplies and equipment 
and centralized services which would be paid for from the funds from 
the various appropriations which you authorize in the annual appro- 
priation acts. And when such payments are made to the fund for 
such services, the fund would be available to replace the stocks issued, 
to maintain, and repair the equipment used, and for other related costs. 

Mr. Kirwan. You think this is a much better method of operation? 

Mr. WHEELER. Yes, we do. We have gone as far in this direction 
as we can within the confines of the annual appropriation but as we 
point out in a little more detail in the justification that went into the 
record, we are unable sometimes to take advantage of opportunities 
to replace stocks at a time when we could avail ourselves of the 
benefits of quantity purchases and declines in market prices. 


REPLACEMENT OF VEHICLES 


Mr. Kirwan. This does not have any bearing on replacement, 
putting something on, and then going in and buying something else, 
say a truck or an automobile, or something of that kind? 

Mr. Wuee er. No, sir; we will be bound by the general law and 
regulations on that. 

r. Kirwan. Anything you replace is an article, the original article, 
and rightfully so; you are not going to buy new things unless they 
come in here for approval? 
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Mr. WHEELER. We would be subject to the limitation on automo- 
biles. Under present law, it is possible to turn in or exchange items of 
equipment on equipment of like kind. Now, that “like kind” does 
not necessarily mean the same precise model or precise piece of equip- 
ment, but closely related pieces of equipment. 

Mr. Krrwan. As I say, we just got rid of some language in the 
Interior Department appropriation to exempt pickup trucks from the 
automobile limitation. It was strictly an automobile, regular auto- 
mobile, but they inserted a box in the rear, and then they came in 
with a pickup truck. 

Mr. Wueeter. No, that would not be true here. 

Mr. Krrwan. That is what I am trying to get clear here. This 
was just a box on an automobile, and then they wanted to call it a 
pickup truck. 

Mr. Wueeter. No. The limitation on the number of automobiles 
replaced as in the appropriation act would still control. 

Mr. Kirwan. You are going to abide by that limitation and 
everything? 

Mr. WHEELER. Yes, sir. 

Mr. Krrwan. All right; does anybody have a question? 


SERVICE OPERATIONS 


Mr. Maanuson. Tell us what is meant by the term “service 
operation” if this money is to furnish supplies? 

Mr. WHEELER. Supplies and equipment and the services involved 
in the stocking and issuance of the items in the inventory; that is the 
servicing of supplies and equipment. 

Also under the word “service” would come repair and maintenance 
of the equipment. 

Mr. LoveripGr. This would be of very much help to the Forest 
Service because of fires, road construction, and other programs. 

Mr. Maanuson. This $25 million maximum, you would not expect 
to approach the first year; you start out first with about $18 million? 

Mr. WHEELER. Yes; we did feel it would be wise, in the event of 
an emergency program, to be able to expand the operation up to $25 
million. We think that the $18 million estimate is ample for the 
foreseeable future. 

Mr. Maenuson. That is all, Mr. Chairman. 

Mr. Krrwan. Mr. Jensen. 


CAPITALIZATION OF INVENTORY 


Mr. Jensen. From the language used in the request, it would 
appear to me that it gives you an almost unlimited leeway up to at 
least $25 million, that you could spend for almost anything of any 
kind in the way of capital improvements, without coming to the 
Congress and making a request for specific items. Is that right? 

Mr. Wuee.er. No, sir; I would like to explain that. This working 
capital fund does not involve going into capital improvements of a 
program nature. The capitalization of the fund at one time simply 
represents the fair value of the supplies and equipment on hand, plus 
any receivables that may be due the fund, minus any obligations 
that the fund may have, but not yet paid. 
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You see the way it will start out is this. We now have a going 
concern in the Forest Service, and there is an existing inventory of 
materials, supplies, and equipment. We will ascertain the fair value 
of that inventory and we will also take into the fund any receivables 
that exist when the fund is set up; that is, supplies that may have 
been issued but have not yet been paid for by various appropriations. 
Instead of those receivables being paid into the “Salaries and ex- 
penses” appropriation, they will be paid into the working capital 
fund. This would enable that fund to have cash to replace the 
supplies which have been issued. 

The working capital fund cannot be used as a technique for ex- 
panding or conducting any program activities. The control of the 
program size is still the amount of appropriation that is provided 
annually by the Congress. And instead of the Forest Service using 
so many dollars from the ‘‘National forest protection and manage- 
ment” appropriation to directly purchase supplies or equipment, 
those supplies and equipment will be purchased from the working 
capital fund. 

Mr. JENSEN (interposing). I understand that: But the language 
which you are requesting us to put in this bill I think, in effect, is 
legislation on an appropriation bill. Of course, you may call it a 
limitation, if you so desire, but nevertheless, it is, in my opinion, leg- 
islation on an appropriation bill, and it does permit your agency, in 
effect, to circumvent the duty of the Congress by giving you author- 
ity to carry on these transactions without specific authority from 
either a legislative committee or the appropriation committee. 

Mr. Chairman, I believe this language is broader than we have 
ever permitted any agency of the Department of Interior over which 
we have authority to provide appropriation. 

Mr. Kirwan. Let me ask a question there, if I may, Mr. Jensen. 

Mr. JENSEN. Certainly. 

Mr. Kirwan. I do not want to disturb your line of questioning. 

Mr. JeENnsEN. That is all right. 


WORKING CAPITAL FUNDS IN OTHER AGENCIES 


Mr. Kirwan. The question I asked you before Mr. Wheeler, you 
did not fully answer, which relates to what Mr. Jensen has asked you. 
i you if you knew of any other agency that has set up a fund like 
this? 

Mr. Wueeter. Yes. I have here a compilation and I would be 
glad to insert it in the record if you wish, of all of the working funds 
that exist. We do have two other working capital funds in the 
Department of Agriculture. 

Mr. Kirwan. The question is simply this: You have got other 
agencies? 

Mr. WHEELER. Yes; the general supply fund of the GSA; the 
building and management fund of GSA; 2 in the Department of 
Agriculture, and 1 in the Commerce Department, and others. 

Mr. JENSEN. That have as much authority as you are asking here? 

Mr. WHEELER. I would not say they are word for word; that they 
are necessarily the same. The two which we have in this Department 
are as broad as this, in that we are not confined to a fiscal-year 
limitation in the revolving fund. 

Mr. JENSEN. Yes. 





Mr. WHEELER. May I go back to the point that you made. I 
think it would be conceded that this item would be subject to a point 
of order. 

Mr. JENSEN. Yes. 

Mr. WuHeeEtER. However, most, if not all, of the working capital 
funds have been established in appropriation acts. It was our feeling 
in the discussions we have had, that this proposition was so closely 
related to the budget and the handling of funds, that it would be 
more appropriate to bring it before your committee. 

We would have no objection to going, of course, to the legislative 
committee, but we had thought that the appropriation channel would 
be appropriate. 


RESPONSIBILITY OF CONGRESS TO APPROVE SPECIFIC ITEMS 


Mr. JENSEN. One of the reasons for coming before the Appropria- 
tion Committees which have authority over departments, is that you 
ask for funds, for specific purposes, for specific items needed each 
year. After all, that is what we have a responsibility for doing. 

Mr. WHEELER. Yes, sir. 

Mr. JENSEN. So that we will know what you spend the money for. 

Mr. WHEELER. Yes, sir. 

Mr. JENSEN. Rather than removing any restructions. It is not 
good legislation. 

Mr. WueeEver. Actually, I would like to emphasize that under this 
operation, the amount of money that would be appropriated each 
year would continue to be the controlling factor, the amount that 
would be expended, would be 

Mr. JENSEN. But not the specific items. We would not be in posi- 
tion to appropriate for the specific items. You are taking that away 
from this Congress and placing it within the Department’s discretion 
and that, I do not believe, we would be permitted to do. 

Mr. Wueeter. The only thing that would be different under this 
from the present operation is that after an activity has bought some 
supplies from the warehouse, or after it has rented a particular piece 
of equipment, we would then have authority to make payment to the 
working capital fund for those supplies, or rental for the equipment, 
from the appropriation under which that activity is conducted and 
to replace the supplies or repair the equipment as a part of a continuing 
procurement and equipment maintenance proposition, rather than 
having to artificially shut off at the end of the fiscal year. Actually 
the charge back to the appropriation would be more nearly in line 
with the fiscal-year appropriation than is now the case, because, for 
instance, out of this year’s appropriation, we are having to replace 
vehicles, or repair equipment, that were worn out and used the year 
before. Under our proposal the charge would be right in line with the 
appropriation. 

Mr. JENSEN. But is not this a fact, that you take an inventory of 
vour supplies, so to speak, each year, and during that inventory you 
ascertain just how much of this equipment should be replaced; and 
then you come to Congress and you ask for an appropriation for re- 
placement; you say, here is a piece of machinery that should be 
replaced, because it is not as serviceable as it should be, and it is not 
good business to keep that machinery; that it would be better business 
to trade it in and to get another piece of machinery, and under that 
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you present a request to the committee for funds to make that replace- 
ment, and you justify the request for that money. According to this 
language, instead of requiring you to make such a presentation to the 
committee, you would not have to make a report to the Congress 
except in the lump sum, and you would be on your own discretion 
without telling us specifically what you wanted to do with the money. 

Therefore, that is where we would lose sight of, where we would 
lose jurisdiction over the expenditure of the taxpayers’ money for 
equipment you would have to justify otherwise. 

I am not questioning your honesty or your good judgment or any- 
thing of that kind. Maybe it would be cheaper. Maybe it would be 
better, but nevertheless, I can see where we would have turned over 
to you a duty which I doubt we would be justified in doing under these 
conditions. 

I believe that is all, Mr. Chairman. 

Mr. Kirwan. Dr. Fenton? 


QUESTION OF LEGISLATION ON AN APPROPRIATION BILL 


Mr. Frenton. Did I understand you to say that you concede this 
is legislation? 

Mr. Wuester. I think we would have to concede that it is subject 
to a point of order, yes. But it is strictly a proposal for facilitating 
the financing and accounting for service operations. There are a num- 
ber of other instances in which similar language has been carried in 
an appropriation bill. We would hope that a point of order would 
not be made. 

Mr. Fenton. Of course, we have no control over any individual 
on the floor. 

Mr. WHEELER. I realize that. 

Mr. Fenton. I would certainly think that we would not want to 
be criticized for usurping the prerogatives of a legislative committee. 
We are criticized for usurping the authority of other committees. 
Now, if you have gone along all of this time without it, I do not see 
why you should not have the proper committee go into the matter 
which issues the authority to us. 

Mr. WuHeeEterR. Well, I do not pretend to be an expert on what is 
the proper procedure in Congress, but it was my feeling that the very 
kind of questioning that has come out here, that is, the relationship 
of this to appropriation process, is very illustrative of our reason for 
feeling that we certainly should bring it to this committee for action; 
at least for a complete understanding of all concerned, and if the 
Congress decides that action on the proposition should be through 
another committee, we will be perfectly happy to do that. 

Mr. Fenton. Your suggestion probably is very fine and will work 
to the best interests of the Government, but I think rather than 
subject this subcommittee to criticism on the floor it would be better 
to refer this to the proper committee. 


WORKING CAPITAL FUNDS IN OTHER AGENCIES 


Mr. Kirwan. You stated awhile ago there were other agencies. 
I wish you would put into the record at this point a tabulation of 
the funds of the other agencies, and the language that established 
them. 


— 
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Mr. WHEELER. Yes, sir; we will be very glad to do that. 
(The material requested is as follows:) 


AGRICULTURE 
GENERAL APPROPRIATION BILL OF 1951 
Public Law 759, 81st Congress, approved September 6, 1950 


“There is established a working capital fund of $300,000, to be available without 
fiscal year limitation, for expenses necessary for furnishing facilities and services 
by the Agricultural Research Center to Government agencies. Said fund shall be 
reimbursed from applicable appropriations or other funds to cover the charges for 
such facilities and services, including handling and related charges, for equipment 
rentals (including depreciation, maintenance, and repairs), for supplies, equipment 
and materials, stores of which may be maintained at the Center, and for building 
construction, alterations, and repairs, and applicable appropriations or other funds 
may also be charged their proportionate share of the necessary general expenses of 
the Center not covered by the annual appropriation.” 


AGRICULTURE 
AGRICULTURAL APPROPRIATION ACT OF 1944 


Public Law 129, 78th Congress, approved July 12, 1943 


“A working capital fund of $400,000 is established without fiscal year limitation, 
for the payment of salaries and other expenses necessary to the maintenance and 
operation of (1) central duplicating, photographic, and tabulating services, (2) a 
central motor-transport service for the maintenance, repair, and operation of 
motor-transport vehicles and other equipment, (3) a central supply service for the 
purchase, storage, handling, issuance, packing, or shipping of stationery, supplies, 
equipment, blank forms, and miscellaneous materials, for which stocks thereof, 
not to exceed $200,000 in value (except for the value of blank forms) at the close 
of any fiscal year, may be maintained sufficient to meet, in whole or in part, re- 
quirements of the bureaus and offices of the Department in the city of Washing- 
ton and elsewhere, and (4) such other services as the Secretary, with the approval 
of the Director of the Bureau of the Budget, determines may be performed more 
advantageously as central services; said fund to be reimbursed from applicable 
funds of bureaus, offices, and agencies for which services are performed on the 
basis of rates which shall include estimated or actual charges for personal services 
materials, equipment (including maintenance, repairs, and depreciation) and other 
expenses: Provided, That such central services shall, to the fullest extent prac- 
ticable, be used to make unnecessary the maintenance of separate like services in 
the bureaus, offices, and agencies of the department.” 


DEFENSE 
CIVIL FUNCTIONS APPROPRIATIONS ACT, 1954 


Public Law 153, 83d Congress, approved July 27, 1953 
REVOLVING FUND 


“For establishment of a revolving fund, to be available without fiscal year 
limitation, for expenses necessary for the maintenance and operation of the plant 
and equipment of the Corps of Engineers used in civil works functions, including 
acquisition of plant and equipment, maintenance, repair, and purchase, operation, 
and maintenance of not to exceed four aircraft at any one time, temporary financ- 
ing of services finally chargeable to appropriations for civil works functions, and 
the furnishing of facilities and services for military functions of the Department 
of the Army and other Government agencies and private persons, as authorized 
by law, $100; and in addition, the Secretary of the Army is authorized to provide 
capital for the fund by capitalizing the present inventories, plant and equipment 
of the civil works functions of the Corps of Engineers. The fund shall be credited 
with reimbursements or advances for the cost of equipment, facilities, and services 
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furnished, at rates which shall include charges for overhead and related expenses, 
depreciation of plant and equipment, and accrued leave: Provided, That on July 1, 
1953, (1) the fund shall assume the assets, liabilities, and obligations of the Plant 
accounts, as carried on the records of the Corps of Engineers as of June 30, 1953, 
under the appropriations for ‘Maintenance and improvement of existing river 
and harbor works’’, ‘Flood control, general’, and “Flood control, Mississippi 
River and tributaries”, and (2) there shall be transferred from said appropriations 
to the fund amounts equivalent to the unexpended cash balances of the Plant 
accounts on June 30, 1953: Provided further, That the total capital of said fund 
shall not exceed $140,000,000.” 





INTERIOR 
GENERAL APPROPRIATION ACT, 1951 
Public Law 759, 8lst Congress, approved September 6, 1950 
OFFICE OF THE SECRETARY 
WORKING CAPITAL FUND 


“For establishment of a working capital fund, to be available without fiscal 
year limitation, for expenses necessary for the maintenance and operation of 
(1) a central reproduction service; (2) communication services; (3) a central 
supply service for stationery, supplies, equipment, blank forms, and miscellaneous 
materials, for which adequate stocks may be maintained to meet in whole or in 
part requirements of the bureaus and offices of the Department in the city of 
Washington and elsewhere; (4) a central library service; (5) health services; 
and (6) such other similar service functions as the Secretary determines may be 
performed more advantageously on a reimbursable basis; $300,000. Said fund 
shall be reimbursed from available funds of bureaus, offices, and agencies for 
which services are performed at rates which will return in full all expenses of 
operation, including reserves for accrued annual leave and depreciation of 
equipment.” 





HEALTH, EpucaTion, AND WELFARE 


LABOR-FEDERAL SECURITY APPROPRIATION ACT, 1953 
Public Law 452, 82d Congress, approved July 5, 1952 
OFFICE OF THE ADMINISTRATOR 


‘‘Working capital fund: For the establishment of a working capital fund, to be 
available without fiscal year limitation, for expenses necessary for the maintenance 
and operation of (1) a central reproduction service; (2) a central tabulating service; 
and (3) a central supply service for supplies and equipment for which adequate 
stocks may be maintained to meet in whole or in part the requirements of the 
Agency; $50,000: Provided, That any stocks of such supplies and equipment on 
hand or on order on June 30, 1952, under the appropriation ‘Salaries and expenses, 
Division of Service Operations,’ shall also be used to capitalize said fund: Pro- 
vided further, That said fund shall be reimbursed in advance from available funds 
of bureaus, offices, and agencies for which services are performed at rates which 
will return in full all expenses of operation, including reserves for accrued annual 
leave and depreciation of equipment.” 





VETERANS’ ADMINISTRATION 
SECOND INDEPENDENT OFFICES APPROPRIATION ACT, 1954 


Public Law 149, 83d Congress, approved July 27, 1953 


“Supply fund: For establishment of a revolving supply fund effective July 1, 
1953, to be available without fiscal year limitation for all expenses necessary for 
the operation and maintenance of a supply system for the Veterans’ Administra- 
tion including procurement of supplies and equipment, and personal services, the 
Administrator is authorized to capitalize, at fair and reasonable values as deter- 
mined by him, all supplies and materials and depot stocks of equipment on hand 
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or on order: Provided, That the fund shall be (1) reimbursed for the cost of all 
services, equipment and supplies furnished appropriations at rates determined by 
the Administrator on the basis of estimated or actual direct and indirect cost; (2) 
credited with advances from appropriations to which services or supplies are to be 
furnished, and all other receipts resulting from the operation of the fund including 
the proceeds of disposal of scrap, excess or surplus personal property of the fund, 
and receipts from carriers and others for loss of or damage to personal property: 
Provided further, That following the close of each fiscal year any net income after 
making provision for prior losses, if any, shall be covered into the Treasury of the 
United States as miscellaneous receipts: Provided further, That an adequate 
system of accounts for the fund shall be maintained on the accrual method and 
financial reports prepared on the basis of such accounts, and that an annual 
business-type budget shall be prepared for the operations under this fund.” 


Civit Service COMMISSION 
THIRD SUPPLEMENTAL APPROPRIATION ACT, 1952 
Public Law 375, 82d Congress, approved June 5, 1952 


“Investigations: For the establishment of a revolving fund which shall be avail- 
able to the Civil Service Commission without fiscal year limitation for financing 
investigations, the costs of which are required or authorized by Public Law 298, 
Kighty-second Congress, or any other law to be borne by appropriations or funds 
of other Government departments and agencies, $4,000,000: Provided, That said 
fund shall be reimbursed from available funds of such departments and agencies 
for investigations made for them at rates estimated by the Commission to be ade- 
quate to recover expenses of operation, including provision for accrued annual 
leave and depreciation of equipment purchased by the fund: Provided further, 
That any surplus accruing to the fund in any fiscal year shall be paid into the gen- 
eral fund of the Treasury as miscellaneous receipts during the ensuing fiscal year: 
Provided further, That any such surplus may be applied first to restore any im- 
pairment of the capital of the fund by reason of variations between the rates 
charged for work or services and the amount subsequently determined by the 
Commission to be the cost of performing such work or services.” 


CoMMERCE 
DEFICIENCY APPROPRIATION ACT, 1950 
Public Law 583, 81st Congress, approved June 29, 1950 
NATIONAL BUREAU OF STANDARDS—WORKING CAPITAL FUND 


“For the establishment of a working capital fund, to be available without 
fiscal year limitation, for expenses necessary for the maintenance and operation 
of the National Bureau of Standards, including the furnishing of facilities and 
services to other Government agencies, not to exceed $3,000,000. Said fund 
shall be established as a special deposit account and shall be reimbursed from 
applicable appropriations of said Bureau for the work of said Bureau, and from 
funds of other Government agencies for facilities and services furnished to such 
agencies pursuant to law. Reimburse 1ents so made shall include handling and 
related charges, reserves for depreciation of equipment and accrued leave, and 
building construction and alterations directly related to the work for which 
reimbursement is made.” 


GENERAL SERVICES ADMINISTRATION 
INDEPENDENT OFFICES APPROPRIATION ACT, 1946 


Public Law 49, 79th Congress, approved May 3, 1945 


“* * * For the establishment of a working capital fund, $50,000, without 
fiscal year limitation, for the payment of salaries and other expenses necessary to 
the operation of a central blueprinting, photostating, and duplicating service; 
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said fund to be reimbursed in order to insure continuous operation, from available 
funds of constituents of the Federal Works Agency, or of any other Federal agency 
for which services are performed, at rates to be determined by the Public Buildings 
Administration on the basis of estimated or actual charges for personal services, 
materials, equipment (including maintenance, repair, and depreciation on existing 
as well as new equipment) and other expenses: Provided, That at the close of each 
fiscal year any excess of funds resulting from such operation, after making ade- 
quate provision for the replacement of mechanical and other equipment and for 
accrued annual leave of employees engaged in this work by the establishment of 
reserves therefor, shall be covered into the Treasury of the United States as mis- 
cellaneous receipts.” 


CoMMERCE 
DEPARTMENTS OF STATE, JUSTICE, AND COMMERCE APPROPRIATION ACT, 1945 
Public Law 365, 78th Congress, approved June 28, 1944 


“Working capital fund, Department of Commerce: For the establishment of a 
working capital fund, $100,000, without fiscal year limitation, for the payment 
of salaries and other expenses necessary to the maintenance and operation of 
(1) central duplicating, photographic, drafting, and photostating services and 
(2) such other services as the Secretary, with the approval of the Director of the 
Bureau of the Budget, determines may be performed more advantageously as 
central services; said fund to be reimbursed from applicable funds of bureaus, 
offices, and agencies for which services are performed on the basis of rates which 
shall include estimated or actual charges for personal services, materials, equip- 
ment (including maintenance, repairs, and depreciation) and other expenses: 
Provided, That such central services shall, to the fullest extent practicable, be 
used to make unnecessary the maintenance of separate like services in the bureaus, 
offices, and agencies of the Department: Provided further, That a separate sched- 
ule of expenditures and reimbursements, and a statement of the current assets 
and liabilities of the working capital fund as of the close of the last completed 
fiscal year, shall be included in the annual Budget.” 


GOVERNMENT PRINTING OFFICE 


LEGISLATIVE—JUDICIARY APPROPRIATION ACT, 1954 
Public Law 178, 83d Congress, approved August 1, 1953 
REVOLVING FUND 


“For establishment of a revolving fund, effective July 1, 1953, to be available 
without fiscal year limitation, for expenses necessary for the operation and mainte- 
nance of the Government Printing Office (except the Office of Superintendent of 
Documents), including rental of buildings; expenses of attendance at meetings, 
when authorized by the Joint Committee on Printing; maintenance and operation 
of the emergency room; purchase of uniforms for guards; boots, coats, and gloves; 
repairs and minor alterations to buildings; and expenses authorized in writing by 
the Joint Committee on Printing for inspection of Government printing activities; 
$1,000,000; and in addition, the Public Printer shall provide capital for said fund 
by capitalizing, at fair and reasonable values as jointly determined by him and 
the Comptroller General, the present inventories, plant (except buildings and 
land), equipment, and other assets of the Government Printing Office: Provided, 
That the unexpended balances (including the amounts otherwise required to be 
returned to the Treasury) and the obligations and outstanding commitments of 
existing appropriations for ‘Working — and congressional printing and bind- 
ing’ shall be transferred to this fund. he fund shall be (1) reimbursed for the 
cost of all services and supplies furnished (including those furnished other appro- 
priations of the Government Printing Office) at rates which shall include charges 
for overhead and related expenses, depreciation of plant (except buildings and 
land) and equipment, and accrued leave; (2) credited with all receipts including 
sales of Government publications, waste, condemned, and surplus property and 
with payments received for losses or damage to property; and (3) charged with 
payment into miscellaneous receipts of the Treasury of such part of the receipts 


from the sales of Government publications as is required by law (44 U.S. C. 71, 
72a, 309). 
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‘An adequate system of accounts for the fund shall be maintained on the accrual 
method and financial reports prepared on the basis of such accounts. The Public 
Printer shall prepare and submit an annual business type budget program for the 
operations under this fund. The activities of the Government Printing Office 
shall be audited by the General Accounting Office and an audit report furnished 
annually to the Congress and the Public Printer. For the purposes hereof the 
Comptroller General shall have such access to the records, files, personnel, and 
facilities of the Government Printing Office as he may deem necessary. 

“Hereafter any executive department or independent establishment of the 
Government ordering printing and binding or blank paper and supplies from the 
Government Printing Office shall pay promptly by check to the Public Printer 
upon his written request, either in advance or upon completion of the work, all 
or part of the estimated or actual cost thereof, as the case may be, and bills 
rendered by the Publie Printer in accordance herewith shall not be subject to 
audit or certification in advance of payment: Provided, That proper adjustments 
on the basis of the actual cost of delivered work paid for in advance shall be made 
monthly or quarterly and as may be agreed upon by the Public Printer and the 
department or establishment concerned.” 


GENERAL SERVICES ADMINISTRATION 
BUILDING MANAGEMENT FUND 
Public Law 522, 82d Congress, 2d session, approved July 12, 1952 


“(f) There may be established by the Secretary of the Treasury, on such date 
during the fiscal year 1953 as may be determined by the Administrator, a Building 
Management Fund, which shall be available, without fiscal year limitation, for 
expenses necessary for buildings management operations and related services, 
authorized by law to be performed by the General Services Administration. 
Accounting for the fund shall be maintained on the accrual method and financial 
reports shall be prepared on the basis of such accounting. There is authorized 
to be appropriated to said fund such sums as may be required, but not to exceed 
the amount of $10,000,000, and any stocks of supplies and any equipment, 
available for buildings management functions of the General Services Adminis- 
tration, on hand, or on order, on the date of establishment of said fund, shall 
also be used to capitalize the fund: Provided, That said fund shall be credited with 
(1) annual advances for nonrecurring expenses, quarterly advances for other 
expenses, and reimbursements from available appropriations and funds of the 
General Services Administration and of any other agency, person, or organization 
to which services, space, quarters, maintenance, repair, or other facilities are 
furnished, at rates to be determined by the Administrator on the basis of esti- 
mated or actual costs (including accrued leave, and maintenance, repair, and, 
where applicable, depreciation of equipment) and (2) all other reimbursements, 
and refunds or recoveries resulting from operations of the fund, including the 
net proceeds of disposal of excess or surplus personal property and receipts from 
carriers and others for loss of, or damage to property: Provided further, That 
following the close of each fiscal year any net income, after making provision for 
prior year losses, if any, shall be covered into the Treasury of the United States 
as miscellaneous receipts: Provided further, That said fund shall not be available 
for expenses of carrying out the provisions of the Act of June 24, 1948 (62 Stat. 
644), or section 5 of the Act of May 25, 1926, as amended (40 U. 8. C. 345), 
and shall not be credited with receipts from operations under said provisions of 
law, or (except as provided in this section for the net proceeds of disposal of 
excess or surplus property and receipts from loss or damage to property) with 
any receipts required by any other law to be credited to miscellaneous receipts of 
the Treasury.” 


GENERAL SERVICES ADMINISTRATION 
GENERAL SUPPLY FUND 


Public Law 152, 81st Congress, Ist session, approved June 30, 1949 


“Src. 109. (a) There is hereby authorized to be set aside in the Treasury a 
special fund which shall be known as the General Supply Fund. Such fund shall 
be composed of the assets of the general supply fund (including any surplus 
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therein) created by section 3 of the Act of February 27, 1929 (45 Stat. 1342- 
41 U.S. C. 7c), and transferred to the Administrator by section 102 of this Act, 
and such sums as may be appropriated thereto, and the fund shall assume all of 
the liabilities, obligations, and commitments of the general supply fund created 
by such Act of February 27, 1929. The capital of the General Supply Fund 
shall be in an amount not greater than $75,000,000. The General Supply Fund 
shall be available for use by or under the direction and control of the Adminis- 
trator (1) for procuring personal property (including the purchase from or through 
the Public Printer of Standard forms and blankbook work for field warehouse 
issue) and nonpersonal services for the use of Federal agencies in the proper 
discharge of their responsibilities, and (2) for paying all elements of cost of the 
procurement, handling, and distribution thereof, except that on and after Jly 1, 
1950, those elements of cost which are determined by the Administrator wi‘h the 
approval of the Director of the Bureau of the Budget to be indirect or overhead 
costs shall not be paid from the fund. 

“(b) Payment by requisitioning agencies shall be at prices fixed by the Admin- 
istrator. Until July 1, 1950, such prices shall be fixed in accordance with law and 
regulations applicable on the date of enactment of this Act to prices fixed by the 
Director of the Bureau of Federal Supply. On and after such date, such prices 
shall be fixed at levels so as to recover so far as practicable all costs except those 
which are determined by the Administrator with the approval of the Director of 
the Bureau of the Budget to be indirect or overhead costs. Requisitioning 
agencies shall pay by advance of funds in all cases where it is determined by the 
Administrator that there is insufficient capital otherwise available in the General 
Supply Fund. Advances of funds also may be made by agreement between the 
requisitioning agencies and the Administrator. Where an advance of funds is not 
made, reguisitioning agencies shall promptly reimburse the General Services 
Administration on vouchers prepared by the requisitioning agency on the basis of 
itemized invoices submitted by the Administrator and receiving reports evidencing 
the delivery to the requisitioning agency of such supplies or services: Provided, 
That in any case where payment shall not have been made by the requisitioning 
agency within forty-five days after the date of billing by the Administrator, 
reimbursement may be obtained by the Administrator by the issuance of transfer 
and counterwarrants supported by itemized invoices. 

“‘(c) The General Supply Fund shall be credited with all reimbursements, 
advances of funds, and refunds or recoveries relating to supplies or services pro- 
cured through the fund, including the net proceeds of disposal of surplus supplies 
procured through the fund and receipts from carriers and others for loss of, or 
damage to, supplies procured through the fund; and the same are hereby reappro- 
priated for the purposes of the fund. 

“(d) A special deposit account may be established as a part of the General 
Supply Fund with the Treasurer of the United States for use by the chief disbursing 
officer or any regional disbursing officer, Department of the Treasury, which may 
be eredited with (1) funds advanced from the General Supply Fund account on 
the books of the Division of wR eon G Se Warrants and (2) other funds 

roperly for credit to the General Supply Furd without being covered into the 
Tocca of the United States; and such special deposit account may be charged 
with payments properly chargeable to the General Supply Fund. 

‘““(e) The Comptroller General of the United States shall make an annual audit 
of the General Supply Fund as of June 30, and there shall be covered into the 
United States Treasury as miscellaneous receipts any surplus found therein, all 
assets, liabilities, and prior losses considered, above the amounts ttansferred or 
appropriated to establish and maintain said fund, and the Comptroller General 
shall report to the Congress annually the results of tne audit, togethes with such 
recommendations as he may have regarding the status and operations of the fund. 

“(f) Subject to the requirements of subsections (a) to (e), inclusive, of this 
section, the General Supply Fund also may be used for the procurement of supplies 
and nonpersonal services authorized to be acquired by mixed-owners*ip Govern- 
ment corporations, or by the municipal government of the District of Calambia, 
or by a requisitioning non-Federal agency when the function of a Federal agency 
authorized to procure for it is transferred to the General Services Administration: 
Provided, That the prices charged by the Administrator in such cases shall be 
fixed at levels which he estimates will be sufficient to recover, in adcition to the 
direct costs of the procurement, handling, and distribution of such supplies and 
services, the indirect and overhead costs that the Administrator determines are 
allocable thereto.” 
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Heattu, Epucation, AND WELFARE 
PUBLIC HEALTH SERVICE ACT 
Public Law 410, 78th Congress, approved July 1, 1944 


“* * * The Administrator shall establish a working-capital fund for such indus- 
tries, plants, factories, and shops out of any funds appropriated for Public Health 
Service hospitals at which addicts are treated and cared for; and such fund shall 
be available for the purchase, repair, or replacement of machinery or equipment, 
for the purchase of raw materials and supplies, for the purchase of uniforms and 
other distinctive wearing appare] of employees in the performance of their official 
duties, and for the employment of necessary Civilian officers and employees. The 
Surgeon General may provide for the disposal of products of the industrial activi- 
ties conducted pursuant to this section, and the proceeds of any sales thereof shall 
be covered into the Treasury of the United States to the credit of the working- 
capital fund.” 


Mr. Krrwan. Thank you, gentlemen. 


WEDNESDAY, JUNE 22, 1955. 


Bureau or LAND MANAGEMENT 


WITNESS 


HON. CLIFTON YOUNG, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEVADA 


Mr. Kirwan. Mr. Young, we will be glad to hear you. 

Mr. Youna. I appreciate the opportunity to appear before the 
committee. I also want to express my gratitude to the committee 
for their consideration and generosity in the first appropriation bill 
with regard to the land disposal program in Nevada. 

It is my understanding the Bureau of Land Management is seeking 
for its land disposal program, in the supplemental budget, some 
$250,000. I want strongly to urge favorable consideration of that 
amount, because of the enormous land disposal problem in the West. 

I would like to direct my testimony particularly to the State of 
Nevada, because I think in my district it is, perhaps, more critical 
than almost any other area, largely because 85 percent of my State 
is owned by the Federal Government. The ist of May of this year 
there were some 89,000 acres which had been classified for small 
tract use. You members of the committee are doubtless well aware 
that the Small Tract Act of 1938 provides for the sale up to 5 acres 
of public lands for home sites, business sites, or recreational sites. 
This act has created more interest in land disposition than any act 
since. the passage of the homestead laws in the early 1860’s. There 
have been already some 20,000 acres leased or sold, and there are 
some 50,000 acres covered in applications. In my State there are some 
16,000 pending applications that have not been processed by the 
Bureau of Land Management. 

The rate of filing applications has increased phenominally in 
Nevada. Last year there were a few hundred applications a month 
filed. At the present time, due largely to the activities of land pro- 
moters and land-locator services outside the State and some inside 
the State, applications have gone up to nearly 200 a day, and the 
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Bureau of Land Management, in spite of constructive efforts to 
expedite consideration, finds it is falling behind at a rather alarming 
rate each day. 

The House, only several days ago, passed legislation with regard 
to multiple surface use of public land which will alleviate one of the 
major problems in this field, namely conflicts between small tract 
applications and mining claims. 

These conflicts will have to be resolved. The legislation passed the 
other day will not solve the present impasse, but will prevent this sort 
of thing arising in the future. The executive branch will shortly take 
certain steps which, I think, will curb the activities of the land filers 
and promoters and reduce to some extent the phenomenal rate of filing. 
But unless they secure additional personnel, which will be possible by 
the $250,000 which is sought in this supplemental budget, it will be 
impossible for them to catch up on their backlog, or even to maintain 
current processing of the applications that are being filed. 

I might point out for the committee that the Government is taking 
in money with each of these applications, and the money received from 
the disposal of this land will more than pay for any of the appropri- 
ations which are being sought in the supplemental bill. I believe 
that the Bureau of Land Management probably returns 4 or 5 times 
as much money as it expends each year. 

If there are no questions, I think that concludes my presenta- 
tion. 

Mr. Kirwan. We are glad to have you with us, Congressman 
Young. You have made a good statement. 

Mr. Youna. I wonder if I might have permission to place in the 
record statements by Mr. Hiestand and Mr. Udall. They were 
unable to be here this morning. There were also several others 
who wanted to testify on this. 

Mr. Krrwan. We will insert their statements in the record, and 
also a statement of Congressman Fjare of Montana. 

Mr. Youne. Thank you, Mr. Chairman. 

(The statements above referred to are as follows:) 


STATEMENT OF CONGRESSMAN Epcar W. HIEsTAND 


The land use and disposal functions of the Bureau of Land Management in 
California are administered through the office of the State supervisor, L. T. 
Hoffman, at 1010 Fourth Street, Sacramento, Calif., and the Los Angeles and 
Sacramento land offices. The Los Angeles land office is located at 1512 Post 
Office Building, Los Angeles 2, Calif. 

There is little cr no vacant public land within Los Angeles County, Assembly 
Districts 41, 42, and 48, comprising the 21st Congressional District. Many citi- 
zens of Los Angeles County, however, have expressed interest in or have filed ap- 
plications to acquire public lands in southern California. 

In the Los Angeles land office, on May 1, there were 19,566 land use and dis- 
posal cases pending. On the basis of current case output rates, with the present 
staff, this number of cases constitutes a workload of approximately a full year’s 
time of the entire staff. This means that due to the overload of work, applications 
filed in the land office are being delayed up to a year’s time over and beyond the 
normal working time that is required for each particular case. 

The delay in handling cases is serious, not only because of inconvenience and 
dissatisfaction to the applicants, but also because of the extra cost to the Govern- 
ment in answering complaints from the public and in giving explanations of the 
causes of the delay. 

The Small Tract Act, under which leases and sales are made homesites and other 
sites consisting of 5 acres or less, has attracted wide attention in southern Cali- 
fornia. This law is being actively exploited by land locator services. A total of 
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12,825 small-tract lease applications were filed in the Los Angeles land office during 
the 10 months ending April 30, 1955. On May 1, 1955, there were 15,458 unclosed 
small-tract lease cases pending in the land office. 

Small tract interest has been particularly active in the vicinity of Twentynine 
Palms. One of the newer areas of interest is the Kernville-South Fork Valley. 

On May 1, there were pending 1,404 applications of small-tract leaseholders 
who had applied for patents on their tracts as a result of compliance with require- 
ments under lease-sale option contracts. 

Interest in new irrigation development on public lands has been very active in 
desert areas of southeastern California. The possibility of homesteading or 
entering public lands under the Desert Land Act has interested residents of Los 
Angeles and other communities. 

As of May 1, there were 2,016 desert land cases and 126 homestead cases pend- 
ing in the Los Angeles land office. Each of these cases represents a possible or 
potential irrigated farm, subject to investigation by the Government to determine 
the suitability of the land and water resources. Most of these cases contemplate 
the pumping of irrigation water from underground supplies. 

Among the major areas in which applications are pending under the Desert 
Land Act in southeastern California are the following: 


Approximate Number of 
Name of area acreage of applications 
public lands pending 
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The Los Angeles land office handles a number of other types of public land 
cases, including public auction sales of isolated or disconnected tracts, State 
indemnity selections, State and private land exchanges, color of title applications, 


rights-of-way, and withdrawals or reservations of public lands for the use of 
Government agencies. Action in all of these classes of cases is delayed because 
of the overload of work. 

Owing to the work backlog, it has not been feasible for the Bureau of Land 
Management, at its own motion, to initiate a general inventory of the vacant 
public lands in California so as to set in motion land exchanges, transfers, or other 
adjustments in the land pattern as reasonably required for proper land manage- 
ment. In the Missouri River Basin, where special funds have been made available 
for public land inventories, it has become possible to initiate a program of land- 
pattern adjustment to effect economies in the administration of the public lands. 

An important public service of the Los Angeles land office is the maintenance 
of the official plats and tract books on which the status of the public lands is 
recorded. A program for the rehabilitation and modernization of obsolete public 
land records has been outlined by the Bureau of Land Management. 

Therefore, Mr. Chairman, I hope that the members of your committee will see 
fit to approve the $250,000 item called for in the supplemental appropriations bill 
so that the Bureau of Land Management will be able to clear up the backlog of 
work in its offices throughout the West. 


STATEMENT OF StEwaRT L. UDALL 


Mr. Chairman, there is a critical shortage of sufficient personnel in the offices 
of the Bureau of Land Management maintained in my State which accounts for 
my presence here this morning. 

In terms of relative growth, Arizona is the second fastest growing State in the 
country and unless additional funds are made available to the Bureau, this crisis 
will grow rather than diminish. 

Let me call to your attention the following facts which I have ascertained 
concerning land use and disposal operations in the Second District of Arizona: 
_ On May 1, there were 2,920 unclosed land-use and disposal applications pending 
in the land office at Phoenix. Based on current case output rates, with the 
present staff available, this represents a workload of over 6 months of the full 
staff. This means that applications filed in the land office are being delayed 
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from 1 to 6 months or longer due to the overload of work, over and beyond the 
normal working time required for each particular case. This delay is very serious, 
not only because of inconvenience and dissatisfaction to the applicants, but also 
because of the extra time and cost to the Government in handling letters of 
complaint and explaining the causes of the delay to members of the public. 

There has been accelerated demand in Arizona for desert land entries of 320 
acres or less and homesteads of 160 acres or less for the purpose of developing new 
farmlands by irrigation. Under either of these methods, public lands which are 
classified as more valuable for agriculture than for grazing, based on a feasible 
water supply, may be entered and developed by individual citizens. A total of 
873 desert land and homestead cases were pending in this land office on May 1. 

Among the localities in the Second Congressional District in which desert land 
and homestead interest has been shown are Butler Valley, Ranegras Plain, La 
Posa Plain, and Lower Gila Valley in Yuma County; Bullard Wash in Yavapai 
County; Quijota Draw, Avra Valley, and Altar Valley in Pima County; and San 
Simon Valley in Cochise County. Most of the applications and entries con- 
template the pumping of percolating ground water. These applications require 
careful field investigation in cooperation with the State reclamation engineer and 
other agencies. 

Demand for small tracts of 5 acres or less of public lands for homesites, 
business sites, or recreational sites has also been very active in Arizona. On 
May 1, there were 1,623 small-tract lease applications pending in the land office, 
and 94 small-tract sale applications based upon compliance with requirements 
under lease-sale option contracts. 

Among the localities in which small-tract interest has been active is an area 
of public lands several miles west of Tucson. The opening of some of the small- 
tract lands in this vicinity has been impeded or prevented by the existence of 
unpatented mining claims involving sand, stone, and gravel. 

Requests are steadily received that particular tracts of isolated or disconnected 
vacant public lands of 1,520 acres or less each in Arizona be offered in the market 
at public auction sale. Such applications are approved and the land is offered 
in the market where no further need exists for Government ownership. There 
were 120 public sale cases pending in Arizona on May 1. Land exchanges, 
rights-of-way, and withdrawals of public lands for the use of Federal and State 
agencies are other important types of applications that must be handled. 

Owing to the backlog of applications by the public, the Bureau of Land Man- 
agement has not been able to initiate a general inventory of the vacant public 
lands in the State so as to set in motion such land exchanges, transfers, public 
auction sales, or other adjustments in the land pattern as are reasonably required 
in the interests of proper land use and economy and efficiency in public land 
management. In the Missouri River Basin, where special funds have been 
available for public land inventories, it has become possible to initiate a program 
of land-pattern adjustment, including the disposal of isolated tracts which are 
no longer needed by the Government and for which a ready market exists. 

I think these facts dramatize the need for additional funds so that the Bureau 
os rane Management will have a fighting chance to handle its ever-increasing work- 
oad. 

Mr. Chairman, I hope your committee will seriously consider this need in mak- 
ing up the supplementary budget. 





STATEMENT OF CONGRESSMAN OrRvIN B. Fsart Brrort SUBCOMMITTEE ON 
DEPARTMENT OF INTERIOR AND R=LATz=pD AGENCIES OF THE COMMITTEE ON 
APPROPRIATIONS 


Mr. Chairman, I would like to urge that appropriations for the operation of the 
Bureau of Land Management be increased. In the West particularly, where we 
have vast areas of Government-owned land, this department of our Government 
plays a very vital part in the general economy and development of our States. 

I speak with particular reference to the operation of the land office at Billings, 
Mont. This office is extremely important to our expanding oil industry in 
Montana, to the work that is being done in uranium exploration, and to the many 
farmers and ranchers who normally deal with our Federal Government on land 
matters. 

It is my understanding that this office has now pending approximately 6 months’ 
work for the entire staff. This means, in effect, that all land-use and disposal 
cases filed in the land office are being delayed 6 months beyond the normal time 
that is required to complete the work in each particular case. 
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The service of the Bureau of Land Management Office at Billings, Mont., could 
be improved by the employment of sufficient additional personnel to handle the 
ever-increasing workload. I think the enlargement of the staff would increase the 
efficiency of the office and in the long run be in the interests of economy and sound 
operation. I, therefore, urge that additional funds be made available for the 
operation of the Billings office of the Bureau of Land Management, and for the 
operation of similar offices in the West where a severe backlog of work has occurred. 


WEDNESDAY, JUNE 22, 1955. 
Bureau or LAND MANAGEMENT 


WITNESS 


HON. SAM COON, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OREGON 


LAND USE AND DISPOSAL OPERATIONS 


Mr. Kirwan. We have with us Congressman Coon from Oregon, 
who is always welcome. We will be glad to hear you, Congressman 
Coon. 

Mr. Coon. Thank you. 

Mr. Chairman and members, it is indeed a privilege to appear before 
this committee and I assure you I appreciate being here and having 
the opportunity to urge this committee to approve additional funds 
for land use and disposal operations in the Second District of Oregon. 

Under the recent Bureau reorganization, all ordinary land use and 
disposal applications before the Bureau are handled entirely within 
the State. The change, together with other management improve- 
ments, has substantially increased the output of case work per em- 
ployees involved. 

On May 1, 1955, there were 737 unclosed land use and disposal 
applications pending in the land office at Portland. Based on current 
output rates, with the present staff, this represents a workload of over 
a year’s time of the full staff. This means that applications filed in 
the land office are being delayed up to 12 months. 

The delay in handling cases is serious, not only because of the 
inconvenience and dissatisfaction to the applicants, but also because 
of the extra cost to the Government in answering complaints and in 
explaining the causes of the delay to members of the public. 

There has recently been considerable interest in eastern Oregon in 
developing irrigation on public lands under the desert land and home- 
stead laws. Some of the filings have occurred on public lands near 
the Columbia River in the vicinity of Boardman. Another area is 
the dry bed of Swan Lake near Klamath Falls. One of the latest 
prospects if the Christmas Lake Basin southeast of Fort Rock, in 
Lake County. An REA power-line extension from Lapine is being 
built, and the townsite of Buick is being established. Twelve desert 
land applications have been approved for entry. There undoubtedly 
would be many more applications filed if the Bankhead-Jones title 
III submarginal purchase lands in the locality should become available 
for the filing of applications. 

A total of 145 applications were pending in the Portland Land Office 
on May 1 for homesteads and desert-land entries. 
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Demand for small tracts of five acres or less of public lands for 
homesites, business sites, and recreational sites has been substantial 
in the vicinity of Lapine and in other scattered localities. 

A steady stream of applications is received from eastern Oregon 
ranchers and other persons requesting that particular tracts of iso- 
lated or disconnected public lands of less than 1,520 acres each be 
offered in the market at public auction sale. Such applications are 
approved and the land is sold at auction at not less than the fair 
market value where no further need exists for Government ownership 
of the land. There were 199 public sale applications pending in the 
land office as of May 1. 

State and private land exchange applications are also continuing 
at an active pace, with 127 cases pending as of May 1. Rights-of-way 
across public lands, color-of-title applications, and withdrawals or 
reservations of public lands for the use of Federal or State agencies 
are other important types of cases affecting eastern Oregon citizens. 

Owing to the substantial work backlog, it has not been feasible for 
the Bureau of Land Management to initiate a general inventory 
of the vacant public lands in eastern Oregon so as to set in motion 
land exchanges, transfers, public-auction sales, or other adjustments 
in the land pattern as reasonably required for proper land management. 

I want the members of this committee to know that I appreciate 
the courteous attention which you have given me and in closing I 
again strongly urge that you approve the $250,000 supplemental 
fund for the budget with which to adequately carry on this very 
vital service. 

Mr. Kirwan. Thank you, Congressman Coon, for appearing 
before the committee. 

Mr. Coon. Thank you, sir. 


WEDNESDAY, JUNE 22, 1955. 


BurEAvU oF LAND MANAGEMENT 


WITNESS 


HON. KEITH THOMSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WYOMING 


Mr. Kirwan. We have with us at this time Congressman Thomson, 
of Wyoming. We will be glad to have your statement. er 

Mr. THomson. Mr. Chairman, and members of the committee, I 
want to thank you for this opportunity to appear before your com- 
mittee on a matter which I think I can show you affects, not only 
the 11 western public land States, but every State in the Union, and 
probably some of your own constituents. 

I do not believe it will be remiss to mention the situation that 
existed before the reorganization in the Bureau of Land Management 
in 1953. From the end of World War II, to the time I came to 
Congress, I was practicing law in Cheyenne, Wyo., where the district 
land office is located. I, therefore, have had an opportunity to 
observe firsthand. Prior to the reorganization, the Bureau operated 
under a very highly centralized system. All of the case files were 
retained in Washington. All leases had to be granted from Wash- 
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ington. The situation that prevailed was one that reminded us of 
the stories you have heard about the Indians and the Great White 
Father. The system was about as cumbersome as it could be. 
There were long delays incident to taking care of the simplest matter. 
Oil and gas leases were delayed as much as 2 years. As a matter of 
fact, some people made a business out of filing applications on any 
land, and using the delay period to see if they could peddle it. Then, 
some 2 years later, when the Government notified them that they were 
entitled to a lease, and they had not been able to peddle it, they 
rejected the lease, received a refund of the filing fee, and had had a 
nice speculation with no investment, but rather a loss to the Govern- 
ment. 

We all heralded the decentralization and reorganization as some- 
thing that was long overdue. At that time, however, I wrote to Mr. 
Reuel Armstrong, then Assistant Solicitor in the Department of the 
Interior, who has since been elevated to the office of Solicitor, and 
told him that this action was certainly to be praised, providing the 
funds were made available to take care of the additional workload. 
I pointed out to him, however, that it would not work if all the work 
was to be moved to the field and the funds to be kept in Washington. 

We have been very pleased with the operation of decentralization, 
and the personnel in the local office are to be praised for their efforts. 
The issuance of leases, patents, and every other function has been 
speeded up. Better service has been offered to the people. The per- 
sonnel in the local office have worked many hours of overtime to 
bring this about. There has not been a commensurate increase in the 
operating force which was at a minimum even before decentraliza- 
tion. Now, in spite of their efforts and overtime, the workload is 
piling up and we are again faced with delays. Applications for pub- 
lic lands in Wyoming are filed in the land office at 305 Federal Office 
Building, Cheyenne. 

Under the reorganization, all ordinary land use and disposal appli- 
cations in Wyoming are completely handled in Cheyenne. Such 
cases, except for appeals, need not be referred to the office of the area 
administrator at Denver or to Washington, D.C. This change, to- 
gether with other management improvements, has made it possible to 
increase the output of case work per employee by a substantial 
amount. 

At the outset, I mentioned to you that this was important to every 
State of the Union and to your constituents. Allow me to explain 
why. In my State of Wyoming, over 70 percent of the minerals are 
claimed (unjustly, I think) by the Federal Government, and are 
administered by this agency. ‘The handling of applications for leases, 
lease contests, and other matters with respect to the public lands, 
affect people from all over the United States, ranging from the 
Standard Oil Co. down to your constituents in New York, or Texas, 
or Florida, who seeks a lease. For many years Wyoming has been a 
very active area. At the present time there is a backlog amounting 
to some 1,441 cases. We are again threatened with periods of delay 
which will amount to a disservice to the people of the country, and 
will retard the development of the Nation’s natural resources. 

Just recently, valuable discoveries of uranium have been made in 
the State, each day brings in an increase in the intensity of activity. 
This will involve many contests which will have to be handled by the 
local land office, and eventually patents will have to be handled by 





184 


the land office. If we are to give proper service, and make our 
proper contribution in bringing these materials, so necessary to our 
national defense, to the Nation’s stockpile there must be adequate 
personnel. 

On May 1, 1955, there were 623 unclosed land use and disposal 
applications pending in the Cheyenne land office. Based on current 
case output rates, with the present staff, this figure represents a work- 
load of over 6 months’ time of the full staff. This means, in effect, 
that all land use and disposal applications filed in the land office are 
being delayed up to 6 months over and beyond the normal working 
time that is required to handle each particular case. The backlog is 
due to an unprecedented volume of work in the land use and disposal 
function, above the capacity of the available staff. All cases that are 
filed are affected adversely by the work backlog situation. 

The delay in handling cases is serious, not only because of the 
inconvenience and dissatisfaction to the applicants themselves, but 
also because of extra costs to the Government in answering complaints 
and explaining the causes of the delay to members of the public. 

The higher level of economic activity prevailing since World War 
II has stimulated continued interest on the part of the public in 
acquiring vacant public lands in Wyoming. 

On May 1, there were 91 desert land applications and 114 home- 
stead cases pending in the land office at Cheyenne. Each of these 
cases represents a possible or potential new irrigated or dry-land 
farm. Operations under the Desert Land Act, ca alling for irrigation 
development of public lands by private initiative, i is a significant part 
of new land development in Wyoming. 

In the Big Piney area (Sublette and Lincoln Counties) there have 
been approximately 60 desert-land applications filed since 1950. The 
applications, proposing irrigation with surface flows, each involve 
320 acres or less of vacant public lands. Approximately 40 of the 
applications have been allowed, and 6 are pending at the present 
time. 

In the Bighorn Basin (Big Horn, Park, and Washakie Counties) 
approximately 70 applications have been filed since 1950, also involv- 
ing the appropriation of surface waters. Approximately 50 of these 
entries have been allowed, and 8 are pending at the present time. 

Desert-land and homestead applications have been filed in other 
scattered localities within the State. 

There were 143 small tract lease applications pending in the Chey- 
enne land office as of May 1. A substantial interest has Date exhibited 
in obtaining homesites or recreation sites on public lands. 

Applications are steadily received from Wyoming ranchers and 
others suggesting that particular tracts of isolated or disconnected 
vacant public lands, not exceeding 1,520 acres each, be ordered into 
market and sold at public auction. Such applications are considered 
as rapidly as possible, and the land is sold at not less than fair market 
value where it is no longer needed by the Government. There were 
126 public auction sale cases pending in the Cheyenne land office as 

of May 1. 

Land exchanges, color-of-title claims, rights-of-way, State indemnity 
selections, and withdrawals of vacant public lands for Government 
use are other important land-use and disposal actions occurring in 
Wyoming. 
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All of these classes of cases are being seriously delayed because of 
ihe overload of work. 

As a service to the public interested in acquiring vacant public lands, 
the official plats and tract books showing the status of the public lands 
are maintained in the land office at Cheyenne. A program for the 
modernization of outmoded records has been proposed by the Bureau 
of Land Management. In addition to these records, the office of the 
State supervisor maintains a series of maps showing the general loca- 
tion of the public lands. These maps may be inspected at any time 
in his office. 

Mr. Kirwan. Thank you, Congressman Thomson. 


WEDNESDAY, JUNE 22, 1955. 


Bureau or LAND MANAGEMENT 


WITNESS 


HON. CLAIR ENGLE, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CALIFORNIA 


Mr. Kirwan. We have with us now Congressman Clair Engle, 
and the committee will be glad to hear his statement. 

Mr. Enews. The land use and disposal functions of the Bureau of 
Land Management in California are administered through the office 
of the State supervisor, L. T. Hoffman, at 1010 Fourth Street, 
ene Calif., and the land offices at Sacramento and Los 
Angeles. 

The Sacramento land office, serving northern California, is located 
at 352 New Federal Building, Sacramento. 

The Second Congressional District includes a large acreage of 
vacant public lands, used primarily for grazing. The rapid develop- 
ment and population growth of the area has stimulated increasing 
demand and interest in uses of the public lands other than grazing. 

On May 1, 1955, there were pending in the Sacramento land office 

a total of 1,799 unclosed land use and disposal cases. On the basis 
of current case output rates, this number of cases represents a work- 
load of approximately a year’s time of all the members of the present 
staff. Applications must be handled in order of receipt, or in groups 
that will facilitate or economize the service. The overload of work, 
or backlog, is such that all cases are being delayed up to a year over 
and above the normal working time that is required for each particular 
case. 
_ This delay in handling the work is serious, not only because of the 
inconvenience and loss to the applicants, but also because of the extra 
cost to the Government in answering complaints from the public 
and in giving explanations of the causes of the delay. Revenues 
which would otherwise accrue to the Treasury are held in suspense or 
otherwise delayed. 

The Small Tract Act, under which leases and sales may be made 
of tracts of 5 acres or less, has attracted widespread attention in 
California. This law is being actively exploited by local “land 
locator” services, who thus far have operated primarily in southern 
California. A total of 819 small-tract lease cases were pending in the 
Sacramento land office as of May 1. 
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Included in the areas of homesite or recreational site interest under 
the Small Tract Act is the area from Redding north to Shasta Dam. 
Considerable difficulty has been experienced in dealing with small 
tract applications in this area because of conflict with other types of 
claims or applications for the public lands. Conflicting sand and 
gravel mining claims have had an adverse effect upon small tract 
homesite disposals in northern California. 

A steady flow of applications is received from ranchers and others 
in northern California requesting that particular isolated or discon- 
nected tracts of public lands of less than 1,520 acres each be offered in 
the market at public auction sale. Such applications are approved 
and the land is sold at not less than the fair market value where it is 
found that no further need exists for Government ownership of the 
land. There were 391 public auction sale applications pending in the 
Sacramento land office as of May 1. 

State indemnity selections and State and private exchange applica- 
tions are other classes of steady demand in northern California. A 
large number of rights-of-way must be processed annually, indicated 
by the existence of 85 such cases pending in the land office on May 1. 

Investigations and appraisals of public lands under application are 
handled by the office of the State supervisor at Sacramento. Under 
the Bureau reorganization, all matters pertaining to ordinary land 
use and disposal cases may be completely determined within the 
State, except on appeals to the Director of the Bureau of the Secretary 
of the Interior. 

Owing to the work backlog of individual applications, it has seldom 
been feasible for the Bureau of Land Management, on its own motion, 
to initiate needed land exchanges, transfers, public auction sales, or 
other adjustments in the public land pattern in California as reason- 
ably required for proper land management. In the Missouri River 
Basin, where special funds have been made available for inventories 
of the vacant public lands, it has been possible to initiate a program 
of land pattern adjustment including the disposal of isolated tracts 
which are no longer needed by the Government and for which a ready 
market exists. 

As a service to the public interested in acquiring vacant public 
lands, the land office at Sacramento maintains the official plat and 
tract book records which show the status of each tract of public land 
in northern California. These records are available for inspection by 
the public. A program for the modernization and rehabilitation of 
obsolete public land records has been proposed by the Bureau of Land 
Management. 


WEDNESDAY, JUNE 22, 1955. 


Bureau or LAND MANAGEMENT 


WITNESS 


STATEMENT OF HON. HAMER H. BUDGE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 


Mr. Kirwan. We will insert into the record a statement by Con- 
gressman Budge of Idaho. 
(The statement is as follows:) 
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Lanp UsE AND DisposaL OPERATIONS IN THE SECOND District or IDAHO 


The land use and disposal functions of the Bureau of Land Management in 
Idaho are administered through the office of the State supervisor, Russell J. 
Penny, at Boise. Applications for public lands are filed in the land office at 
410 Federal Building, in Boise. 

Under the recent reorganization, all ordinary land use and disposal applica- 
tions in Idaho are completely handled in the Boise office of the Bureau. Such 
cases, except for appeals, need not be transmitted to the area administrator or 
to the Office of the Director, as was formerly the case. This change, together 
with other procedural improvements, has made it possible to increase the output 
of case Work per employee by a substantial amount. It has not been possible 
to overcome the case backlog condition, however, because of the unprecedented 
volume of applications that have been filed, in relation to the working staff 
that can be made available under current appropriations. 

On May 1, 1955, there were 1,486 land use and disposal cases pending in the 
Boise land office. Based on current case output rates, with the present staff, 
this figure represents a workload of approximately a full year’s time for the 
entire staff. All land use and disposal applications filed in the land office are 
being delayed up to a year beyond the norinal working time that is required to 
handle the particular cases themselves. 

All cases that are filed are affected adversely by the backlog condition since 
it is necessary to handle the older applications before the newer ones are handled. 
The only exception made to this rule is where grouping of cases for simultaneous 
handling would promote efficiency and economy of operations. 

The delay in handling cases is serious, not only because of inconvenience and 
dissatisfaction to the applicants, but also because of the extra costs to the Gov- 
ernment itself in answering complaints and explaining the causes of the delay 
to members of the public. 

Marked interest has been shown in southern Idaho in developing new irrigated 
lands under the Desert Land Act. The desert land program has become a major 
reclamation program in the State. Over 20 separate localities have been involved 
in desert land applications, with varying numbers of applications from 5 or 10 
up to several hundred in each locality. Most applications contemplate pumping 
from ground water sources. 

Prominent areas where desert land entries are now being developed by individual 
farmers include the Goose Creek, Raft River, Aberdeen-Springfield, Blackfoot- 
Moreland, Monteview, and Howe areas. Newer areas in which a number of 
applications are pending include Birch Creek, Solosabal Wells, and Dry Creek. 

Two surface-water irrigation projects near Buhl have been applied for under 
the provisions of the Desert Land Act. The Blue Gulch Co.’s project has been 
allowed. The application of the Evergreen Canal Co., in the same locality, is 
pending. 

In all, there were 600 desert land cases pending in the Boise Land Office, as of 
May 1, 1955. Each case represents a possible or potential irrigated farm of 
320 acres or less. On May 1 there were also 100 homestead cases pending, each 
representing a possible farm of 160 acres or less. 

A steady flow of applications is being received from southern Idaho ranchers 
and other local citizens suggesting that particular isolated or disconnected tracts 
of vacant public lands not exceeding 1,520 acres be ordered into market and sold 
at public auction. Such applications are considered as rapidly as possible, and the 
land is sold at not less than fair market value where it is found that no further 
need of Government ownership exists. There were 289 public sale cases pending 
in the land office as of May 1. 

_ Land exchanges, color of title claims, rights-of-way, small tract leases and sales, 

State indemnity selections, and withdrawals of public lands for the use of other 

ee agencies are additional types of land cases that are active in southern 
aho. 

All of these classes of work are seriously delayed by the work overload. 

Owing to the workload of individual applications, it has not been possible for 
the Bureau of Land Management, on its own motion, to initiate inventories of the 
vacant public lands in Idaho so as to set in motion needed land exchanges, trans- 
fers, public auction sales, or other adjustments of the public land pattern as reason- 
ably necessary for proper land management. Under the Missouri River Basin 
program, where vacant public land inventories have been made under special 
appropriation, it has become possible to initiate a program of land pattern ad- 
justment in order to effect proper land use and produce economy of Government 
operation, 
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As a service to the public interested in acquiring vacant public lands, the 
office of the State supervisor at Boise maintains a series of grazing district maps, 
prepared in 1950 and 1951, which show the location of the vacant public lands as 
of those dates. These maps may be inspected by the public in the State super- 
visor’s office or in the local range management offices of the Bureau, or they may 
be procured upon payment of a price of $1 per sheet. : 

The official plats and tract-book records of the status of the public lands are 
maintained in the land office at Boise. A program for the modernization of the 
public land records to preserve them and improve their availability to the public 
has been outlined by the Bureau of Land Management. 


WEDNESDAY, JUNE 22, 1955. 
Rirte Or, SHALE DeMmoNnstTRATION PLANT, COLORADO 


WITNESS 


HON. WAYNE N. ASPINALL, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF COLORADO 


Mr. Krrwan. The committee will come to order. 

We have with us this morning Mr. Aspinall, of Colorado. Do you 
have a statement, Mr. Aspinall? 

Mr. AsprnaLL. Mr. Chairman and members of the committee, | 
do have a statement. I wish first to thank this committee for being 
so patient throughout the 3 or 4 years I have appeared before it on 
this matter of the Rifle oil shale demonstration operation. 

I wish to advise the committee that Senators Millikin and Allott 
phoned to me this morning and expressed their interest in the matter 
and said that they would be glad to appear before your committee 
if you wisbed to take your time to hear them; otherwise, they would 
just let you know through me of their interest and that they desire 
to have the work continue, if possible, at least for this coming fiscal 

ear. 

The Rifle oil-shale demonstration plant is in my district. I know 
by this time that all of you are more than likely as familiar with this 
facility as I am, but I should be remiss in my duties if I failed to sub- 
mit to you my position relative to the problems involved. 

For the last 3 years it has been necessary to firm up a program which 
from time to time has seemed to have had the props pulled out from 
under it, or at least there has been a pronounced lack of interest in its 
welfare on the part of those who are responsible for its conduct and 
execution. I know that each of you understands full well that I have 
not appeared before this comiittee or on the floor of the House at any 
time during the last 3 years in an effort to secure an appropriation to 
carry on the work of the Rifle oil shall demonstration plant simply 
because it is located in my district. I would be the last to contend 
that I have not been pleased because of its present location and also 
I would be the last person to contend that it has not been of some 
economic value to a part of my district. At the same time I believe 
that such a facility has been necessary, is necessary at the present time, 
and will continue to be necessary until many answers are found which 
will insure the economic feasibility of a program having for its objective 
economic development of the vast resources of the Green River oil- 
shale beds in Colorado, Utah, and Wyoming. 

No one can predict with any certainty just when there will be a 
scarcity of the petroleum resources taken directly from the subter- 
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ranean areas of our Nation. No one can foresee with any certainty 
when an international emergency may arise which would bring about 
the severing of our sealanes and make it impossible for our gas and 
oil wells to furnish the fuel needs of our Nation. 

Because of these uncertainties and the fact that we have enormous 
deposits of oil shale containing a minimum quantity of 200 billion 
barrels of usable fuel, I am of the opinion that all of the answers 
leading to the feasible conversion of these resources should be had at 
the earliest possible moment. 

It was during two World War periods each of which saw a shortage 
of petroleum products that interest in producing fuel from the oil 
shales reached its highest point. Immediately after the First World 
War much effort and money was expended in research and develop- 
ment. Then, with the ending of the war period shortages, interest 
slackened and practically nothing was being done in the oil-shale 
industry when World War II came upon us. Once again the shortage 
of petroleum products sparked interest in the development of the 
oil-shale fields. The direct outgrowth of the interest in synthetic 
fuels, with evidence of practical production of synthetic fuels in 
Germany, prompted the passage of the act which included an authori- 
zation for the project with which we are properly concerned today. 
The so-called O’Mahoney-Wolverton Act, approved on April 4, 1944, 
authorized expenditure of $30 million over a period of 5 years for a 
synthetic liquid fuels program. This program was extended twice 
for 3-year periods and in all there has been authorized a total of $85 
million. On this amount in excess of $14 million was appropriated 
for the Rifle oil shale demonstration plant. 

The work at the Rifle plant, as members of this committee well 
know, consists of research in mining procedures, together with research 
in retort operations. It was thought that the mining of raw materials 
for oil-shale conversion had been adequately developed and could be 
carried on at a reasonable cost. In February of this year, however, 
the roof of the mining operation in the underground oil-shale mine 
caved in, with resulting damage to machinery, and so forth, amounting 
to several hundred thousand dollars. This situation shows clearly 
the need for a reevaluation of this particular phase of the program. 
In addition to the cave-in, general conslusions on feasibility of retort 
operation were upset when tests in a demonstration-sized retort did 
not work out as calculated from a new laboratory sized retort. This 
means that the conclusion early this year that the system of conversion 
was on the immediate threshold of economic feasibility is no longer 
valid. The work, rather than being finished, must now be pressed 
forward to reestablish calculations upon which impending private 
activity has been based. 

I wish to say here that it is my understanding that the methods 
contemplated by Union Oil of California, which company is beginning 
an operation with its own facility in the area, are not the same as the 
retort procedures worked out by the Bureau of Mines. Mr. S. B. 
Coleman, vice president and member of the board of directors of 
Standard Oil of New Jersey, following his recent visit to the area 
stated that the Government’s oil-shale process was “probably far 
ahead” of the systems developed by oil companies, in referring to work 
that had been done by his company and others as well. He stated 
also that ‘‘oil-shale development would probably depend on techno- 
logical improvements in the process of oil-shale mining, retorting and 
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refining,’ and it is my understanding that he is of the opinion that 
much of this work will have to be done by Government agencies. 

I contend that if this work was desirable in the beginning, it is even 
more to be desired at this time. What has bothered me during the last 
3 years has been the apparent inability of those people in the Govern- 
ment agencies who are specifically charged with the program, to make 
up their minds as to whether it should be continued or whether the 
whole program, even those steps of progress only partially completed 
to date, should be abandoned. I think the action by such agencies 
this year is subject to more constructive criticism than at any time 
heretofore. It is difficult for me to understand how those in charge 
could be so remiss in their obligations and have so little appreciation 
of the values involved that they would not even ask in the event of 
shutdown for an appropriation to provide for proper mothballing 
and placing the facilities in a satisfactory standby condition. Nor 
was one penny requested to provide personnel to guard and protect 
the property—property which is presently valued at somewhere near 
$5 million—until it could be disposed of. To me, this lack of interest 
is inexcusable. The position in which the employees of the facility 
have been placed is equally impossible of understanding. Many of 
the key men who have been employed in the most technical positions 
have left the service because of the uncertainty of their being able to 
complete the job. The 180 employees who remain received final 
dismissal notices the middle of this month because of the uncertainty 
as to whether or not the work would be continued. This situation 
has happened before in governmental operations I know, but I fail 
to see any excuse for 1t and what has occurred at the rifle demonstra- 
tion plant is one of the most inexcusable instances of this kind. It 
is my hope that when the agencies involved determine that the 
program has been successfully culminated that they will advise this 
committee and the Congress with a degree of certainty that they are 
closing down the operations; and that there may be a definite and 
orderly plan for the necessary protection of the installation while it is 
unused and/or being dismantled and the facilities disposed of. 

At this time, because of what has occurred during the last few 
months and because of my interest in the program, I am supporting 
the request of the Bureau of the Budget for the funds necessary to 
carry on operations at the Rifle plant for fiscal 1956. I am hopeful 
that the expenditure of such funds will bring the answers which are 
sought. If it is necessary to carry the activity on longer than the 
next fiscal year, I trust that the Government agencies in charge will 
make such determination in time that the members of this committee 
and the Members of Congress will not be embarrassed as they are 
at this particular time. I am also hopeful that it will be possible 
to again secure qualified personnel to bring the activity back into 
full operation so that the loss will not be too serious because of the 
indecisiveness of the last many months. 

Again, Mr. Chairman, I wish to say thank you to you and your 
committee. I sincerely hope that it may be possible for you to 
support the request. 

If there are any questions, I should be glad to try to answer them. 

Mr. Krrwan. I think you have made a very good statement. 
Thank you very much. 

Mr. AspinaLu. Thank you. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE AND JUSTICE AND 
THE JUDICIARY AND RELATED AGENCIES APPROPRIATIONS 
JOHN J. ROONEY, New York, Chairman 
PRINCE H. PRESTON, Jr., Georgia FREDERIC R. COUDERT, Jr., New 

ROBERT L. F. SIKES, Florida York 
DON MAGNUSON, Washington FRANK T. BOW, Ohio 
CLIFF CLEVENGER, Ohio 


Monpay, JuNE 13, 1955, 


THE JUDICIARY 


WITNESSES 


HENRY P. CHANDLER, DIRECTOR, ADMINISTRATIVE OFFICE OF 
THE UNITED STATES COURTS 
JOHN C. BROWN, BUDGET AND ACCOUNTING OFFICER 


\ir. Roongy. This morning, gentlemen, this committee commences 


consideration of the requests for supplemental appropriations con- 
tained in House Document No. 171 and in particular those items in 
that document dealing with the judiciary. The instant request 
appears at page 5 of the said document, the upper portion of which 
we shall insert in the record at this point. 
(The matter above referred to is as follows:) 
“THE JUDICIARY 
“SuPREME Court oF THE UNITED SratTes 
“SALARIES 
“For an additional amount for ‘Salaries,’ $90,000. 
“Court or Customs AND Patent APPEALS 
“SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses,’ $40,000. 
“Customs Court 
“SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses,’ $67,500. 
“Court or CLaAIMs 
“SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses,’ $40,000. 
“Courts or Appreats, District Courts, AND OTHER JuDICIAL SERVICES 
“SALARIES OF JUDGES 


“For an additional amount for ‘Salaries of judges,’ $2,678,000. 
J 


63859—55——-13 
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“SALARIES OF REFEREES 


“For an additional amount for ‘Salaries of referees,’ $70,000, to be derived fro, 
the referees’ salary fund established in pursuance of the Act of June 28, 1946," 
amended (11 U. 8. C. 68).” 

These proposed supplemental appropriations are necessary to meet the cost of 
the salary increases for judges, as authorized by Public Law 9, approved March 
2, 1955, and the salary increases for referees in bankruptey, as ‘authorized by the 
United States Judicial Conference in March 1955. 


Mr. Roonry. Do you have a statement to make, Mr. Chandler, 
with regard to this request? 

Mr. CHANDLER. I can make a statement. 

Mr. Chairman and gentlemen, this request is to provide the funds 
necessary to pay, in the fiscal year 1956, the additional cost of the 
salaries of Justices of the Supreme Court and other Federal judges 
provided for by Public Law No. 9 which was enacted on March 2. 
1955. 

Mr. Rooney. As I understand it, all of these requests under salaries 
and expenses are in connection with salaries and are statutory? 

Mr. CHANDLER. Right. 


SALARIES OF REPEREES 


Mr. Rooney. And there is not anything we can do about it, then, 
with the exception of the item “For an additional amount for ‘salaries 
of referees,’ $70,000.”" Is that correct? 

Mr. Cuanpuer. That is correct. 

Mr. Rooney. So let us proceed to the matter of salaries of referees 

Mr. CHanpD Ler. The request for a supplemental appropriation for 


salaries of referees is presented in order to pay the additional cost in 
1956 of the salaries of referees in consequence of increases in salaries 
of some of those officers which were authorized by the Judicial Con- 
ference of the United States at a recent meeting in March 1955 
under the power which is committed to it by the statute. The statute 
provides, as I think you know, that the salaries of the referees in 
bankruptcy shall be fixed by the Judicial Conference of the United 
States from time to time after a survey of the work of each particular 
office and a recommendation by the Director of the Administrative 
Office of the United States Courts who acts on the advice of the Chief 
of the Bankruptcy Division, and consideration of that recommendation 
by the district judges of the districts concerned, the judicial council 
of the circuit and, finally, the Judicial Conference of the United 
States. 

In addition to the increases in salaries which were authorized, ;}! 
in number, 1 new part-time position at a salary of $4,000 was author- 
ized and 2 new full-time positions in one district at salaries of $12,500 
each, making a total for that district of $25,000. 

Mr. Rooney. What district is that? 

Mr. Cuanpter. The district of southern California, where the 
business is going up very rapidly with the population. 

Mr. Rooney. What kind of business? 

Mr. Cuanpter. Bankruptcy business. The increase in the number 
of cases filed in that court is exceptionally high. So the total amount 
provided for new positions is $29,000 and “the cost of increases in 
salaries of existing positions provided for by the estimate which is 
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presented is $50,950. The sum of the two is $79,950 and that has 
been reduced, in view of the fact there are vacancies from time to 
time, to the sum of $70,000 which is asked. 


BASIS OF ESTIMATE 


Mr. Rooney. Mr. Chandler, it might be well if there was inserted 
at this point in the record a tabulation showing how you arrive at the 
computations of the amounts requested with regard to all of these 
courts, including the number of judges and the amount for each of 


them. 
Mr. Cuanpter. All right. 
(The following information was supplied: ) 


Statement showing basis of estimate of supplemental appropriations required to meet 
the cost in the fiscal year 1956 of judicial pay increases authorized by Public Law 
9, 84th Cong., approved Mar. 2, 1955 


| 
|Number| From To Difference 
| 


Supreme Court: | 
Chief Justice ‘ : na 1 $25, 500 $35, 500 $10, 000 
Associate Justices 8 25, 000 35, 000 80, 000 
Total : : Set Ber eres freee 90, 000 


Court of Customs and Patent Appeals: = 7 oe aia 
Chief judge SL sAaRE A ce kn de oainikhnd cael 17, 500 25, 500 8, 
pO EE EE EES EE, SEER fas a ‘ 17, 500 25, 000 32 


te hs i re a bs te ekg rs bert, . ; 40, 


Customs Court: 
aie sucks hold cee sebncd blbes UOs Sie peed taeatale = 15, 000 22, 500 7, 5300 
Judge : 15, 000 22, 500 60, 000 


re ea dit ded tc ace aes cee ens hed cae ek ; ¢ : ee 67, 500 
Court of Claims: { Se ce 

Chief judge ; ‘ | 25, 500 8, 000 

Judge ; 25, 500 32, 000 

40, 000 

Courts of appeals, district courts, and retired and resigned jus- | 
tices and judges (appropriation item ‘‘Salaries of judges”): 

Circuit judge 7 17, 100 25, 500 | 536, OOO 

District judge 15, 500 23, 000 7, 00 

I 15,000 | 22,500 | 1,815,000 

17, 500 25, 500 80, 000 

15,000 | 22,500 240, 000 


a a a sec oate te cockessct Sa 


! Round to $2,678,000. 


SALARIES OF COURTS OF APPEALS JUDGES 


Mr. Roonry. With regard to the salaries of judges “Courts of 


’ 


appeals, district courts and other judicial services,” you request the 
amount $2,678,000. Does this figure include judges who have not 
yet been nominated by the President and confirmed by the Senate? 
_Mr. Cuanpter. Yes, Mr. Chairman, it does, with this qualifica- 
tion, that provision is made for a deduction of an amount which it is 
estimated may result from lapses in positions during the year 1956. 

Mr. Roonry. What is that amount? 

Mr. Brown. We allowed for lapses of eight positions, Mr. Chair- 
man. 
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Mr. Roonry. What is the amount? 

Mr. Brown. The amount is $65,000. 

Mr. Roonry. How many of those judges authorized by law have 
taken the bench up to now? 

Mr. Brown. You mean new judges? 

Mr. Rooney. Yes. 

Mr. Brown. Twenty-two have been confirmed. 

Mr. Rooney. Twenty-two out of 30? 

Mr. Brown. That is right. 

Mr. Roonry. And this 65,000 would cover the other 8? 

Mr. Brown. Yes, sir. And of the 8, 4 have been nominated. 
There are nominations pending on four. 

Mr. Rooney, With regard to this amount of $2,678,000, and as to 
all of these amounts requested, if the money is not spent for the 
purpose of salaries, it would revert to the Treasury and could not be 
used for any other purpose? Is that correct? 

Mr. CHanpuer. That is correct as a matter of law in reference to 
the salary appropriation of $2,678,000, and correct as a practical 
matter in reference to the other appropriations in which the salaries 
of judges and salaries of supporting personnel and also other expenses 
are combined. 

Also for the record, although I know that all of the members of this 
committee are aware of it, perhaps it should be stated that the cost of 
salaries of referees in bankruptcy and the appropriation therefor are 
defrayed out of a special fund for salaries of referees resulting from 
payments of charges by the parties to bankruptcy proceedings and is 
not payable out of the General Treasury. 

Mr. Rooney. Thank you very much, gentlemen. 

Mr. Cuanpuer. Thank you. 


Monpay, JUNE 13, 1955. 
DEPARTMENT OF STATE 


WITNESSES 


ISAAC W. CARPENTER, JR., CONTROLLER 

EDWARD B. WILBER, DEPUTY CONTROLLER AND BUDGET OFFICER 

HAROLD G. KISSICK, DIRECTOR, OFFICE OF INTERNATIONAL 
CONFERENCES 

THOMAS S. ESTES, ASSISTANT CONTROLLER FOR OPERATIONS 

MISS FRANCES G. KNIGHT, DIRECTOR, PASSPORT OFFICE 

GEORGE F. WILSON, ASSISTANT CONTROLLER FOR PERSONNEL 

DAYTON W. HULL, OFFICE OF PERSONNEL 


INTERNATIONAL CONTINGENCIES 


Mr. Roonry. The committee will come to order. 

Let us first direct our attention to the request contained in House 
Document 176 under the title “International contingencies” in the 
amount of $1 million. 
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This request reads as follows: 


International contingencies: For an additional amount for “International con- 
tingencies,’’ $1 million. These funds will be needed to finance United States 
participation in the anticipated Summit Conference, which has developed since 
the submission of the 1956 estimates, and subsequent foreign ministers’ meetings. 


What do you have to say about this item? 

Mr. Carpenter. Mr. Chairman, Mr. Henderson had expected to be 
on hand today but, due to certain unavoidable commitments, is unable 
to be here to express in person the importance which Mr. Dulles 
attaches to securing funds to underwrite this unforeseen additional 
requirement. He has asked me to express his regrets to the committee. 

He prepared a statement which, with your permission, I would like 
to file for the record. 


STATEMENT OF DEPUTY UNDER SECRETARY FOR ADMINISTRATION 


Mr. Rooney. We shall insert his statement at this point in the 
record. 
(The matter above referred to is as follows: ) 


Mr. Chairman, when I appeared before you last February it was my privilege 
to tell you of some of the steps we were taking to strengthen the Foreign Service 
of the United States. Since that time, substantial progress has been made. | 
appreciate the opportunity to present to the committee our needs for funds to 
carry out the provisions of Public Law 22 and to meet other program demands 
now confronting the Department. 

Passage of Public Law 22 early in this session of the Congress has given a great 
lift to the Foreign Service of the United States. This law was signed by the 
President April 5 of this year, and my colleagues and I appear today to request 
this committee to make the necessary funds available to carry out the purposes of 
the new law. 

Taken together, the provisions of Public Law 22 represent the first major 
overhaul of the Foreign Service Act of 1946. There are 12 significant changes in 
the law. Seven of these provisions, important as they are, do not require funds 
for implementation. They will, however, greatly facilitate administration of the 
Foreign Service and make it possible for the Department to continue the integra- 
tion program recommended by the Secretary’s Public Committee on Personnel, 
the so-called Wriston Committee. Five other provisions, with which we are 
particularly concerned today, require additional appropriations. These provi- 
sions are designed to improve the conditions of employment so that qualified 
individuals may be attracted to and be retained in the Service. 

A career in the Foreign Service, without doubt, involves sacrifices—sacrifices in 
terms of a permanent home, sacrifices in terms of family and community ties, 
sacrifices in terms of physical hardship, discomfort and danger. Public Law 22 
takes several important steps to alleviate at least some of the financial worries 
which have discouraged entry into the Service, and goes far to provide equity in 
treatment with other employees, both public and private. 

I should like to discuss briefly these financial hardships and the provisions of 
Public Law 22 which, in my opinion, will meet our primary needs in relieving 
Foreign Service personnel of nagging financial worries. 

The first item for which additional funds are requested results from an amend- 
ment granted primarily to facilitate the integration program. This program 
provides for the transfer to the Foreign Service officer corps departmental, 
Foreign Service Reserve, and staff officers, who meet examination requirements 
for appointment as a Foreign Service officer. In order to carry out the integra- 
tion program successfully it is essential that such transfers—or lateral entries 
into the Foreign Service officer corps—be made at salaries substantially equivalent 
to the salaries of the officers who are being integrated. 

As initially enacted, the Foreign Service Act of 1946 required that all Foreign 
Service officer appointments to classes 1 through 5 be made at the minimum rates 
established for the various classes. Through the passage of Public Law 759 of 
the 83d Congress, the Congress granted the Department authority to make 500 
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lateral appointments above the minimum rate of classes 1 through 5 through 
March 31, 1955. This authority was extended in Public Law 22 of the &4th 
Congress in order to assure completion of the integration program. 

Because of differences in the respective salary schedules for civil service, Foreign 
Service staff, and Foreign Service officers, appointment at nearest equivalent 
salary rates in the Foreign Service officer salary schedule results in an average 
increase of approximately $100 per lateral entrant. Now that Public Law 22 
has been enacted, the Department is proceeding with the integration program. 
It is estimated that 900 lateral appointments will be made during the remainder 
of fiseal year 1955 and in fiscal year 1956. 

A second financial problem has arisen from the fact that heretofore Foreign 
Service officers and Reserve officers have not been eligible to receive hardship 
post differentials when stationed at isolated, dangerous, and disease-ridden posts. 
All other civilian employees stationed at such posts, including Foreign Service 
staff employees and those of other Federal agencies, have been eligible and have 
been receiving such differentials, some receiving up to 25 percent differential while 
some have not received any. 

Through Public Law 22 this inequality in treatment can now be eliminated, 
and a Foreign Service officer is permitted to draw the hardship differential, if any, 
prescribed for his post, or, if the post happens to be one of those designated as 
unhealthful, he may elect to receive instead time and one-half credit toward re- 
tirement for periods served at the unhealthful post. 

I might add that removal of this inequity will help us carry out the integration 
program in the field. Many of the staff officers now serving at hardship posts, 
whom we would like to become Foreign Service officers, have been understandably 
reluctant to accept these appointments. It would mean a substantial reduction 
in pay to forfeit the hardship differential payments to which they were entitled 
by virtue of their status as staff employees. Provision of funds to enable us to 
pay hardship differentials, regardless of whether personnel are staff or Foreign 
Service officers, will help speed the integration program. 

The third major change in the law is the provision for a home service transfer 
allowance. This is merely an extension of existing benefits, now payable upon 
transfers between posts abroad, to permit such payments upon transfers to the 
United States. The allowance consists of a combination of two payments, one a 
modest sum to offset the unreimbursed expenses of making a move from a foreign 
post to the United States, and the other a temporary lodging payment to defray 
the expenses of a hotel room upon first arrival here. 

A transfer to the United States is, for the career Foreign Service employee, 
simply one more move in a long series of such transfers. The home service 
allowance will be payable only on assignment to the United States between 
assignments to foreign posts. 

With the stepped-up integration program there will be an increasing number 
of transfers to Washington. Since these transfers are in the interest of the 
Government it seems only right that the full costs should not have to be borne 
by the employee. 

The fourth and by far the most important financial and morale problem con- 
fronting Foreign Service personnel stationed outside the United States is the 
education of their children. 

We have just recently received a letter from a Foreign Service employee in 
Maracaibo, Venezuela, stating that the cost for educating his two young children 
in a school maintained by the oil companies there was $1,442 per vear, amounting 
in his case to 25 percent of his annual salary. He indicated that, despite his 
intense interest in Foreign Service, he would simply have to tender his resignation, 

Education at the high school level at many posts is particularly difficult. In 
Budapest, for example, the nearest high school providing a reasonably adequate 
education is in Switzerland. The cost for tuition, room and board, and trans- 
portation for 1 child to a Swiss boarding school is $1,825 per annum. Singapore 
has reported that the nearest adequate high school is at Baguio, the Brent School, 
in the Philippines—more than a thousand miles away. Costs for educating a 
child there are $1,540, including 1 round-trip tourist-class fare of $.14. 

Because there has been no provision for defraying the costs of education of 
children of Foreign Service personnel, our people have had to use local inadequate 
schools or organize their own at minimum costs to parents. In Marseille, it was 
reported to the Department, the best French school in the city has lavatories 
that do not even contain toilet paper. Its two drinking fountains are available 
for pupils twice each day, at which times the children line up and an instructress 
turns on the fountains with a key. Not only must the children study in the 
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French language but much time is devoted to studies of French aspects of history 
gud culture. The children are at school from 8 a. in. to 6 p. m., but still there are 
no extracurricular activities provided such as interschool sports, school clubs, etce., 
which American educators regard as so important to a child in its formative years. 

Many posts have organized cooperative American schools at the parents’ own 
expense. Such a school is the American Community School in Paraguay. The 
American Community School (Calvert system) is the only English-speaking 
school in Paraguay. The Calvert curriculum is excellent as regards basic sub- 
jects but the school here offers no elective or creative work such as music, physical 
education, arts, or crafts. 

The teaching staff consists of mothers and other volunteers generally untrained 
or inadequately trained for their jobs. The present teacher’s salary is $60 a 
month, Which is not attractive to qualified personnel. Most of them are house 
wives Who frequently miss classes because of personal obligations necessitating 
the use of substitutes (when available) and resulting in irregular classroom 
schedules. 

The school is located in the YMCA building, which is very inadequate, with 
small unheated classrooms, 1 square yard per child. There is no fire escape, 
library, auditorium, workroom, only one very poor bathroom, and inadequate 
blackboards. The classrooms are divided by glassed partitions through which 
sound passes freely. The lighting is most primitive, each room having a single 
40-watt center light. The building, which is the only facility the school can 
afford under the present circumstances, is available for the school only in the 
mornings, consequently school hours are from 7:30 a. m. to 11:30 a. m. 

With an education allowance, cooperative American schools such as this one 
can be brought up to the level of the one established in Teheran when I was 
Ambassador there. The costs currently average about $400 per child, part of 
which was defrayed last year by a special grant which will not be available this 
year. This kind of school contrasts sharply with the inadequate educational 
facilities I have just described. 

The educational problem faced by Foreign Service personnel is another example 
of inequities which have existed among our employees in foreign countries. 
Children of Defense Department employees have had the benefits of United States 
dependents schools free of charge for a number of years, while parents of Foreign 
Service children have had to pay tuition costs of approximately $250 a year 
from their own pockets. 

I doubt whether there is any other personal problem of greater significance 
facing the average Foreign Service parent today. Provision of funds to enable 
us to lift that particular financial worry by providing an education allowance will 
be enthusiastically received by every member of the Service. 

he fifth and last item on which I wish to comment is the provision of medical 
examinations and inoculations to the dependents of Foreign Service personnel. 
This is a first step in the direction of providing a greater degree of medical care 
for Foreign Service personnel and their families. As a practical matter, the 
health of various members of the family unit has a bearing on the effectiveness 
of the employee himself. When a dependent has to be evacuated for medical 
care, it is sometimes necessary for humanitarian reasons to send the employee 
home also. Preemployment and preassignment examinations of dependents 
should enable an employee to judge whether or not it would be inadvisable for 
them to accompany him. 

In Public Law 22 this Congress has given the Department the tools by which 
it can effect a distinct improvement in the Foreign Service. The estimates before 
you for the funds to make these tools operative have been developed with prudence 
and care. We earnestly request favorable action on them by your committee. 

There are three other items in our supplemental request, the first of which 
pertains to funds for international conferences. I cannot emphasize too strongly 
the importance of having sufficient funds available to the Department to finance 
United States participation in the four-power heads of government meeting now 
scheduled early in the 1956 fiscal year and the series of high level conferences 
which undoubtedly will follow. This requirement has developed since our last 
appearance before you. 

\long with the conferences it is necessary that our communication system be 
prepared to transmit the heavy load of communications to be expected and also 
carry forward current operations. A succession of significant international de- 
velopments since January 1955 has caused telegraph volume to rise to a level about 
20 percent higher than in the first 6 months of fiscal year 1954. The continuing 
nature and critical importance of these developments are such that this same high 
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level of traffic must be expected in fiscal year 1956. The present staff cannot cope 
with the present and anticipated volumes. 

Also unforeseen changes in military transportation services will cause increased 
commercial costs for courier service in fiscal year 1956, along with the fact that 
immediate improvement-in courier service in the Far East is essential because of 
expanding activities in that area. 

On the basis of a comprehensive review of the space situation in the Passport 
Office, I am convinced that the Office move out of the Winder Building at the 
earliest possible date. Not only has the steady increase of demands for passport 
services caused the Passport Office to outgrow the Winder Building, but also the 
building is insecure and unsafe for such an operational activity. I am equally 
convinced that this important public service has to be equipped and streamlined 
to meet the current and forthcoming onslaught of demands for passport services 
by the ever increasing foreign travel of American citizens. We are asking for 
funds to permit this Office to function currently to meet these increasing demands. 
It is of interest that the income to the Federal Government for passport fees is 
estimated to be $3,500,000 for fiscal year 1955, an alltime peak. 

In summary, the items for which the Departmert is presenting this supplemental 
request for fiscal year 1956 are as follows: 


1. Implementation of Public Law 22______ _- $1, 220, 000 
2. Support of international negotiations __ -___ 1, 000, 000 
3. Improvement of communications services. - __- fA. 400, 000 
4. Improvement of passport facilities_____._...._.._--_--.-_.-... 636, 000 


3, 256, 000 


Mr. Carpenter. Now may I have a minute to summarize that 
statement? 

Mr. Rooney. You most certainly may. 

Mr. Carpenter. Mr. Henderson’s statement emphasizes the im- 
portance with which Secretary Dulles regards the availability of 
adequate funds to carry out the Department’s leadership role in the 
forthcoming four-power meeting and related conferences which in- 
evitably face the Department in fiscal year 1956. These high-level 
conference should be supported by providing on an adequate basis 
all services and facilities which may contribute to their success. 


IMPROVEMENT OF COMMUNICATIONS SERVICES 


Secretary Dulles mentioned particularly that the Department’s 
communication facilities should be strengthened to meet the expanded 
burden which will be placed on them by the conferences to which I 
have just referred. In this connection, the Office of Communications 
has been unable to meet the current requirements, and there can be 
no question but that the forthcoming meetings will generate an even 
greater requirement. 


IMPROVEMENT OF PASSPORT FACILITIES 


Another matter which Mr. Henderson has referred to in his pre- 
pared statement deals with the operations of the passport office. 
While Miss Knight will provide the committee with the details of 
this justification, I would like to add that the personnel, housing, and 
equipment requested are essential to provide for the needs of the 
American public on account of an unprecedented increase in current 
travel. Also, the Department is very appreciative of the cooperative 
attitude of the General Services Administration in assisting us to meet 
the housing problem. 
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IMPLEMENTATION OF PUBLIC LAW 22, 84TH CONGRESS 


In Mr. Henderson’s statement considerable emphasis is placed on 
the importance of implementing the amendments to the Foreign 
Service Act provided by Public Law 22, enacted by this Congress. 

Mr. Roongy. That is an understatement, Mr. Carpenter. It 
would appear that the first four and a half pages are concerned with 
nothing but that. 

Mr. CARPENTER. Yes, sir. 

Mr. Rooney. And there are only a few sentences with regard to 
this request for $1 million under ‘“‘Contingencies.”’ 

Mr. Carpenter. Yes, sir. Public Law 22 made 12 significant 
changes in the Foreign Service Act of 1946, 7 of which can be im- 
plemented without any additional expenditures of funds., Five other 
provisions will require additional appropriations, and Mr. Wilson, 
Assistant Controller for Personnel, will explain these requirements in 
detail. 

That is in brief my own summary of Mr. Henderson’s statement. 
Mr. Kissick is here to answer questions on ‘International con- 
tingencies.”’ 

Mr. Roonry. Let us now concern ourselves with this request for 
$1 million under ‘International contingencies.” 

Mr. Kisstcx. I have a prepared statement which is quite brief. 
If I may, I would like to read that to the committee. 

Mr. Roonrny. You may. 


GENERAL STATEMENT OF MR. KISSICK 


Mr. Kissicx. This request is occasioned by the international de- 
velopments of the past few weeks. Last month the Soviets finally 
agreed to the signing of an Austrian peace treaty. Since then they 
have accepted the invitation of the Western Powers to a Four-Power 
meeting of heads of governments. We fully expect that they will 
accept our proposal that this meeting be held next month in Switzer- 
land. 

As to the results of this meeting and those of the Foreign Ministers 
and of the experts which undoubtedly will follow, this will depend 
primarily on whether or not the Soviet rulers are willing to put a 
spirit of accomplishment into some of the things in which we all 
profess to be interested. A good example is the Austrian peace 
treaty. Once there was a desire on the part of the Soviet to settle 
the Austrian question, the outstanding matters, matters which had 
defied solution for 8 years, were all solved in 2 weeks. 

Mr. Roonry. That is all very well and good but this is not the 
Foreign Affairs Committee; this is the Appropriations Committee 
which deals in money figures. We want to know how you arrived at 
that $1 million and for what you propose to use it. 

Mr. Kisstck. I will be very glad to give you that. I thought it 
might be well to review a little of the general background before we 
went to the figures. 

BASIS OF ESTIMATE 


Mr. Roonry. I think we understand the background. The thing 
we want to know is how you arrived at the amount $1 million and 
what you would spend the money for if it were appropriated. 
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Mr. Kisstck. With respect to the estimate we submitted in our 
regular appropriation of $1,500,000, our program indicates that 
$1,100,000 of this will be required for the so-called normal activities. 
In addition, we have the Peaceful Uses of Atomic Energy Conference 
scheduled for this August. We estimate that will cost $200,000 of 
this appropriation. Since last year we have joined SEATO—the 
Southeast Asia Treaty Organization. The Council meeting and an 
estimated three subcommittee meetings will require another $100,000. 
In total, that makes $1,400,000, exclusive of the summit meeting and 
the other meetings which we are discussing here. In other words, 
out of the $1,500,000, we have $100,000 to apply to the cost of the 
meetings expected to come up. With respect to the summit meeting, 
we estimate that will cost $275,000. That will be a very important 
meeting, of course. We wilk have to make arrangements. That is 
less expensive than the Geneva meeting of a year ago, even though 
it will be a higher level of participation. We expect the shorter 
duration will enable us to get by for the amount of $275,000. 

Following the summit meeting, it is anticipated there will be a 
meeting of Foreign Ministers to take up matters which are identified 
at the heads-of-government level. Following the Foreign Ministers 
meeting, it is anticipated there will be negotiating groups established 
on specific items, such as disarmament, European unity, unification 
of Germany, and matters of that kind. For the purpose of this esti- 
mate, we have assumed there will be 5 such meetings during this 
fiscal year, at about $75,000 apiece. As these negotiating groups 
complete their work, either by success in reaching agreement, or even 
if there is a stalemate, it is assumed that their reports will have to be 
referred back to the Ministers. So for the purpose of this estimate, we 
have assumed there will be 2 other Foreign Ministers meetings during 
the year, making a total of 3, and we have estimated that they will be 
at a cost of approximately $150,000 each. 

So, in summary, this estimate would provide $275,000 for the sum- 
mit meeting, $450,000 for the 3 ministerial meetings, and $375,000 for 
the 5 negotiating conferences. 

I should point out in connection with the cost of these meetings 
that at the ministerial level, as at summit, we must assume they will 
all be convened in neutral countries. As you know, that makes the 
expense greater, because we do not have any single government 
assuming the normal hostship responsibilities. We have greater cost 
for communications, greater cost for security services; we must fur- 
nish almost totally the supporting staff, and other services of that 
kind, all of which make it rather expensive. 

Mr. Rooney. How do you arrive at these figures, Mr. Kissick? 

Mr. Kisstcx. You are referring to the amounts I have cited as our 
estimated cost for the individual meetings? 

Mr. Rooney. The lowest amount I heard referred to was $75,000. 

Mr. Kissicx. That is correct. These, of course, are estimates. 
Nobody can say for certain what will come out of this summit meeting. 

Mr. Roonry. What do you mean by ‘what will come out of this 
summit meeting?’ 

Mr. Kissitcx. Whether or not developments will require three addi- 
tional foreign ministers meetings and additional negotiating meetings; 
whether this will actually come about. In other words, the number 
of meetings, greater or less, cannot be determined at this time with 
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accuracy. It is the best estimate based on the circumstances as 
foreseen at this time. 

Mr. Rooney. I am trying to find out how you arrived at these 
figures. And when you say “based on the circumstances as forseen 
at this time,’ I am trying to find out what you mean. 


DETAIL OF ESTIMATED COST OF SUMMIT MEETING 


Mr. Kissitcx. We have here a so-called pilot budget which shows 
how the individual items are arrived at by the number of people, the 
cost of transportation, and so forth. 

Mr. Roonry. May I see it, please? 

Mr. Kissicx. Certainly. There are three so-called pilot estimates 
there; one for the summit meeting, one for the foreign ministers meet- 
ings, and one for the negotiating meetings. 

Mr. Rooney. You intend to take 210 people to the summit meeting? 

Mr. Kissicx. That is an estimate. And that would provide for 
only approximately 60 as far as the President, the Secretary and others 
of the substantive staff are concerned. The rest of those are security, 
communications, language, and other supporting staff. 

Mr. Rooney. My question was do you intend to take 210 people to 
the summit meeting? 

Mr. Kisstcx. That is the basis on which our estimate is made; 

yes, sir. 
' Mr. Roonry. There would be 62 people in the delegation, 114 
people in the Secretariat; guards, 30 people; and 28 people in the 
International Secretariat, United States share. Is that correct? 

Mr. Kisstcx. That is correct, sir. 


INTERNATIONAL SECRETARIAT 


Mr. Rooney. Tell us what that is—International Secretariat, 
United States share, 28 people. 

Mr. Kissicx. With no host government or no international organ- 
ization sponsoring this conference, we must first reach an agreement 
on a tripartite basis and then on a quadpartite basis of how to fur- 
nish the common services of the conference itself. When we have an 
organization such as the U. N., then their own Secretariat furnishes 
the language services, translating, the usual housekeeping services, in 
other words, the common services. Here we do not have that; so, 
based on the pattern of the Berlin Conference and the Geneva Confer- 
ence, we will have to set up that group on a contributed basis. 

Mr. Rooney. From where do you convey these people? This 
would leave 234 people less in the Department in Washington while 
this conference is going on? 

Mr. Kissicx. Those will come largely from the Department of 
State and from our missions abroad. A number, of course, in this 
case, will come from the White House. 

Mr. Roonry. How many would you take from European missions? 

Mr. Kissicx. I have not broken that down. If I recall correctly, 
at the Geneva Conference we had some 12 to 15 substantive people 
from the European posts. 

Mr. Rooney. You would not need round-trip fares at $1,000 each 
for them, would you? 
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Mr. Kissick. We have made a slight reduction, I believe, of some 
34 people in our computations, figuring per diem only rather than 
transportation. 

Mr. Rooney. Twenty-four or thirty-four? 

Mr. Kissicx. It may be 24; ] am not sure of the figures. But there 
is recognition there of the fact that for some of them transportation 
will not be involved. 

COMMUNICATIONS SERVICES 


Mr. Rooney. How do you arrive at a figure such as $10,000 for 
communication services? 

Mr. Kissicx. That, again, is based on the experience of Geneva. 
I am told that is probably a conservative estimate. That does not 
include other than a nominal sum for traffic costs. That is largely 
a matter of installations. 

You see, in Geneva, we have only the Consulate General. We will 
have to install additional communications facilities. The White 
House will have separate communications set up by the Signal Corps. 
We will probably route traffic through Paris so that we can use tie 
lines. Therefore the actual traffic charge will not be heavy. But 
with the heavy volume of communications, we have to estimate 
rather heavy installation costs. 

Mr. Rooney. How many days is this Conference expected to last? 

Mr. Kissick. That has not been agreed upon so far as the heads 
of government are concerned. I believe it is supposed to be a 3- to 
5-day meeting. It is also not agreed, but there is a probability that 
the ministers themselves will meet anywhere from 3 days to a week 
in advance. I believe we have assumed there will be a 10-day 
meeting. That would include the ministers and the others. Of 
course, you understand, much of the supporting staff would have to 
be there much earlier; so that the 10 days we have used is an average. 


DETAIL OF ESTIMATED COST OF MINISTERIAL MEETINGS 


Mr. Roonry. With regard to a ministerial meeting, that would be 
1 of 3 you anticipate; but I notice you have round-trip fares from 
Washington, between Washington and Europe, for 100 persons at 
$900 each. Why do you estimate this travel at $900 while on the 
first page, with regard to the summit conference, you estimate round- 
trip fares at $1,000 each? 

Mr. Kisstcx. The reason for that, Mr. Chairman, is that those 
estimates were prepared a couple of weeks ago when we did not know 
where any of the meetings would be held. We had to make certain 
assumptions as to the neutral countries in which the meetings would 
be held. The first estimate of $1,000 was actually based on Sweden; 
the other estimate of $900 was based on Switzerland. That is a 
difference of $100. Since then, it has developed the summit meeting 
will undoubtedly be in Switzerland. Of course, it is possible that the 
other meetings may later be in Sweden. 

Mr. Rooney. Then the later figures would be incorrect with regard 
to 210 round-trip fares at $1,000 each in the event they were held in 
Switzerland? 

Mr. Kisstcx. That is correct; because in Switzerland we have a 
cost of $900 and, if they be held in Sweden, that would be $1,000. 
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Mr. Rooney. Why did not you divulge that information to the 
committee at the outset? Now we find ‘there is $21,000 which you 
may not need. 

Mr. Kissicx. We do not need it now; but we may still find that 
for some of the foreign ministers meetings we will need it where we do 
not have it. In other words, if the foreign ministers meetings should 
later be convened in Sweden instead of Switzerland, then we would 
need more money than estimated. 

Mr. Rooney. Are any foreign ministers meetings going to be held 
in the United States? 

Mr. Kissicx. The assumption is that they will all be held in neutral 
countries. 

Mr. Rooney. Is there anything else in this estimate where there 
might be a saving? 

Mr. Kisstcx. No, sir; not that we know of. You understand, of 
course, the delegation has not been established yet and all of these 
figures are estimates based on the history of the Berlin and Geneva 
meetings. 

ENTERTAINMENT EXPENSE 


Mr. Rooney. It is interesting to note the difference in the request 
for entertainment money—$5, 000 with regard to the summit meeting; 
$3,000 with regard to the ministerial meetings; and $2,000 with regard 
to the negotiating conferences. 

Mr. Kissickx. The negotiating conferences, of course, are much 
smaller and will be at a lower level, but they are much longer, too. 
We have estimated they will average 60 days. The larger sum for the 
summit meeting is in recognition of the fact it is a heads- of-govern- 
ments meeting. 

TRAVEL EXPENSE 


Mr. Rooney. I note in regard to the negotiating conferences your 
round-trip fares are in the amount of $1,000 each. 

Mr. Kissick. Yes, sir. 

Mr. Rooney. Would you explain that? 

Mr. Kissicx. That, again, is using Sweden as our assumption as to 
where the meeting will be held rather than Switzerland. 

Mr. Rooney. So we could save how much in the event the meeting 
is held in Switzerland? 

Mr. Kisstcx. Roughly $100 per person. 

Mr. Rooney. That would be how much gross? 

Mr. Kisstcx. I believe we have estimated for 30 people. Is that 
correct? 

Mr. Rooney. You are telling us. 

Mr. Kisstcx. That would be roughly $3,000. 


ESTIMATED BUDGETS 


Mr. Rooney. At this point in the record we shall insert the data 
: which we have been referring, these three pages entitled ‘Estimated 
Judget.”’ 


(The material referred to is as follows:) 
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Estimated budget, summit meeting 
Participants: 
Delegation 
United States delegation Secretariat 
International Secretariat (United States share) 
Guards 


Personal services - - _ ---- ndeternetiemewen th depend hapten warned $1, 000 
Travel expenses 248, 500 
(a) Round- trip fares for 210 persons at $1,000 


$210, 000 


2, 808 
(c) Conference per diem for 234 persons, 10 
RG MEER occ ol onus wc tie cua seo 35, 100 
(d) Local transportation, excess baggage etc. 592 
Onan OE TROON 6 on bs ont Sc See. tie heeeensne sd 1, 500 
Communication services 10, 000 
Rents and utilities (offices) 5, 000 
Other contractual services (miscellaneous) 10, 000 
eM, LAC. ad. Sedat aslbecuee 
Hire of local personnel 
en RIND ile «Si bitihad wisi dae ben ieinwdbeetotaisete 2, 000 
Equipment , 


Estimated budget, ministerial meeting 
Activity: 
Ol Personal services- ------ i. ehe shh eiwanpneh asada $500 
0222 Travel expenses 120, 000 
(a) Round-trip fares, W ashington and Europe 
for 100 persons, at $900 each 
(b) Travel per diem for 120 persons, 2 days 
at $6 1, 440 
(c) Conference per diem for 120 persons, 15 
days at $15 27, 000 
(d) Local transportation, excess baggage, and 
miscellaneous travel expenses---------- 1, 560 
Transportation of things___-- jibe APatehs tla A id stiileiealie 1, 500 
Ceenieniien: GURUIIIR iio i 06d oie bo sk ews dwt db R 10, 000 
Rents and utilities_ 
Printing and reproduction 
Other contractual services - - ------- 


Susnlies 8 ‘aad makeriale ae clan cea aad ach i inne acs xe eee 1, 000 


IN ee el dk Lee eae e eae cig bk orto le 147, 000 
Entertainment - Jamel ‘ seul) BO 


Total 150, 000 
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Estimated budget, negotiating conferences 


Activity: 
O01 


Personal services 
0222 ‘Travel expenses 
(a) — -trip fares for 30 persons, at $1,000 


(b) Travel per diem for 30 persons, 2 days, at $6_ 
(c) — per diem for 30 persons, 60 days 
at $1 
(d) Local transportation, excess baggage and 
miscellaneous travel expenses 
I OE ea Suc cao ceeedawcceegeawaccace 
Communication services 
Bs Bie Re, fog oinnw a iln bows aii ween =. kala 
Printing and reproduction 
Other contractual services, auto hire 
Supplies and materials_-__-._._--._--- i ata Ens GOR aE es a claeas 
Equipment 


COST OF ATOMIC EXHIBIT IN GENEVA 


Mr. Roonry. How do you arrive at this $200,000 in connection 
with the atomic-energy conference and exhibit in Geneva? 

Mr. Kissitcx. Our delegation to that conference is much farther 
along than with respect to the conferences we have just been dis- 
cussing. The total delegation will consist of 5 representatives, who 
will be appointed by the President, headed by Admiral Strauss of 
the Atomic Energy Commission; 8 congressional advisers from the 
Jomt Atomic Energy Committee; 150 scientists and technicians; and 
about a dozen other advisers on political or other matters, making a 
total of 177. 

The support staff will run approximately 125 to 150 people. 

The cost of $200,000 that we are paying from this appropriation 
does not represent the entire cost. We are paying most of the basic 
cost of the delegation. As you are undoubtedly aware, the AEC is 
establishing a swimming-pool type reactor at a cost of roughly $250,000 
to $350,000. That is a program cost of theirs. Also, they are estab- 
lishing an exhibit, and we are not paying for that. In total I believe 
the AEC is spending approximately $2 million on their own funds in 
addition to our cost on this conference. 


SAN FRANCISCO CONFERENCE 


Mr. Roonry. While we are on this subject, what is the situation 
at the moment with regard to the San Francisco Conference? 

Mr. Kissicx. The San Francisco conference is expected to cost us 
between $45,000 and $50,000. That has developed in two parts, the 
commemorative side, primarily Ambassador Lodge’s responsibility, 
and four-power “side talks” with representatives oi the two other 
Western powers and the Soviet Union. There will be about 15 si b- 
stantive members on the commemorative side and about 10 additional 
officers for the side talks. These, together with support staffs for 
both groups, will bring the total group to 65 or 70 people going to 
San Francisco. 
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PURPOSE OF ATOMIC ENERGY CONFERENCE AND EXHIBIT AT GENEVA 


Mr. Preston. I am interested in the atomic-energy exhibit at 
Geneva. Is this exhibit primarily for the purpose of displaying it to 
those who will be at the summit conference? 

Mr. Kissicx. No, sir. The-Peaceful Uses of Atomic Energy Con- 
ference is a U. N. meeting at which eighty-some-odd governments 
have been invited, and I believe about 70 have accepted. That is 
quite apart from the summit meeting. 

Mr. Preston. Not related to it? 

Mr. Kissicx. Not related to it at all, sir. 

Mr. Preston. How long will the exhibit be on display? 

Mr. Kissicx. The conference itself is from the 8th through the 
20th of August, and I believe the exhibit will be opened a very short 
while before the conference opens and it is expected to be removed 
right after the conference is over. 

Mr. Preston. It will cost us $2,200,000 for this exhibit for those 
few days? 

Mr. Kissick. The reactor, as you may have seen in the paper has 
been sold to Switzerland, so that we will pass title to that after the 
conference is over. 

Mr. Preston. What will we get for it? 

Mr. Kissicx. I do not know, sir. 

Mr. Preston. The 177 people you refer to are connected not only 
with the exhibit but also with the conference itself? 

Mr. Kisstcx. Those are primarily for the conference itself. The 
people who will have charge of the exhibit will be in addition to that. 

Mr. Preston. We will have to have about 177 people to deal with 
this conference? 

Mr. Kisstcx. Yes, sir; 150 of those are the scientific people who will 
be reading scientific papers prepared by us, who will be there as our 
representatives, and a few in other advisory capacities. 

I might say it has now been agreed that something like three- 
hundred-and-thirty-odd papers will be read at the conference. Almost 
half of those will be read by us. It is also of interest that the Soviets 
have come in with some very good papers and quite a large number. 
I cannot be sure, but I understand that they have the second largest 
number and our scientists tell us they are very good papers. 

Mr. Preston. How do they know that? 

Mr. Kisstcx. All papers have to be turned in to the United Nations 
in advance, and we are informed of the digests of the papers that have 
been turned in. 

Mr. Preston. Are the Russinas establishing an exhibit at Geneva 
also? 

Mr. Kissicx. Yes, sir. 

Mr. Preston. Are they building a reactor? 

Mr. Kisstcx. Not that we know of, and I think we would know if 
they were. 

Mr. Preston. I certainly hope some good comes from all of this. 
This is about the most expensive era in our international relations. 

Mr. Kisstcx. The President, as you know from public statements, 
attaches considerable importance to that Peaceful Uses Conference. 
The Secretary of State has officially requested Admiral Strauss to be 
responsible for the exhibit and all the technical papers have been 
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developed under the immediate supervision of Admiral Strauss and 
his staff. We do review the delegation. The Secretary of State has 
the final word on the delegation, but the reactor and exhibit are the 
responsibility of the AEC. 

Mr. Preston. Will the exhibit be there at the time the summit 
conference is held? 

Mr. Kisstcx. I do not believe so. 

Mr. Preston. The conferences do not coincide? 

Mr. Kisstcx. No, sir. It is very difficult to get accommodations 
for either of the two conferences in Geneva, this being a time when 
there are other conferences in Geneva, and it is also the height of the 
tourist season, 

SUMMIT CONFERENCE 


Mr. Preston. Does the Secretary plan to bring into the summit 
conference the various ambassadors from Europe? 

Mr. Kissicx. Yes, sir; those at least from the participating 
countries. 

Mr. Preston. And perhaps others? 

Mr. Kissicx. And perhaps others; yes, sir. 

Mr. Preston. Your security people will be involved as well as the 
White House security people? 

Mr. Kissick. Yes, sir. 

Mr. Preston. Military security also? 

Mr. Kissicx. Our people work very closely with the military 
security and we depend on them for furnishing the actual guard staff. 


COMMUNICATIONS SYSTEMS 


Mr. Preston. Why is it necessary to set up two communication 
systems for a conference of this type? 

Mr. Kissicx. I am not a technician. 

Mr. Preston. You do not have to be to answer that question, 
Mr. Kissick. 

Mr. Kausstcx. I believe we have an item on that which will provide 
a more specific answer later, but my understanding is that the neces- 
sity arises not only because of the volume but because of the urgency 
of the transmission of White House communications. They will ex- 
pect to use our facilities for the bulk of the traffic, but I think it is 
customary for the Signal Corps to set up separate facilities to handle 
urgent communications for the White House when the President is 
out of the country. 


USE OF PRESIDENT’S EMERGENCY FUND 


Mr. S1xes. Why is it not possible for the costs of this summit con- 
ference to be paid out of the President’s emergency fund? 

Mr. Kissick. I do not know that I can really answer that, sir. The 
basic reason for requesting it in this appropriation, of course, is this is 
the appropriation that was established several years ago to take care 
of all international conferences on a governmentwide basis so that 
we would have them all in one place. I would assume also that with 
the expected heavy expense of these items, the President’s emergency 
fund may not be large enough to absorb them. I am not sure on 
that point. 

63859—55——14 
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Mr. Srxzs. This conference is something that has been contemplated 
for a long time and it was considered a possibility before the appro- 
priations for the President’s Emergency Fund for 1956 were approved 
by the Appropriations Committee and the House. I think it might 
well have been included in that bill. Have you no further information 
on that point? 

Mr. Kissick. I have nothing further. 

Mr. Wiser. I talked to the Bureau of the Budget about that and 
their impression or conclusion is that the President’s fund is not large 
enough to accommodate this kind of item. 

Mr. Sixes. It is a flexible fund. 

Mr. Wiser. I am not even sure of the amount of it. I know it 
used to be $1 million, but I think it was reduced to $500,000. I 
know when we were having difficulty financing the Rio conference 
the Bureau of the Budget had trouble squeezing anything out of it 
for that purpose. I know it is tightly held. 

Mr. Sixzs. It is difficult for us to appropriate wisely when you do 
not know what your needs will be. I take it from your answers to 
other members of the committee that definite plans have not been 
firmed up that will determine the exact cost. Why could this not 
have waited until you knew definitely where you are going and what 
it is going to cost? 

Mr. Kisstcx. There are two points I might make in response to 
that. First, these meetings, of course, are scheduled during the first 
half of the fiscal year when it would not be possible to come back to 
Congress. Secondly, the Secretary has expressed the view quite 
strongly that he would feel that when he and the President go to 
the summit meeting they should have assurances of this Government 
from a financial standpoint that they can carry out any agreements 
for further negotiations that might arise at the meeting, which is 
difficult unless you have the leeway in your funds. 

Mr. Wiser. There is a technical problem we have, too. The 
Bureau of the Budget, under the Antideficiency Act, in the apportion- 
ment process will not permit us to use our existing funds in a way 
which would impinge on known requirements for the balance of the 
year while Congress is not in session and then make it necessary for 
us to come back for a supplemental later. 

Mr. Srxes. I have no desire to limit the American delegation at 
that conference. If it is possible for them to achieve anything con- 
structive there, we certainly want them to do so. We do not want 
money to be a limiting factor, nor do we want to appropriate unwisely. 

Mr. Kisstcx. The Secretary has asked that the committee be 
assured that these funds would not be used if these conferences did 
not come about as planned. 


COST OF SUMMIT MEETING AND RELATED MEETINGS 


Mr. Maanuson. This entire $1 million in additional funds is for 
the summit meeting and meetings anticipated in relation to the 
summit meeting? 

Mr. Kisstcx. That is correct, yes. 

Mr. Maenuson. And you said, I believe, $275,000 for the summit 
meeting? 

Mr. Kissicx. Yes, sir. 
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Mr. Maenuson. And three foreign ministers’ meetings at $150,000 
each? 

Mr. Kussick. Yes, sir. 

Mr. Magnuson. And five meetings of what you call negotiating 
groups at $75,000.per meeting? 

Mr. Kissicx. Yes, sir. 

Mr. Maenuson. I add those items up and I get $1,100,000. 

Mr. Kisstcx. Yes. We have $100,000 from the $1,500,000 initially 
requested in our budget which can be applied to these meetings. 

Mr. Maenuson. I see. That is all, Mr. Chairman. 

Mr. CLEVENGER. It occurs to me the natural way to disburse these 
moneys would be the way you have it set up. If they were paid out 
of other funds there would be no method of accounting for them. 

Mr. Rooney. If this were spent out of the President’s fund we 
would probably not even have a look at it. 

Mr. CLEVENGER. I think this is the orderly way to proceed. 

Mr. Rooney. I agree with you. 

Mr. CLEVENGER. I hope we have some peace out of it. Off the 
record. 

(Discussion off the record.) 

Mr. Roonry. Thank you, gentlemen. 

a Kissick. Mr. Chairman, might I leave my statement for the 
record? 

Mr. Rooney. Yes. 

(The statement referred to is as follows:) 


INTERNATIONAL CONTINGENCIES (SUPPLEMENTAL EsTIMATE, 1956) 


This request is occasioned by the international developments of the past few 
weeks. Last month the Soviets finally agreed to the signing of an Austrian Peace 
Treaty. Since then they have accepted the invitation of the Western Powers 
toa Four Power meeting of heads of government. We fully expect that they will 
accept our proposal that this meeting be held next month in Switzerland. 

As to the results of this meeting, and those of the foreign ministers and of the 
experts which undoubtedly will follow, this will depend primarily on whether or 
not the Soviet rulers are willing to put a spirit of accomplishment into some of the 
things in which we all profess to be interested. A good example is the Austrian 
Peace Treaty. Once there was a desire on the part of the Soviets to settle the 
Austrian question, the outstanding matters, matters which had defied solution for 
8 years, were all solved in 2 weeks. 

When Secretary Dulles reported to the Nation last month following the signing 
of the Austrian Peace Treaty he said, ‘I think now one can see that what has 
happened may likely mark a turning point in the tide of history.”” There are 
signs that the world may be entering a new phase in postwar relationships. For 
the first time since the end of World War II, the hea’s of Government of the United 
States, the United Kingdom, France, and the Soviet Union will have met. We 
can reasonably hope, if not expect, that outstanding issues will have been ic entified 
through this meeting at the summit, and that methods will be Cevelored to 
explore the solution of presently critical international problems. More detailed 
discussions among the foreign ministers can be expected. In sum, we can 
eee and should plan for one of the most active periods of negotiation in our 
ustory. 

When we appeared before you a few weeks ago in support of our regular budget 
estimates for 1956, these international developments had not transpired. Our 
budget did not include sufficient funds to meet them. If in fact the signing 
of the Austrian Peace Treaty marks a turning point in our postwar negotiations, 
It is essential that this Government spare no effort to move promptly in the 
negotiations looking to peaceful solution of other critical outstanding interna- 
tional problems. 

_The Secretary feels strongly that when the President and he enter the summit 
discussions next month that they be in a position, financially, to assure this 
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Government’s participation in any negotiations, at the level of the foreign min. 
isters or otherwise, which may be agreed upon to follow. To this end we urge 
your approval of this supplemental estimate in the amount of $1 million. 


SALARIES AND EXPENSES 


Mr. Roonry. The next matter for consideration is the request 
under “‘Salaries and expenses, Department of State,’ for an additional 
amount of $2,256,000, of which $233,000 shall be available for rents 
in the District of Columbia. We will insert in the printed record 
that portion of House Document 176 relating to this item. 

(The matter referred to is as follows:) 


DEPARTMENT OF STATE 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $2,256,000, of which 
$233,000 shall be available for rents in the District of Columbia.”’ 

This proposed supplementai appropriation includes the amount of $1,220,000 
which was contained under this head in my letter of May 25, 1955 (H. Doe. 171, 
p. 17), to cover the additional cost of educational, transfer, and other similar 
allowances, which were authorized for payment to American employees of the 
Foreign Service by Public Law 22, approved April 5, 1955. The item in said 
letter should be canceled and this request substituted therefor. 

In addition, $1,036,000 is needed to meet an unanticipated increase in passport 
and communications activities. During the past few weeks the number of pass- 
ports issued or renewed have been increasing at an unprecedented rate and the 
number now stands at an all-time high. The sudden increase in the number of 
Americans traveling abroad is attributable largely to the credit payment travel 
plan recently adopted by transportation companies. Also, present quarters of 
the Passport Office are inadequate for expanding operations and a more suitable 
location is needed to accommodate a larger staff and to provide adequate security 
protection. During the first 4 months of this calendar year the average monthly 
word volume in communications was 2,283,748. This compares with a monthly 
average of only 1,915,662 for the previous 6 months. Additional] funds are needed 
to meet this increased workload and also for the increased communications traffic 
that will result from the four-power heads of state summit Conference that is now 
being planned, and Foreign Ministers’ meetings that are expected to follow. 


5 RowLaNbD HuvuGuHgss, 
Director of the Bureau of the Budget. 


Mr. Roonry. Do you have a general statement to make in regard 
to this request, Mr. Carpenter? 

Mr. Carpenter. No, sir. Nothing additional Mr. Chairman. [| 
referred to it in my opening remarks and also in Mr. Henderson’s 
statement. 

Mr. Rooney. This is very, very scantily covered in Mr. Henderson’s 
statement. 

Mr. Wiisur. Each of our witnesses has a very short statement. 

Mr. Rooney. Let us hear them. 

Mr. Wixser. Mr. Estes is the first witness. He is the Assistant 
Controller for Operations and will deal with the item of $400,000 for 
communications. 

Mr. Rooney. This request is made up of three subordinate items, 
$636,000 in connection with the Passport Office and agencies, including 
rental of a new building; $400,000 additional for communications and 
records; and $1,220,000 for the Office of Personnel to carry out the 
provisions of Public Law 22. Is that correct? 

Mr. Wixser. That is correct. 

Mr. Roonry. You may proceed. 
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OrriceE OF COMMUNICATIONS AND REcoRDS 


Mr. Witser. The first item is the item of $400,000 for the Office 
of Communications and Records. Mr. Estes will present that. 

Mr. Roonry. Very well, Mr. Estes. 

Mr. Estes. I have a brief formal statement which, with your per- 
mission, I would like to read. 

Mr. Roonry. You may proceed. 

Mr. Estes. The Secretary has indicated the need for additional 
funds for the Four Power Conference and other conferences which 
precede and follow it. He has requested that fast and reliable com- 
munications facilities be available to serve these conferences and the 
critical multilateral negotiations which will follow. 

Mr. Roonnry. I thought we had communications expenses in the 
item we just considered in connection with these international con- 
ferences, did we not? 

Mr. WiisBer. That item under the international contingencies fund 
is largely for the installation of communication equipment rather than 
the traffic cost of handling the communications. The handling of the 
communications would fall largely on our Department communica- 
tions system. 

Mr. Roonry. Would part of this $400,000 be used to send people to 
these international conferences? 

Mr. Estes. Not necessarily, unless we get into a bad jam in connec- 
tion with expert cryptographers. We hope to meet our cryptographic 
needs from the field. 

Mr. Rooney. It is not presently contemplated that under this 
$400,000 request you would send personnel abroad? Is that correct? 

Mr. Estes. That is correct, sir. 

Mr. Rooney. What is this $400,000 for? 

Mr. Esres. This is for our domestic Office of Communications and 
Records staff. In the event we get in a jam on cryptographic people 
we would probably send some of our trained people from the Depart- 
ment, but we would meet that from our funds. The funds we are re- 
questing here are for domestic communications services personnel and 
Foreign Service couriers. 

Mr. Rooney. This, then, is not a temporary item in connection with 
these conferences, but is a permanent one? 

Mr. Esrres. We consider it of a permanent nature, yes, sir. 


PERSONAL SERVICES 


Mr. Roonry. How many additional people would you add to the 
payroll if this $400,000 were granted? 

Mr. Esrrs. Forty-seven. 

Mr. Rooney. Plus 11 in the Foreign Service, is that right? 

Mr. Esres. Plus 11 couriers. 

Mr. Rooney. A total of 58? 

Mr. Esrss. Yes. 

Mr. Roonry. At this point we shall insert in the record page 7a of 
the justifications. 

(The page referred to is as follows:) 
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SUPPLEMENTAL EsTIMATE, SALARIES AND EXPENSES, DEPARTMENT OF StTaTE, 1956 
ACTIVITY: ADMINISTRATIVE AND STAFF ACTIVITIES 


Office of Communications and Records 
Communications: 
Domestic: 
Permanent enlaries (47). 652 sk el tk a 2k Sb diss Be $132, 905 
Miscellaneous salaries ----__---- 
Ne NE ne oie pence congaecd : 


Dene) Gawibatio.. } i eS Kt 


Foreign Service: 
peemones merwroes (03)... << onic ninnes« moana )...00 OOD 
Other objects 196, 560 


400, 000 

Mr. Rooney. It would appear that the $400,000 is comprised of 
3 items, to-wit, $132,905, as shown at page 8 of the justifications, 
“Office of Communications and Records, domestic”; the amount of 
$9,566, as shown at page 9 of the justifications, same title; and the 
amount of $257,529, as shown at page 13 of the justifications, entitled 
“Office of Communications and Records, Foreign Service.” Is that 
correct? 

Mr. Estes. Yes, sir. 

Mr. Rooney. Go ahead, Mr. Estes. 

Mr. Estes. Emergency measures are necessary to meet this heavy 
communications workload, which is in addition to a workload already 
beyond staff capacity, resulting from the crescendo of international 
events during the past 6 months. 

The increased communications facilities required to service these 
scheduled conferences and the subsequent negotiations they will 
generate, together with the need to meet the current excessive work- 
load which is considered to be of a continuing nature, will require an 
estimated additional $400,000 in fiscal year 1956, as indicated on page 
7a (also p. 1). This amount will provide the needed communications 
personnel and related communications expenses. 

Mr. Rooney. Is it possible that you would be using this coming 
summit conference for the purpose of getting the camel’s nose under 
the tent and adding all these people permanently to the payroll in the 
future? 

WORKLOAD DATA 


Mr. Estes. No, sir. We have been averaging over the past 6 
months about 5 million gross code groups or words fully processed, 
with a high of 6 million in March. We are staffed to handle 4,500,000 
code groups or words. We believe this is a continuing thing and the 
conferences are beyond our power to cope with the staff we have in 
addition to carrying on a workload of this character. 

Mr. Rooney. Are we to understand that presently you do not have 
sufficient personnel to properly cover these conferences which are 
about to come up? 

Mr. Estes. That is correct, sir. 

Mr. Rooney. How long has that situation been in existence? 

Mr. Estzs. To my knowledge approximately since 1953. 
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Mr. Roonry. Would it be fair to say that since this administration 
came into office that has been the situation as the result of the drastic- 
ally cut budget at the beginning of this Administration’s regime? 

Mr. Estes. I do not believe I could say that; no, sir. 

Mr. Rooney. What would be the cause of it? 

Mr. Estes. The cause of it is a general economy move where, 
instead of having people available either overseas in pools or addi- 
tional people here to meet peak loads, you come to the essentials of 
meeting @ minimum monthly workload. I am speaking of telegraph 
operations. That applies to couriers as well. 

Mr. Roonrey. Do you mean we have not had, since the beginning 
of 1953, sufficient people to handle the telegraph requirements? 

Mr. Estes. No, sir. 

Mr. Rooney. What about the cryptographers, have we had enough 
of those? 

Mr. Esres. To meet minimum loads, yes, sir; but not peak loads. 


HELLER REPORT 


Mr. Roonry. Did the Heller report make any recommendations 
with regard to communications in the Department of State? 

Mr. Estes. Yes, sir. 

Mr. Roonry. What did the report recommend? 

Mr. Estes. They recommended even more drastic cuts than had 
already been put into effect through a series of controls. 

Mr. Roonry. And was that report disregarded? 

Mr. Estes. No, sir; it was not disregarded. 

Mr. Roonry. Was that report followed? 

Mr. Estes. In essence; yes, sir. The controls that they recom- 
mended were very much the same controls the Department had been 
exercising but in a somewhat different manner. 

Mr. Roonry. What controls? 

Mr. Estes. On the brevity in wording telegrams; subject matter 
of telegrams; diverting certain kinds of telegrams to air pouch 
instead of repeating the same message to several posts. The one 
thing that was not followed that was recommended was that the man 
put at the bottom of a telegram in how many hours that message 
had to be at a certain place. That was supposed to mean it was to 
go by telegram. 

Mr. Rooney. Did that report recommend a certain amount for 
the cost of the communications? 

Mr. Estxs. For charges, sir? 

Mr. Roonry. The amount they estimated would be required to 
carry all the communications services of the Department of State? 

Mr. Esrrs. No; not exactly that way. The report indicated 
what they thought could be saved. 

Mr. Roonry. What was that amount? 

Mr. Estes. I am sorry, I do not recall that figure. 

Mr. Rooney. Will you insert that at this point in the record? 

Mr. Esrss. I will be very glad to, sir. 

Mr. Rooney. And also at this point insert the gross amount out of 
which they said a certain amount could be saved. 

(The information requested is as follows:) 
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The Robert Heller Associates estimated that the cost of telegraphic communi- 
cations could be reduced $33,062 in fiscal vear 1954 and $255,748 in fiscal year 1955 
by implementation of their recommendations for volume control. 

The Heller report (p. 17) estimated that the cost of providing telegraph service 
to the Department in fiscal year 1954 would be “about $2,280,500’, anc this 
amount included all toll and personnel costs at home and abroad. It was from 
this gross amount that it is assumed they considered savings could be made as 
indicated above. 

Mr. Carpenter. The Heller report was dated May 15, 1954, and 
covered a period of investigation in 1953 during a reduction in force. 
At the time we are talking about now, there is an entirely different 
situation going on, and I made a note in my review of the Heller report 
saying that in my opinion the recommendations of the Heller report 
could not be implemented during the conditions that were in existence 
at this time. 

TELEGRAPH TRAFFIC DATA 


Mr. Coupert. With respect to volume and workload since 1953, is 
it not a fact that the workload and volume has substantially increased 
each year since 1953? 

Mr. Estes. That is correct, sir. 

Mr. Coupert. Have you any figures indicating the amount of the 
increase? 

Mr. Estes. No, sir. I am sorry that these figures do not relate 
exactly to what you are asking. I will be glad to supply that for the 
record. 

(The information requested is as follows:) 


Telegraph traffic data July 1953 through April 1955 


Total in and Total in and 
Month out words J out words 


July 1953 4, 364, 492 a 5, 221, 475 
Sharh tan 4, 109, 832 ae sabeg se . 4, 620, 997 

September eee a Se eee 4, 324, 426 

5, 231, 327 | September 4, 485, 071 
MOWAT: «0 scr aneiccs PMP ae ee eee peers eee 4, 447, 390 
December 4 7G5, Su. | Novemper. .......-.....--.-* 4, 454, 822 
January 1954 4, 607, 775 | December 4, 680, 581 
February --_----- baayiade 4, 436, 114| January 1955 

5, 072, 100 | February 

5, 038, 301 

5, 559, 084 


1 Complement increased from 176 to 191. 


Mr. Rooney. You understand, Mr. Carpenter, that no one here is 
to infer from the questions I have asked that I thought it was correct 
to make the drastic reductions which were made in the beginning of 
1953. I have pointed out on a number of occasions that it was a 
very hazardous and foolhardy thing to do. 

Mr. CLEVENGER. You remember in connection with telegrams, 
prior to the action we took in 1952 and 1953 making cuts, we knew of 
cases where hundreds of telegrams were accumulated and then were 
sent as first-class wires at the end of the month. That was the abuse 
the committee was hitting at—speaking as the then chairman of the 
committee—the abuse of the use of telegrams when there was plenty 
of time to use ordinary mail, not to say anything of airmail. It was 
scandalous the way they abused the communications appropriations 
at that time. The development of peace negotiations was not then 1n 
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the picture. 1 am willing to spend another $1 million if out of it 
would come peace. 

Mr. Carpenter. I have been very much concerned about the opera- 
tions of the telegraph branch. Since I have been here we have seen 
worldwide communications increase and personnel in that Depart- 
ment have worked more and more hours and we have not had the 
staff to take care of this increased load. It seems with the additional 
burden of the international conferences, when the Secretary of State 
will want 2-hour service and we can only give maybe 9-hour service, 
something should be done about it. 

Mr. Rooney. It is difficult to understand why we should have more 
communications with the Department at a level of about 10,000 
people as compared with 13,000 people at the end of the 1953 fiscal 
year. Are those figures about right? You have about 10,000 em- 
ployment now as compared with 13,000 in fiscal 1953? 

Mr. Wiser. That is approximately correct. 

Mr. Roonry. Then it is hard to understand why we should have so 
much more by way of communications with 10,000 people as compared 
with 13,000. 

Mr. Estzs. I think an off-the-cuff answer to that is the tremendous 
increase in the international conferences. There is generally more and 
more traffic both telegraphic and nontelegraphic all the time. 

Mr. Coupgrt. Mr. Chairman, will the gentleman expand on that? 
Do you mean over the recent weeks and months or over the last 
several years? 

Mr. Estes. The immediate upsurge was over the last 6 months, 


roughly. 


COST OF HELLER REPORT 


Mr. Rooney. Looking at the budgets for 1954 and 1955 and esti- 
mated for 1956, it would appear that communications services in 1954 
were $1,868,000; in 1955 they were $1,803,000; and that you now 
request in your regular budget $1, 996, 000. So that in regard to 
communications services, after spending ‘almost a quarter of a million 
dollars on the Heller report not much attention has been given to its 
recommendations. Is that a fair statement? 

Mr. Carpenter. Mr. Chairman, the Heller report covered a period 
after Mr. Lourie had come in as Under Secretary for Administration 
and was to accomplish certain objectives. I think Mr. Lourie was 
responsible for bringing in the Heller group, and his reason was because 
of the serious budget cuts that had been made. He thought an 
independent management group should review the Department 
operations and he selected the Heller organization for that purpose. 
I think it is fair to say that in my own experience, the recommenda- 
tions of such survey groups are not always adopted. I think manage- 
ment should review carefully all recommendations made and adopt 
those they think are beneficial and practical. 

Mr. Rooney. These surveys are made at the expense of the Gov- 
ernment and very often their paid-for recommendations are not 
followed. We find, Mr. Coudert, in regard to radio station WRUL 
in Boston, which has been allowed $200,000 for broadcasting services, 
that their broadcasting is not worthwhile. The Voice of America 
now finds that out. 
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Mr. Couprertr. You mean the surveys indicated the broadcasts 
were not worthwhile? 

Mr. Rooney. Yes. Now, months later, and after the Senate has 
given them every dollar they asked for, they say the majority of 
programs initiated on shortwave were not rebroadcast on longwave, 
and further that a relatively small percentage of the radio owners in 
the area covered had ever listened to WRUL programs. In this 
instance it would appear they should have paid attention to their 
own surveys. 

Mr. Carpenter. There were some 40 recommendations in the 
Heller survey and we are in the process of implementing about 27 
of them. I believe our positive rejections were six and the balance 
we still have under consideration. 

Mr. Roonery. Off the record. 

(Discussion off the record.) 

Mr. Rooney. We shall now adjourn until 2 o’clock, at which time 
we will hear Secretary Hoover. 


AFTERNOON SESSION 
HELLER REPORT RECOMMENDATIONS 


Mr. Roonry. This morning, Mr. Estes, we asked for some figures 
with regard to the Heller report. Do you have those figures now? 

Mr. Estes. No, sir; I have not had an opportunity since this morn- 
ing to check that. 

Mr. CarpentER. You mean the reductions? 

Mr. Rooney. Yes. 

Mr. CarpEnteER. Yes, sir. 

Mr. Estes. I was working on something else, the telegraph volume 
increases. 

Mr. Roonry. We were talking about communications at that 
point. 

Mr. CarprenterR. You are asking now about the reductions which 
the Heller report recommended, reductions of telegraph volume. 

In fiscal year 1954 it recommended $33,062, and in fiscal year 1955 
$255,748. 

(The information referred to above may be found on p. 214.) 

Mr. Rooney. According to this report—and I am looking at a 
2-page mimeographed statement just immediately previous to tab 
B—did the Heller organization recommend the reduction of $29,815 
in connection with couriers? 

Mr. Carpenter. Yes, sir. That is for 1955, sir. $9,421 for 1954. 

Mr. Rooney. Yes. And $29,815 for 1955? 

Mr. Carpenter. Yes, sir. 


REQUEST FOR ADDITIONAL COURIERS 


Mr. Rooney. Now we are confronted with a request in the amount 
of $177,339 for 11 additional couriers; is that correct? 

Mr. Estes. Yes, sir. 

Mr. Preston. First I should like to make this observation: I am 
delighted to see Mr. Estes serving in his present position. I think he 
is a very able man. He has come under my personal observation, 
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and I think he has done outstanding work abroad, notably in Athens, 
Greece. 

Mr. Estes, I was interested in the same item Mr. Rooney just 
addressed himself to. According to the language on page 15 in the 
justifications it is stated: 

Additional tributary service scheduled to tie in closely with the controlled 
trunk route will give specific and sorely needed relief to such posts as Saigon, 
Diarkarta, Singapore, etc. These combined services account for nearly three- 
quarters of the requested funds. 

Mr. Estes. Yes, sir. 

Mr. Preston. Does that mean three-quarters of the $400,000? 

Mr. Estes. Of the amount requested for couriers. 

Mr. Preston. Of the amount requested for couriers? 

Mr. Esrss. Yes, sir; speaking only to couriers in this justification. 
It starts on the previous page. 

Mr. Preston. You are actually seeking 14 additional couriers, are 
you not, instead of 11? 

Mr. Estgs. Yes, sir. 

Mr. Preston. You have a lapse of three? 

Mr. Estes. We have a lapse figure; 14 couriers, with a lapse of 3, 
giving 11 full couriers. 

Mr. Preston. In addition to the $177,000 there is $9,660 for 
travel to take the couriers to their posts abroad? 

Mr. Estes. Yes, sir. 

Mr. Preston. So it totals about $187,000. 

I was interested in the comment Mr. Rooney made. How do you 
justify this request, in the light of the Heller recommendation? 

Mr. Estes. In the first place, what I have to say now, Mr. Preston, 
of course goes back to what I have been informed, not having been 
here at that time. I have gleaned this information since I came back. 

With respect to the courier situation specifically, a number of 
routes were reduced and a number of couriers were eliminated. Great 
advantage was taken of the military and combined military air route 
services, with the military actually carrying our material to a central 
point. 

There have been recent changes, particularly in the Far East, in 
the military routings. If I recall correctly it is from a twice weekly 
toa once weekly service out of Manila to Saigon, which is interrupting 
the flow of material, at a time when it is needed very badly. We 
need much more rapid service. It helps push up the telegraph 
traffic when you do not have it. 

In Austria, as a result of the treaty situation in Austria, the military 
are withdrawing air and courier service into that country, which is 
now sovereign. We must fill in the vacuum. 

In the Near East the MATS changed their flight schedules to 
Asmara, which is our central distributing point. It has been back- 
loging pouches as much as 8 days at places like Addis’ Ababa. 

There are changing conditions from the time of the Heller report. 


SALARIES OF COURIERS 


Mr. Preston. I am somewhat surprised at the salary grade for a 
courier. It seems to me it is pretty low. 
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Mr. Esres. Yes, sir. For that type of operation it is. They get 
a lot of young men, who enjoy the travel. Generally they are 
unmarried. 

Mr. Preston. I would think they would have to be. 


IMPROVEMENT OF Passport OrrFice FACILITIES 


Mr. Rooney. Next we shall consider the request in the amount of 
$636,000 for the Passport Office and agencies. You have a general 
statement, Miss Knight? 

Miss Kniaur. Yes, sir. 

Mr. Chairman, this little packet contains a summary statement and 
a general statement, which takes about 9 minutes to read. 

Mr. Rooney. It takes about how long? 

Miss Knicur. About 9 minutes. Would you like me to read that? 

Mr. Roonry. Very well, please proceed. 

Miss Knicur. I regret my initial appearance before this committee 
is in behalf of a supplemental to the 1956 budget for the Passport 
Office, but this is the result of a situation over which the Passport 
Office has no control. 

The justification for the requested supplemental is a matter of plain 
facts and figures. As you may know or have suspected, the American 
public is on a colossal traveling spree. Perhaps this phenomena 
should have been foreseen but, with changing world conditions, it is 
difficult to predict public reaction. Consider these factors: The war 
scare has subsided; there are more paid vacations; travel facilities are 
expanding; tourist and family rates are very attractive; credit travel 
is in its infancy (we don’t know where that will lead us) ; more retire- 
ments, adequate pensions and social security have prolonged the 
travel-life-span. By that I mean, Americans begin traveling at a 
tender age and keep on traveling to a ripe old age. All these factors 
contribute to the phenomenal workload which has descended on the 
Passport Office this season with no respite in sight. 


INCREASE IN VOLUME OF WORK 


There were 434,644 passports issued or renewed during fiscal 1954. 
It is estimated that fiscal 1955 will establish a new record with a min- 
imum of 480,000 passports issued or renewed. It should be remem- 
bered that this greatly increased workload is being carried by fewer 
personnel and on a lower budget than was the case during the 1954 
season. 

I have been very disturbed at the mounting number of telegrams, 
telephone calls, and letters constituting second, third, and, sometimes, 
fourth inquiries regarding the delayed issuance of a passport. Twenty 
years ago, when the traveler experienced a leisurely 7- to 10-day 
crossing of the Atlantic by ship, he did not mind waiting 2 or 3 weeks 
for the processing of his passport. Today, when Europe is a day or 
less away from any part of the United States, and tomorrow, when 
jet travel will make any part of the world a matter of a few hours 
from our embarkation ports, the prospective traveler expects his pass- 
port application to be processed at similar speed. The Passport 
Office is not geared to these demands. We do not have the person- 
nel, nor the equipment, nor the machinery and facilities, nor the 
space to do the job. 
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As a result of numerous complaints from Members of Congress 

who have been unable to get telephone calls through to the Passport 
(Office, I had a telephone traffic survey made from May 19 through 
95, a total of 5 working days. A counting machine was attached to 
the four lines coming into my office. Three girls answer telephone 
inquiries directed to me, and they handled 2,285 calls in the 5-day 
period. That boils down to 457 calls per day or 152 calls per girl. 
In addition, these girls take care of visitors and counter customers 
who require special handling. I don’t have to tell you what this 
type of pressure does to one’s nerves and physical well-being. 
’ For the same period, May 19 through 25, I asked my staff officers 
to jot down, if they had the time, the incoming and outgoing calls’ 
they handled personally. This was not a complete check—just a few 
staff officer lines—so that I could tell where the major strains and 
stresses hit. Some 13,097 calls were reported completed and, according 
to the chief telephone operator of the Department of State, over 5,000 
were incompleted—in other words, there were 5,000 phone calls that 
never got through to the Passport Office because at no time were there 
less than 22 calls per line waiting clearance. When you consider that 
some of these are long-distance, station-to-station calls, you can well 
imagine the type of reception we get from a citizen who has been trying 
for 2 or 3 hours to get through to us from New York, Florida, Ohio, 
Georgia, Washington, and other far-distant parts of the country. 
The Public Inquiries Office averages 250 calls per girl per day. Of 
further interest to you is the fact that 25 percent of the calls handled 
in my own office are congressional. Lately, I’ve had some pretty tart 
telegrams and letters from Members of Congress and their staffs 
complaining of being unable to reach my office by telephone. 

Some Passport Office employees are on a 6-day week, 12 to 14 hours 
a day. The people putting in this type of overtime are doing it 
voluntarily because of their sense of responsibility, but it is a nerve- 
wracking experience and should not be tolerated. The chief of the 
Chicago passport agency was taken to the hospital last week in a state 
of physical exhaustion; the New York office has been so harassed by 
lines of applicants, irate citizens and special emergency cases, that I 
have been urged to take remedial action before members of that 
staff collapse on the job. One of the young ladies in my immediate 
office, who handles the great bulk of congressional calls, is presently 
under a doctor’s care because of ulcers. We cannot work any harder 
or put in longer hours than we do. 

Incoming followup telegrams inquiring about applications average 
350 per week. If we could reduce our processing time from 4 to 2 
weeks or less, we could halve the inquiries. If we could reduce our 
processing time to 1 week, we would almost eliminate telegraph 
inquiries. 

Our backlog has piled up to an alarming degree. By June 10, 1954, 
there was a noticeable letup in the receipt of applications for passports. 
This year, as of today—June 13—we are still handling peak loads. 
his year the mass exodus started in April instead of May and, appar- 
ently, will continue through June into July. As of May 31, 1955, 
domestic passport searching was 7,000 cases in arrears; passport proc- 
essing was 5,800 cases in arrears; carding and indexing of applications 
was 18,000 in arrears; unfiled applications were 225,000 in arrears; and 
tie correspondence pool had 1,074 unanswered letters. 
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OVERTIME AND TEMPORARY EMPLOYMENT 


The customary solution to handling peak loads during the rush 
season has been to employ temporary or overtime help. This is no 
longer satisfactory from the standpoint of efficiency, effectiveness, and 
expense. Travel statistics indicate that the busy season is spreading 
over a 9-month period, with a noticeable superpeak in April, May, 
June, and July. Temporary employees too often are disinterested j in 
their jobs; the incidence of carelessness is considerably greater than 
with permanent employees, and their attendance records are not too 
satisfactory. You will note on page 11 of the justification sheets that 
I have reduced personal services by $110,000 due to the elimination of 
most of the overtime and tempoary employment with which we have 
been operating. 

Mr. Rooney. Page 11, did you say? 

Miss Knicur. Yes. 

Mr. Wiiper. That should be page 19. 

Mr. Rooney. Let me get this thing straight. You evidently have 
a different page number from the page number we have. You claim 
credit for a reduction of $110,000? 

Miss Knicur. Yes. We have been putting that amount in over- 
time and temporary pay and as I understand it we have eliminated 
that. 

Mr. Roonry. You want to do away with overtime employment 
and temporary employees and make them permanent, so you deduct 
$110,000, which is the amount for w. a. e. or temporary employees, 
and now submit a figure which is far in excess of what it presently 
costs to run the office if you put these employees on the permanent 
payroll. Is that correct? 

Miss Knicur. That is correct. 

Mr. Rooney. I want the record to be clear on that, 


OUTLOOK FOR TRAVEL TO FOREIGN COUNTRIES 


Miss Knicut. I would like to quote several travel authorities whose 
opinions and predictions carry considerable weight. Mr. Russell E. 
Singer, executive vice president of the American Automobile Associa- 
tion, has stated that: 


We recently made a study of the European travel outlook for the immediate 
future and the long range. Our international travel department was in touch 
with all of the major airlines and steamship companies in transatlantic service and 
our affiliated clubs across the country surveyed their members. 

We found that an estimated 500,000 persons, and possibly more, are due to visit 
Europe this year, representing an increase of at least 10 percent over the pre- 
ceding year. 

* * * We note now that more and more people are leaving in advance of the 
summer rush, or after it is over. Thus, I believe we will see instead of the 3- 
month peak, a 5- or 6-month peak * * *, 


On May 23, 1955, American Aviation Publications, Inc., in 4 
specially prepared report, released the following information: 


International air travel between the United States and foreign countries, ex- 
clusive of travel over land borders, has been moving up by leaps and bounds. 
Prior to World War II there was no air travel between the United States and Eu- 
rope, and a negligible amount across the Pacific. Only to South America was there 
any sizable amount of air travel, and this was quite small in volume. 

International, or overseas, air travel got its real start in 1946, but equipment 
shortages have been prev alent on all airlines until the present time, and even in 
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the summer of 1955 there is insufficient equipment to handle the demand. Much 
new equipment is being acquired by both United States and foreign carriers during 
the remainder of this year and during the next 2 years, so that capacity (seats 
available) will be substantially increased in the near future. 

All travel experts agree that international air travel, now hardly more than 
l decade old, is still in its infancy and that the big era of mass movement by air 
is still to come. Factors aiding this boom are (1) the “‘travel now—pay later”’ 
sland which are developing the mass market; (2) delivery of new equipment to 
meet the demand; (3) the coming jet transport era (1959 and on) which will bring 
Europe within a daylight flight of the United States and thus avoid the present 
overnight trip now necessary; and (4) lower fares. A fifth factor may well be the 
starting of service by still more airlines, such as the German Lufthansa in June 
1955, and Varig (Brazilian) in August 1955, and others, since each new airline 
stimulates additional travel. 

There is every indication from current air traffic statistics, fiscal years 1954 
and 1955 will be substantially ahead of fiscal 1953. In fact, trans-Atlantic air 
carriers are booked up solid for the summer months despite the considerable 
increase in seat capacity. 

It should be worth noting that the additional increases in air travel will come 
largely from those who have never before applied for passports and who have 
never traveled abroad. All media of transportation, and all travel agents, are 
endeavoring to tap the mass market of those who have never gone abroad 
before * * * 


PASSPORT OFFICE OPERATIONS SINCE 1948 


Now, I would like to call attention to several charts which I believe 
give & ¢ ‘lear and pointed history of the Passport Office operations since 
1948. 

Chart No. 1 shows the growing demand for passport services. 
Nineteen hundred and fifty was Holy Year and in 1951, if I remember 
correctly, there was a slight war scare; the demand, however, did not 
drop below the point where it would have been had we not had the 
heavy demand for travel during 1950. You will note that 1955 is 
moving right up and, as of today, there is no indication of a reverse 
trend. 

Chart No. 2 indicates that the residents of 10 States received 65 
percent of the passports issued and renewed during calendar year 1954. 
These figures run higher but in about the same proportion for 1955. 
I will not have them ready for another 6 months. 

Chart No. 3 gives the story of the workload as against the per- 
manent positions authorized. As the work went up, the number of 
positions allowed the Passport Office went down and the slack was 
taken care of, more or less, by temporary or part-time employees. 
As I indicated previously, this is no longer a satisfactory way of han- 
dling so important a problem, especially since we know the situation 
will get worse as more people get the yen for traveling. 

Chart No. 4 is a pie chart indicating Passport Office expenditures 
for permanent, temporary, and overtime personnel. For instance, in 
1951, we used only 3.4 percent temporary help with six-tenths percent 
overtime. Compare this with 1955 when we are forced to use 13 per- 
cent temporary, 7 percent overtime, and only 80 percent permanent 
employees. The increase in the cost of this type of operation is 
charged off to temporary and overtime work. It’s not efficient. 


RECEIPTS EARNED BY PASSPORT OFFICE 


Chart No. 5 is a cheerful one because it shows how much money we 
bring into the Treasury. The Passport Office is proud of its contribu- 
tion to the United States Treasury. We make our deposits regularly 
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and you must admit that we are unique in this respect. All I ask is 
for a small return so that I can direct the Passport Office at a high 
level of efficiency. I want it to be an outstanding service to you, 
your constituents, and all American citizens. 

Mr. Rooney. Under this proposed setup there would be less money 
paid into the Treasury of the United States. You see, you want to 
take credit for the fees but you do not want to take responsibility for 
the increase in appropriations to run the office. 

Miss Knicur. Mr. Chairman, I think more people will be traveling 
so we might be getting more money in fees. 

Mr. Rooney. They have to have passports, and as long as the 
passport fees are at the amount they are, and there is even talk of 
increasing passport fees, this is good business; but it is one of the 
activities of the Government which has made a profit and has always 
made a profit. 

What about this matter of streamlining, as mentioned at page 19 
of the justifications? 

Miss Knicutr. When I mention streamlining, I mean getting some 
modern machinery. I think there is office equipment available that 
might help us expedite passport processing. 


INCREASE IN PERSONNEL 


Mr. Rooney. I do understand that you may need some new machin- 
ery and some new equipment, but this refers to personal services, 3 
officers and 2 secretaries. These would be new employees in that 
area? 

Miss Knicur. Yes, they would be additional employees. 

Mr. Roonry. What grades would they be? 

Miss Knicur. The new people I am asking for would be: 

Three GS—14’s; one GS-13; one GS-12; two GS-11’s as attorneys; 
and another two GS-11’s as legal assistants; five GS—9’s; six GS-7’s; 
six GS-5’s; twenty GS—4’s; and forty-three GS-3’s. That is a total 
of 89. Actually what that comes to is an additional 20 positions 
above GS-7 and 69 below. 

Mr. Rooney. With regard to the 3 officers and 2 secretaries men- 
tioned at page 19, I wish to ascertain the grade of those people. These 
are the people whom you say will comprise a team ‘“‘to conduct a 
comprehensive survey of the continuing needs of the Passport Office 
and the agencies with a view to streamlining the operations and plan- 
ning for anticipated workload increases”’ and so forth. 

Miss Knigur. Yes, sir. They are in my immediate office, sir. 

Mr. Rooney. And what would their grades be? 

Miss Knicur. The three would be GS-14’s and the secretaries, 
1 believe, would be GS—5’s. 


PHYSICAL CONDITION OF PASSPORT OFFICE 


Mr. Rooney. Do you have those photographs which some while 
ago were shown to me with regard to physical conditions down there? 

Miss Knicut. Yes, sir [producing photographs]. 

Mr. Rooney. I do not know if all members of the committee have 
seen them. 

Mr. Preston. I have not seen them. 
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Mr. Couperr. I have not seen them. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Miss Knraut. Just as serious as the physical deterioration of the 
Winder Building is the fact we do not have sufficient office equipment 
such as file cabinets, typewriters, and other machinery which I 
am requesting. 

Mr. Rooney. It would appear from these photographs that you 
certainly need new facilities in the way of filing cabinets and machinery 
and up-to-date mechanical equipment. Whether or not an increase 
of 43 percent in personnel is justified, since the fees only run between 
$3.1 million in 1954 fiscal year and $3.5 million in fiscal year 1955, is 
something else. 

Miss Kniaur. I think we will be over $4 million this year. The 
$3.5 million on the chart is a very conservative estimate. I do not 
have an exact dollar figure as of today, but I think it will be over 
$4 million this year. 

Mr. Roongry. I would suppose that this matter of Pan American 
and other American international airlines selling travel by a small 
downpayment and financing the rest of the trip abroad would have 
a great deal to do with the workload in the Passport Office? 

Miss Kniaur. Yes, sir. 

Mr. CLevenGceEr. | do not want to be a part of an operation where 
the health and physical safety of the personnel as well as the sefety 
of the records are endangered. I think these photographs present a 
terrible picture. I did not know a Government office was operating 
under such circumstances. 

Mr. Stxes. Where is your new building to be? 

Miss Knicur. I understand a decision is expected Wednesday. It 
depends on whether another agency moves out of its present quarters, 

Mr, Rooney. Is that the building on Constitution Avenue? 

Miss Kniaur. Yes. 

Mr. Stxes. Where is the request now? 

Miss Knieur. Last Thursday GSA had a meeting on this matter. 

Mr. Stxss. GSA is working on it at this time? 

Miss Knigut. Yes, Mr. Mansure (Administrator of GSA) is working 
on that. 

Mr, Wiser. With the Bureau of the Budget, and the document 
sent by the Bureau of the Budget called for earmarking an item of 
$233,000 for rental in the District; so if we get a new building that will 
revert to the Treasury. 

Mr. Preston. I might say after looking at these pictures that I do 
not wonder why you lose passport applications, at least temporarily; 
you generally find them? 

Miss Kniaut. Yes; we generally find them but it takes time. 

Mr. Sixes. It looks as if you have some 1848 equipment, too. 

Miss Knieur. I would not be surprised. 

Mr. Rooney. Of course these photographs which have been ex- 
amined by all the members of the committee will not appear in the 
published record, but it would seem from them that there are many 
weird physical details of the Winder suilding and the activities of the 
Passport Office. 
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STOLEN PASSPORTS 


In this connection, and particularly with regard to security of that 
building, it might be well if you would tell us something about the 
prevailing rate for a stolen American passport abroad and how im- 
portant it is that the Passport Office be absolutely secure so that your 
passports may not be stolen. 

Miss Knieur. Should this be off the record? 

Mr. Rooney. I think it should be. 


(Discussion off the record.) 


LOST PASSPORTS 


Mr. Rooney. Do you have any idea of the total number of passports 
lost during the course of a year? 

Miss Knicur. No. That is a survey we are working on now. We 
will make a check of reports for April, May, June, and July, during 
which time travelers and tourists lose a number of passports. 

Mr. Rooney. Do you not have a ready system by which you can 
ascertain that? 

Miss Knicut. No. The reports come in to us from the embassies, 
legations, consulates, and passport agencies when they get inquiries 
or are advised of the loss by the traveler. 

Mr. Rooney. You do not learn about a lost passport until you learn 
that a substitute for a lost passport has been issued; is that correct? 

Miss Knicur. That is substantially correct. We learn of the lost 
passport when authority to issue a replacement is requested of us. 

Mr. Rooney. We spoke several weeks ago about my suggestion 
of having the American immigration officer pick up the passports 
after the traveler’s return to this country and having him return 
them to you, in which case the average traveler would be more par- 
ticular about where he left his passport, knowing he would be in- 
volved in a lot of redtape when he arrived at these shores. 

Miss Knieut. I think that is worth looking into. 


SPOILED PASSPORTS 


Mr. Rooney. With regard to spoiled passports, they cost how 
much? We have always had an item of loss for spoiled passports 
over the years. 

Miss Knicurt. In typing, you mean? 

Mr. Rooney. Yes, and as a result the passport has to be destroyed. 

Miss Knicur. A spoiled passport is torn and burned. The pass- 
port costs the Government about 30 cents. 

Mr. Rooney. And that runs into quite a sum, as I recall from Miss 
Shipley’s testimony over the years. 

Miss Knicur. $15,000, I believe. 

Mr. Rooney. Would you say the employment of w. a. e. or tem- 
porary employees in connection with the typing of these passports 
and the resultant spoiling of them have some connection? 

Miss Knicurt. I think so. The temporary employee is not quite 
as devoted to the work. It is a tiresome job to type out names and 
addresses which appear on the second page of a passport. It takes 
a lot of concentration and some training to use the specially designed 
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flat-bed presses used for this work. At the present time I have good 
typists on that job but they are working 6 days a week. I also find 
that after a certain hour in the day, say after 4 o’clock in the after- 
noon, the incidence of error does increase, and for that particular 
section I am asking additional personnel so that these girls can get 
some relief from that very strenuous work. 


RENTAL OF NEW BUILDING 


Mr. Roonsy. At page 25 will be found a breakdown of the request 
in the amount $393,000 in connection with the rental of a new build- 
ing. The first figure, $233,000, is explained as being rental of 
70,000 square feet at $4 per square foot, less 2 months’ lapse. 

Miss Knicut. We got all these figures from GSA. 

Mr. Rooney. In the event you were to get the building on Con- 
stitution Avenue, what would be the status of this $233,000 request? 

Miss Knicut. We would save that money. 

Mr. WiiBer. We would still have the moving. 

Mr. Rooney. I am speaking of the $233,000. That would be 
entirely saved? 

Miss Kniaur. Yes. 


COST OF MOVING TO NEW BUILDING 


Mr. Roonry. How do you estimate the moving cost of $70,000? 
Would it cost that much to move you from 17th Street to about four 
blocks away? 

Miss Knigur. That is what GSA told me. 

Mr. Rooney. You are merely forwarding to us figures given you 
by GSA? 

Miss Knicur. Yes, on this particular item. GSA advised me that 
was their estimate. 

Mr. Hpnprerson. May I say something? 

Mr. Rooney. Yes, Mr. Secretary. 

Mr. HenpERSON. First I want to tell you I was very sorry I could 
not be here this morning. I was out of town and had planned to 
come back tonight, but I came back earlier so that I could be at a 
part of this hearing. 

I think those figures would include the cost of installations, tele- 
phones, buzzer systems, and so forth. 

Mr. Rooney. No; this is moving cost and nothing else. There is 
4 $70,000 item for alterations to new space. This is all very nebulous, 
it would seem to me, because it may well be if you get the building 
on Constitution Avenue you will not need $70,000 for alterations. 

Miss Knieut. I do not think we would, because I understand many 
0! the walls are adjustable partitions and they can be taken down 
very easily. 

Mr. Rooney. Whom would this money be appropriated to? Would 
it not be appropriated to the Department of State to be turned over 
to GS A? ? 

Mr. Witser. That is correct. There was a limitation with regard 
to te rent in the District that was a part of this total, but if it were not 
used for that purpose it would revert to the Treasury: 
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Mr. Roonry. If you get the building on Constitution Avenue you 
will not need the language for rental at all; you will not need ‘the 
$233,000; and it looks to me like you should be able to move 4 bloc ‘ks 
for less than $70,000. 

Your present square footage is how much? 

Miss Knieur. Sixty-three “thousand square feet. 

Mr. Rooney. What is the square footage of the building on Constie 
tution Avenue? 

Miss Knicur. Seventy thousand square feet. 

Mr. Sikes, Presumably, the new building will be in better and more 
modern condition, and a “higher percentage of space will be available 
for use? 

Miss Kniaur. Yes. 

Mr. Sikes. So that you could have more room than the compara- 
tive figures indicate? 

Miss Knigutr. Yes. We would have more room and we could 
arrange our files in better order so that we would get better efficiency 
out of them. At the present time we have files on 9 floors in 3 
buildings. 


GENERAL SERVICES ADMINISTRATION ESTIMATES OF NEW QUARTERS 


Mr. Rooney. It might be well if we inserted a copy of the letter 
from General Services Administration at this point in the record. 
(A copy of the letter referred to is as follows: 


GENERAL SERVICES ADMINISTRATION, 
Rreion 3, 
Washington 25, D. C., May 27, 1955. 
Miss Frances G. Kniaut, 
Passport Division, State Department, Washington, D. C. 

Dear Miss Kmient: Mr. Miller, our regional director, has asked me to ccnfirm 
the estimates which he recently gave you verbally. Following up your rec nt 
discussions with Mr,;'Miller respecting the acquisition of more appropriate quar- 
ters for the Passport Division, we have estimated the costs to the best of our 
ability as follows: 


Renta!, 78,000 square feet at $4 per square foot $312, 0C0 
Moving, 78,000 square feet, at $1_ D185 [ 78, 000 
Alterations, 78,000 square feet, at im. tial 78, 000 
Security guarding - : 20, 000 


Total. —._ te : 488, 000 
These costs are over and above funds now available to the GSA since we would 
continue to operate the Winder Building and assign it to some other agency. 
These estimates are based on recent surveys of the real-estate market and actual 
experience with costs involved. 
If there is any way in which we can be helpful, please call upon us. 
Yours very truly, 
(Signed) F. Kaufholz, Jr., 
(Typed) Frrpinanp KavuruHo.z, JR., 
Deputy Regional Director, PBS. 


SECURITY GUARDS 


Mr. Rooney. Have you any idea as to how they arrived at this 
item called Sec urity Guards? 

Miss Knicut. No, sir, I have not. 

Mr. Roonry. Do you not presently have security guards at the 
Winder Building? 
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Miss Knicur. Yes. 

Mr. Wivtser. You do not have 24-hour guard service, do you? 

Miss Knicut. Yes, we do. I have been thereat ‘all hours of the 
day and night and there has always been a guard there. 

Mr. Rooney. Are these guards mentioned in this GSA letter 
permanent guards or are they temporary guards in connection with 
the move? 

Miss Knicut. They are permanent guards. 

Mr. Roonry. How many? 

Miss Knicur. Probably the same as we have now. 

Mr. Rooney. Four? 

Miss Kniaent. I think so. 

Mr. Rooney. You have four guards now? 

Miss Kniaut. Yes. We would not need any more in another 
building. 

Mr. Roonry. Then you would not need this requested $20,000? 

Miss Kniaut. No, but someone told me about a month ago that 
there was some question about keeping guards in our present building. 
GSA wanted to cut the number of guards. 

Mr. Roonry. But you have money under your present appro- 
priation to pay guards? 

Miss Knieut. That is right. 

Mr. Roonry. So why would you need more guards, particularly 
since the new building would be a better one from a security stand- 
point? 

Miss Kniaur. I do not know. 

Mr. Wiiser. We only pay GSA for guard service over and above 
the minimum they will provide. 

Mr. Rooney. To get the record straight at this point, is there 
money in the regular budget in the pending regular bill for security 
guards for the Passport Office? 

Mr. Wiser. I would have to check that. I find there is none and 
the $20,000 is to pay the guards needed to secure the new location 
which are additional to the guards presently budgeted by GSA. 


STREAMLINING OF OPERATIONS 


Mr. Srxus. Will you tell us what you have in mind in regard to 
streamlining operations, which I assume is meant to include the use 
of more modern equipment that you now are using? 

Miss Knieut. Mr. Sikes, we are in the midst of a preliminary 
study of that. Last week I invited the Bureau of Standards and the 
GSA engineers to make a study of our basic requirements and the 
type of machinery that we should consider for the streamlining of 
some of the hand operations we are doing now. I want to do that 
first, because if I call in the manufacturers of office equipment I might 
very well find myself faced with a sales talk, and I first want to know 
what I need and what I can use, and after GSA and the Bureau of 
Standards come up with their recommendations, I thought I would 
consult some of the office equipment companies and consider their 
suggestions. 

_Mr. Stxes. Do you know how long will be required for that informa- 
tion to come to you? 

Miss Knight. I think it will take almost 60 days. 
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Mr. Srxes. It is probable that the results from that survey will 
have some bearing on future appropriations, but it is conceivable 
that the time required to weigh these recommendations and discussions 
with muanufacturers would take you pretty well through the coming 
fiscal year. 

Miss Kniaurt. I thifik it might. The machinery experts tell me it 
takes from 18 moriths ‘to 2 years to ‘build a machine that is designed 
specifically to meet a need, such as gluing the picture onto the passport, 
sealmg and stamping it ‘in one operation. 

Mr. Srxzs. This committee would be interested in having the 
benefit of the recommendations that are made to you and the steps 
that are taken by your office in implementing those recommendations; 

Miss Kniaut. | will be glad to send you a report in 60 days as to 
what has been recommended and what we intend to do. 

Mr. Srxss. I think we all recognize that you have worked under 
difficult circumstances, an inadequate building, and a lack of adequate 
facilities and equipment, plus an unprecedented amount of work. 
But I have always’found your Office most cooperative and efficient, 
and I think you have done a splendid job in spite of the difficulties; 

Miss Knieut. Thank you. 


ADDITIONAL PERSONNEL REQUESTED 


Mr. Rooney. I wonder if there is any inconsistency involved in 
connection with the second paragraph from the bottom of page 19, 
which deals with the streamlining and the 3 officers and 2 secretaries 
required ‘to make recommendations as to necessary organizational, 
procedural, and managerial changes and the fact you are right now 
asking for 89 new employees before you get the answer of these people 
mentioned in this paragraph? 

Miss Knicut. Well, the 89 employees, Mr. Chairman, would help 
us catch up on our backlog. We have a tremendous backlog of 
work, and I do believe that if we take these people on according to 
my reorganization plans, which should come into effect in the next 
30 to 60 days—— 

Mr. Roonry. You would not expect to come along and ask for 
additional employees beyond the 89 now requested, would you? 

Miss Knicur. Oh, no; because if I get more clerks than I can use 
6 months from now, I feel reasonably sure they can be absorbed in 
other areas of the Department. 

Mr. Rooney. Other areas of the Department? 

Miss Knieur. Yes. If I find I donot need as many clerks in 6 or7 
months from now, they would be taken out of the Passport Office. 

Mr. Witser. Miss Knight means attrition vacancies. 

Mr. Rooney. Off the record. 

(Discussion off the record.) 

Mr. Covpvert. Miss Knight is a very persuasive witness. I have 
no questions. 

Mr. Rooney. Thank you. I suggest you keep in touch with us 
to let us know what transpires Wednesday as to the building on 
Constitution Avenue. 

Miss Kniaur. Yes, sir. 
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OFFICE OF PERSONNEL 


Mr. Rooney. The final item with regard to the $2,256,000 addi- 
tional request for “Salaries and expenses, Department of State, is the 
$1,220,000 requested for the Office of Personnel, which is claimed to be 
due to the provisions of Public Law 22. 

Mr. Wilson, I take it that you are the gentleman who is the boss of 
this area and that you will have a statement to make with regard to 
this request. 

Mr. Witson. Yes, sir. 

Mr. Rooney. It might be well, Mr. Wilson, if, before you proceeded 
to present this item, we inserted at this point in the record the chart 
at the upper half of page 26-27 of the justifications. 

(The chart referred to follows:) 


OFFICE OF PERSONNEL 


This estimate is required for the following activities: 


1. Additional salary costs for lateral entry of departmental, Foreign 
Service staff, Foreign Service Reserve and a limited number of 
other Government agency employees into the Foreign Service 
Officer Corps 

2, Hardship post differential payments for Foreign Service officers 
and Foreign Service Reserve officers 

. Home service transfer allowance 

. Educational allowance for Foreign Service employees assigned 
overseas 

5, Medical examinations, inoculations, and vaccination of dependents - 

Support staff (medical and allowances, lapsed 30 percent) 


Mr. Rooney. You may proceed, Mr. Wilson. 
Mr. Wiison. Thank you, sir, Mr. Chairman. 


GENERAL STATEMENT 


Mr. CuarrMAN, I would like to summarize briefly the main changes 
in the Foreign Service Act which the Congress has made in enacting 
Public Law 22. There are 12 significant amendments to the basie 
law. Seven of these provisions, while extremely important to us, do 
not require funds for implementation. Among these provisions are: 
Extension of the 4-year limit on assignments in the United States; 
extension of the selection out system to Foreign Service officers of 
class 1; making officers of. other Government agencies eligible for 
lateral entry; limiting the amount of gratuities paid Foreign Service 
officers who are slected out; and permitting reimbursements between 
appropriations. 

The five other amendments with which we are particularly con- 
cerned today do require additional appropriations. These provisions 
are designed to improve the conditions of employment so that quali- 
fied individuals may be attracted to and be retained in the Service. 

The first item of $60,000, which is discussed in detail on pages 
26-27 of the estimate, results from an amendment to facilitate the 
integration program. Because of minor differences in the respective 
salary schedules for civil service, Foreign Service staff and Foreign 
Service officers, appointments as Foreign Service officers at the near- 
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est equivalent salary rates in the FSO salary schedule involve an ayer- 
age salary adjustment-of approximately $100 per lateral entrant. 

The second item, for $400,000, which is discussed on page 28 of the 
estimate, corrects an equality in treatment among civilian personnel 
overseas. Foreign Service officers and Reserve officers have not 
been eligible in the past to receive hardship post differentials when 
stationed at isolated, dangerous and disease-ridden posts. Under 
Public Law 22, a Foreign Service officer is now permitted to receive 
the hardship differential, if any, prescribed for his post; or, if the post 
happens to be one of those designated as unhealthful, he may elect to 
receive instead, time and one-half credit for retirement for periods 
served at the unhealthful post. 

The third item—for $110,000—discussed on page 29, provides for a 
home-service transfer allowance. This allowance consists of a token 
sum to offset the unreimbursed expenses of making a move from a 
foreign post to the United States and a temporary lodging payment 
to defray the expenses of a hotel room upon arrival here. 

The fourth item, $600,000, relates to the most important financial 
and morale problem confronting Foreign Service personnel stationed 
outside the United States, namely the education of their children. 
This is discussed on pages 29 and 30 of the estimate. 

Let me give you a few illustrations. In the Office of Personnel, we 
recently received a letter from a Foreign Service employee in Mara- 
caibo, Venezuela, stating that the cost for educating his two young 
children in a school maintained by the oil companies was $1,442 per 
year, amounting in his case to 25 percent of his annual salary. He 
indicated that despite his intense interest in Foreign Service he would 
have to tender his resignation. Foreign Service parents in Budapest 
are paying as much as $1,800 per child to educate them in Switzer- 
land, the nearest country where there is an adequate secondary school. 
Singapore has reported that the nearest adequate high school is the 
Brent School, at Baguio in the Philippines—more than a thousand 
miles away. Costs for educating a child there are $1,540. Children 
of Defense Department employees have had the benefits of United 
States dependents schools free of charge for a number of years, while 
parents of Foreign Service children have had to pay tuition costs to 
these same schools of approximately $250 a year from their own 
pockets. 

As Mr. Henderson has said in his statement, I doubt whether there 
is any other personal problem of greater significance facing the average 
Foreign Service parent today than that of educating his children 
abroad. The appropriation of funds pursuant to Public Lew 22 will 
enable us to relieve the families of the Foreign Service of this particular 
financial worry. 

The fifth provision of the law for which we are asking funds- 
$25,000—appears on page 30 of the supplemental estimate. This is 
to meet the cost of providing medical examinations and inoculations 
to dependents of Foreign Service personnel. 

The establishment of the new allowances and the extension of the 
medical examination and inoculation program to dependents of 
Foreign Service personnel will necessitate strengthening the staff of 
the Allowances Division by 6 positions (4 officers and 2 clerks) and 
the medical staff by 1 laboratory technician and 1 clerk. The esti- 
mated cost of these positions properly lapsed is $25,000. When the 
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new allowances have been established and experience has been gained 
in administering them, it is anticipated that a modest reduction in 
the Allcwances staff will be made late in fiscal year 1957 or in con- 
nection with the submission of the budget estimate for fiscal year 
i958. The additional workload in the medical program, consisting 
primarily of clerical functions incident to examinations and the estab- 
lishment and maintenance of medical files for dependents is a continu- 
ing one and no future reduction is anticipated. 

If the committee has any questions, I will be very happy to answer 
them. 


\PPROPRIATIONS TO DATE UNDER RECOMMENDATIONS OF WRISTON 
REPORT 


Mr. Roonry. How much would this make to date which has been 
appropriated under the recommendations of the so-called Wriston 
repcrt? 

Mr. Wiser. In the regular 1956 estimates, Mr. Chairman, there 
isa total amount of $3,897,304. 

Mr. Rooney. Including this? 

Mr. WiupeEr. No, sir; exclusive of this. 

Mr. Roonry. Was there not something in the supplemental bill 
in the current year? 

Mr. WizgEr. That was $900,000, Mr. Chairman, to make possible 
the continuance of the 2- to 3-year home-leave program. That could 
not, however, be specifically related to the Wriston program. 

Mr. Roonry. To date we have $5,117,304 under this program. 


EDUCATION OF DEPENDENTS 


Mr. Stxes. I want some additional information on the cost of edu- 
cation of dependents. Of course, it has been the policy with the mili- 
tary services for some time for the United States to operate schools for 
personnel with dependents. I recognize the problem on schooling 
which also confronts State Department personnel. Do you propose 
to operate schools also? 

Mr. Witson. No, sir. I might qualify that to one extent, sir: 
There are some cases where we may have small isolated posts w vhere 
there would be reliance placed on the Calvert system and where we 
might form a very small cooperative school, but the only way that 
that would be feasible would be that it would be cheaper to operate a 
cooperative school at a small post than it would be to take advantage 
of the nearest adequate facilities. 

Mr. Stxes. You now propose to take advantage of the nearest ade- 
quate facilities? 

Mr. Witson. Yes, sir. 

Mr. Stxes. At what cost? 

Mr. Witson. It depends on what the situation is, sir. 

Mr. Stxes. Do you propose for the Government ‘to pay the entire 
cost when a child is sent to the nearest adequate school? 

Mr. Wixson. Generally, yes. 

Mr. Stxes. When we estimate the cost of education for the depend- 
ents of military personnel, we allow $240 per child of school age. 
What is your proposed cost per child? 





232 


Mr. Witson. Our proposal, sir, would run somewhat higher than 
that. Where there was a school supplied by the Government of the 
United States, it would be our intention to use it but as an example, 
in Moscow, there is no reasonable school which we could use. Jn the 
Iron Curtain countries there is no school that we could reasonably 
use. There are a number of posts where there are absolutely no 
facilities which we could reasonably use. Our proposal would be 
that we would find the nearest adequate school and that our people 
— be entitled to have their youngsters go to that nearest adequate 
school. 

Mr. Sixes. Let us take the case of the person in Singapore who has 
to send his child to the Philippines at a cost of $1,500 plus annually. 

Do you propose that the Government pay all of that $1,500? 

Mr. Witson. Yes, sir. 

Mr. Srxes. In other words, whatever the cost is, you propose that 
the Government underwrite it? 

Mr. Wuson. I will not say the total cost, no. There is a flat cost 
which we will set up and the individual will be expected to document 
his cost. Now, what I am thinking of, and why I qualify my state- 
ment, is because the law itself provides that there are certain offsetting 
costs. For example, while it will be a modest sum, there are certain 
expenses which parents in the United States, are required to pay, and 
the way the law is written, we have calculated that. So, there will 
not be a total reimbursement. 

Mr. Rooney. Are we to understand that you have not yet had this 
firmed up and that you do not know exactly what the costs are? 

Mr. Wrison. I do not; no, sir. 

Mr. Roonry. How do these costs compare with military allowances 
of the same nature? 

Mr. Wiuson. If they are of the same nature we will use the same 
facilities and, therefore, our costs will not be any higher than the 
military. However, because of the large number of military depend- 
ents, it has been economical for the military to actually establish their 
own schools, but there are particular posts at which our situation 
would not be the same. The military costs for operations only, run 
between $250 and $300 per student. Our worldwide average for 
elementary and secondary school education is $525. 

Mr. Sixes. The cost of education for dependents of military per- 
sonnel runs about $250 a year. For this purpose we appropriate 
slightly lower amount, $240 per student. The difference, which 
witnesses testified is not essential for accreditation, but which pays 
for things that are desirable for the schools such as curtains for the 
windows and additional playground equipment, comes from non- 
appropriated funds contributed by the officers’ clubs and other 
similar sources. Now, going back to the Singapore case, the student 
who is sent to the Philippines for his education will receive his board 
and room and at some schools he would also receive uniforms. Those 
items are normally paid for by the parent as a part of his own con- 
tribution. 

Is that parent to be required to assume an appropriate part of the 
expenses to compensate the Government for the costs which a parent 
normally would assume when his child goes to school? 

Mr. Witson. Yes, sir. We have an offset which is based upon the 
language of the law. It will run somewhere between $25 and $30. 





Mr. Sixes. A year? 

Mr. Witson. Yes, sir. 

Mr. Srxgs. It certainly costs more than $25 or $30 to feed and clothe 
a child. 

Mr. Rooney. For board and uniforms? 

Mr. Witson. No. This is on the total cost. In other words, there 
are certain expenses which in the United States we must pay. 

Mr. Srxgs. In the United States, parents have to pay the food and 
cdothing costs for their children. 

Mr. Witson. That is right. 

Mr. Srxes. I am trying to determine whether your proposed pro- 
gram actually is based on the difference in costs to the average Ameri- 
can family for schools in this country compared with costs to American 
personnel overseas. 

Mr. Wiuson. There are certain books and certain other things which 
we do pay here. We have been working with the Department of 
Health, Education, and Welfare and, as I say, there will be an offset 
and that will be a worldwide offset with the exception of instances 
where we send our people to the military dependent schools. 

Mr. Srxes. Let us consider, for instance, the parent in Singapore 
whose child goes to school in the Philippines. There the child’s food 
costs are going to be met by the Government while he attends school. 
Then, is the parent required to compensate the Government for the 
cost of food, which he would have to bear if the child stayed at home? 

Mr. Witson. No. It is not contemplated that they would. 

Mr. Stxes. Then, you are giving dependants more than an educa- 
tion. You are giving them room and board also. 

Mr. Witson. Well, that is true that they would have to be fed 
were they at home. 

Mr. Stxes. Are you being completely fair to the taxpayer on this? 
The fact that the child is away from home should not automatically 
excuse the parent from providing room and board and should not 
mean that the Government will have to assume the full responsibility 
for feeding and caring for him. 

Mr. Witson. In our testimony before the House committee we 
pointed out that tuition in some cases would involve board and room 
when they were separated from their family. Now, where the young- 
ster is going to school in the local community, obviously, the food 
situation will be taken care of on the same basis that the military is. 
By the same token, the transportation in the local community would 
be handled on the same basis that the military would be handled, 
but where we actually have to send our people many, many miles 
away from the post, we made a very clear explanation that tuition, 
room, and board was a part of the expense that would be included. 

Mr. Stxes. Well, I cannot follow that kind of logic. I believe 
foreign service personnel should be compensated for extra education 
costs that clearly are the result of station assignments, but not 
uate from bearing the normal costs that other parents expect 
to bear. 

Now, you have estimated $600,000 for fiscal 1956 for the entire 
cost of education of dependents, is that right? 

Mr. Wirson. Yes, sir. This is $600,000 for the education allow- 
ances, sir. 
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Mr. Sixes. Does that include all the dependents of the Department 
of State personnel abroad? 

Mr. Wiuson, Yes, sir; all those of school age. 

Mr. Stxes. Will it include all of the college age dependants also? 

Mr. Witson. It includes all school age children, sir. 

Mr. Stxes. I am sure you do not mean we are undertaking now to 
send the children of Department of State personnel to college at 
Government expense? 

Mr. Witson. They only get transportation on that from the post to 
the United States, sir. The same thing would be true for high-school 
students being returned to the United States. They would only be 
entitled to one round-trip ticket per 4 years. In other words, the 
family would send them back here and the transportation would be 
paid by the Government. However, once the youngster hit the 
United States, there would be no reimbursement there in the way of 
tuition or room and board. 

Mr. Sixes. How did you arrive at the figure of $600,000? Do you 
consider it a firm estimate or is it just a guess? 

Mr. Witson, No, this is a firm estimate, based on a survey which 
had been made as to school costs. We have also made a nose count of 
the children which we have. We had, as of March 1, 1955, 2,053 
children, and 34 percent of them were preschool age, which have been 
deducted. 

NUMBER OF CHILDREN 


Mr. Roonry. What was the total number of children? 
Mr. Witson. 2,053. We deducted 698 children, or 34 percent, 


which represents those of preschool age. We then deducted the 
college-age children, which brings us down to 1,027 students. 
Mr. Roonry. How many children do you have of college age? 
Mr. Witson. We had 328 college-age students. 


AVERAGE COST PER STUDENT 


Mr. Rooney. Are you assuming an average cost per student of 
$525 for elementary and secondary education? 

Mr. Witson. Yes, sir. 

Mr. Rooney. That compares with a cost of $250 for military 
dependents, but as you pointed out the military dependents by virtue 
of their number can be educated at a lower cost? 

Mr. Witson. That is right. 

Mr. Rooney. In other words, they can operate schools for them? 

Mr. Witson. That is right. They have a sufficient number where 
it is more economical to operate a school at the post. 

Mr. Roonny. Have you taken into consideration the fact that a 
number of your a ae can go to those schools? 

Mr. Witson. Yes, sir, we ‘have. 

Mr. Rooney. alg ai taken that into consideration in estimating 
this average cost of $525 per student? 

Mr. Witson. Yes, sir, because there are some places, as I have 
mentioned, where the cost is going to be relatively higher. In some 
cases it is going to run about $1,800. I think there are a few cases 
where the cost is going to run in the neighborhood of $2,000. So, we 
have averaged all of our costs. 





Mr. Rooney. Where would that high cost be? 

Mr. Witson. The highest one so far, I believe, is in Budapest which 
is $1,800 for secondary education. 

Mr. Rooney. $1,800 a year for secondary education in Budapest, 
is that right? 

Mr. Witson. Yes, sir. 

Mr. Rooney. Where is the $2,000 one? 

Mr. Witson. I do not have that information with me, but it is my 
recollection that there is one. 

Mr. Rooney. Where is the nearest military school located in regard 
to Budapest? 

Mr. Witson. I believe that is Bonn, Germany. 

Mr. Roonry. What would you pay at the military school in Bonn, 
Germany? 

Mr. Witson. About $250. 

Mr. Rooney. What would the transportation cost be from Budapest 
to Bonn? 

Mr. Witson. That, I cannot say offhand, sir. We can supply that 
for the record, sir. 

Mr. Rooney. Well, it would be quite a savings, would it not, if 
instead of sending a high school student to Budapest at $1,800 per 
year you sent him or her to the military school in Bonn? 

Mr. Witson. You would also have the board and room factor at 
Bonn to satisfy on top of the $250 for the tuition, plus the transpor- 
tation. 

Mr. Rooney. When I said “high school” a while ago, I was referring 
to this category of secondary education. What, if any, as far as you 
are concerned, is the difference between secondary education and 
high-school education? 

Mr. Witson. That is the same thing, sir. Elementary is generally 
grammar school and secondary is generally high school. 

Mr. Roonry. Am I being unduly apprehensive if I were to suspect 
that since the military cost is about $240 and the Foreign Service cost 
is $525 that it will not be very long before the military come along and 
say, “ours should be $525, the same as the State Department.” 
Since the State Department has been arguing for this on the basis 
that the military have it, would I be unduly apprehensive about that? 

Mr. Witson. I think you would, yes, sir. The military as I have 
pointed out have much larger concentrations of people at posts than 
we do, and the purpose of this, frankly, is to obtain an edueation com- 
parable to that which the youngster would gain were he in the United 
States. We are going to have to put up with certain schools which 
are comparable but which, very frankly, will not equate with the 
schools in the United States or the schools which the military can set 
up. So, from our viewpoint it would be to the advantage to our 
people, where they possibly could, to have them go to one of the 
military dependent schools rather than to any other sehool. 

Mr. Rooney. Does the military pay the travel for college students 
of military dependents? 

Mr. Witson. I do not believe they do, no, sir. 

Mr. Rooney. Do they pay the travel for high-school students? 

Mr. Wiison. I do not believe they do, sir, but might I point out 
on that that the military generally have more frequent assignments 
in the United States than we do. Point No. 2: When we furnish 
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transportation to the United States for school, they are not entitled 
to an educational allowance. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 

Mr. Witson. In other words, it is the transportation for the purpose 
of coming to the United States for schooling, and they are not eligible 
for any other allowances of an educational nature. 

Mr. Couperrt. It is not quite clear to me as to whether Public Law 
22, in part, authorizes the payment of college level eductional 
expenses. 

Mr. Wilson, you answered the question by saying that you were 
planning to provide transportation back, but I would like to know 
whether, in fact, or in your opinion, Public Law 22 authorizes the 
extension of the educational services to college students if. the 
Department chooses to do it? 

Mr. Wiison. No, sir, it does not. 

Mr. Covupsrt. It is definitely limited to grade and secondary 
schools? 

Mr. Wiison. Yes, sir. May I just read section 9 (11)? Section 
9 (11) of Public Law 22 of the 84th Congress reads as follows: 

The travel expenses incurred by an officer or employee of the Service who is 
assigned to a foreign post, in transporting dependents to and from United States 
ports of entry designated by the Secretary, to obtain an American secondary or 
college education, not to exceed one trip each way for each dependent for the 
purpose of obtaining each type of education. 

Mr. Couprert. Where is the provision relating to the item of 
$600,000 for the educational expenses? Was that limited in precise 
language to high-school and grade-school education? 

Mr. Witson. Yes, sir. Section 10 (b) reads as follows: 

(b) Section 901 (2) is further amended by adding at the end thereof a new para- 
graph (iv) which shall read as follows: 

(iv) That extraordinary and necessary expenses, not otherwise compensated 
for, must be incurred by an officer or employee of the Service, by reason of his 
service abroad, in providing for adequate elementary and secondary education 
for his dependents.” 

Mr. Couprert. That answers my question. Thank you. 

Mr. Henperson. In comparing the situation of the military and 
their children with ours, we should remember that most of the military 
are stationed abroad for only 2 years. The general foreign education 
of their children is mostly a 2-year problem. The parents of our 
children will probably spend most of their lives abroad going from 
post to post. The problem of obtaining an American education for a 
Foreign Service child represents, therefore, a real problem. . Every 
American Foreign Service officer or every member of the Foreign 
Service wants his child to have an American education, and it has 
been very difficult in the past, particularly for a man with a large 
family, to be able to give his child an education equivalent to the 
American type. There is a great difference in this respect between 
our people and the military people. 

Mr. Witson. Mr. Chairman, it may be worthwhile, sir, if I read 
the balance of section 10 (b) which amends section 901 (2). It goes 
on to read as follows: 


Allowances under this subparagraph for any post shall not exceed the cost of 
obtaining such educational services as are ordinarily provided without charge by 
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the publie sciGu.w of the United States plus, in those cases where adequate schools 
are not available at the post, board and room, and periodic transportation between 
the post and the nearest locality where adequate schools are available, if any such 
officer or errployee eimploys a less expensive method of providing such education, 
any allowance paid to him shall be reduced accordingly, no allowance shall be 
paid under subparagraph for a dependent for whom a travel allowance has been 
paid under section 911 (9). 


Mr. Srxes. You told us the Government is prepared to pay board 
androom. Are you also prepared to pay the cost of uniforms at those 
schools where uniforms are required? 

Mr. Witson. No, sir. 

COST OF BOOKS 


Mr. Sixes. What about the cost of books? 

Mr. Witson. That would be included, sir. Books normally are 
provided free in the United States, but that is not necessarily so in 
the posts abroad. 

_ Sixes. I believe books are provided free only in the public 
schools. 

Mr. Witson. In the public schools here they are, but that is not 
necessarily so in schools abroad. 

Mr. Roonry. We are not talking about public schools; we are 
talking about private schools. In a private school in the United 
States, the parents as a matter of course, pay for the books; is that not 
so? 

Mr. Witson. In the private schools, yes. 

Mr. CLEveNGER. That is true, also, in a lot of the public schools. 
The pupils furnish textbooks. 

Mr. Witson. In a lot of the private schools you also pay rent. 

Mr. Roonry. Why should not these parents be responsible for 
providing the books for their children? 

Mr. Witson. If they were in the United States, sir, the normal 
course would be that his books would be furnished to him by our 
public schools. 

Mr. Roonry. Why should a Foreign Service parent be relieved 
from paying for the cost of books for his son at the post or foreign 
school and this cost paid by the American taxpayers? The American 
taxpayer would be paying the tuition. The officer has to pay the 
tuition for his child here in the United States when he sends him to 
a private school. You always have to pay for his books in a private 
school. 

Mr. Witson. Our problem is not to give them a private school 
education, sir. ‘Our problem is to give them an education comparable 
to an education which they would receive in the United States. 

Mr. Rooney. Is this Budapest post school a public school which 
is listed at $1,800 per student per year? 

how Witson. No, that would be sending him to Switzerland to a 
school. 

Mr. Sixzs. Is there any compensating feature for the fact that the 
average American in the United States who sends children to school 
ls paying special taxes to help operate and maintain that school? 

I am not talking about Federal income taxes. I am referring to 
direct school taxes, to local sales taxes, or other taxes levied for school 
operation and maintenance, 

Mr. Witson. That is right; he is. 
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Our people also, sir, are required to pay taxes, both income taxes 
of a Federal nature—— 

Mr. Sixes. Income taxes do not go to keep up schools except in 
Federal districts. We all pay income taxes but not for school purposes. 

Mr. Henverson. Do not the District of Columbia taxes go to pay 
for the schools? 

Mr. Srxes. A very small percentage of the children in the United 
States go to school in the District of Columbia. In school financing 
methods, Federal districts are the exception, not the rule. 

Mr. Henperson. I pay taxes in the District of Columbia, and also 
when I am abroad——_. 

Mr. Rooney. There are about 164 million Americans who do not 
live in the District of Columbia. 

I pay taxes in the District of Columbia, too, and I pay taxes back 
in Brooklyn. 

Mr. Henperson. That is right. 

Mr. Stxes. The average parent pays taxes direct to his school 
district for the operation of schools. Apparently, Foreign Service 
personnel do not as a rule pay comparable taxes. I don’t want to 
be unfair, I just want the facts. 

Mr. Witson. They do pay taxes. 

Mr. Sixes. Everybody pays taxes. I am asking whether they pay 
special school taxes direct to local school districts as other parents do. 

Mr. Witson. Our Foreign Service personnel pays Federal income 
taxes, and they are also liable for other taxes. 

Mr. Sixes. You ought to know that Federal taxes, other than in 
Federal districts and a few other limited places such as federally 
impacted areas do not go to operate and maintain schools. 

Mr. Witson. I am sorry, sir; but there have been instances where 
they do, such as aid to school districts in federally impacted areas 
in the four counties adjacent to Washington, D. C. 

Mr. Sixes. The fact remains that the average parent pays local 
school taxes in addition to Federal taxes. Some Foreign Service 
personnel do, I realize, pay local income taxes, sales taxes, and 
property taxes, but I would not think this is a common practice. 

Mr. Witson. I am merely pointing out that that is a part of the 
problem. Our people also pay taxes in those States where your 
State income taxes are levied. They do pay State income taxes; 
if they own property, they pay property taxes which, of course, 
directly contribute to the support of schools. 

So, our people are generally in the same position, at.best, of a rentor 
in the State. 

Of course, any money which is paid in rent, a part of that goes to the 
support of the school districts. So, our people pay all of those expenses 
if they reside in a State where the State does not give leniency to people 
not residing at the moment in the State, and also at the present time 
are charged with the education of their children. 

Mr. Henperson. Mr. Chairman, may I ask something off the 
record for my own information? TI am not fully acquainted with the 
local tax laws. 

Mr. Rooney. Surely. 

(Discussion off the record.) 

Mr. Rooney. We are still waiting for an answer to this proposition 
of payment for schoolbooks. Why as it that a Foreign Service officer 
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should not be required to provide the schoolbooks for his youngster in 
a private school where it is proposed that we use public funds to pay 
the youngster’s tuition, while every American who sends his child to 
a private school has to pay for his schoolbooks? 

Mr. Witson. Mr. Chairman, House Report No. 229, which accom- 
panied H. R. 4941, which was Public Law 22, says this: 

The bill authorizes the payment of allowances to cover expenses incurred by 
Foreitn Service personnel in obtaining educational services which are ordinarily 
provided without charge by public schools in the United States. 

Mr. Roonty. That is the best answer you can give me to my 
question? 

Mr. Wiuson. Yes, sir. 

Mr. Henperson. May I, Mr. Chairman, say that I believe that the 
idea of this law was that children of Foreign Service officers or Foreign 
Service personnel abroad should be put in a position, so far as possible, 
with respect to payments of this kind, as children who are living in 
the United States, or parents of children in the United States. I 
believe in most parts of the United States the public schools furnish 
schoolbooks without cost. If the parent prefers to send his child to 
a private school, then usually the parent pays for the books. The 
Foreign Service parent has no choice. There is no American public 
school in the vicinity to which he can send his child, which will pay 
for his books. 

Mr. Roonry. As a matter of course, Mr. Secretary, most Foreign 
Service officers send their children to private schools, anyway. Is 
that not a fair statement? 

Mr. Henperson. I am sorry that you feel that way. I know, and 
Iam confident that if an investigation were made—— 

Mr. Roonry. Am I incorrect in the statement which I just made? 

Mr. Henperson. I am confident if you made an investigation of 
Foreign Service parents who are on duty in Washington, D. C., you 
will find that most of their children are going to public schools. | 
have no figures at hand, but I am sure you will find that is the case. 

Mr. Rooney. That surprises me because most of the Foreign Service 
officers whom I have met send their children to private schools. 

Mr. Preston. Do you mean abroad, or here? 

Mr. Roonry. Both places. 

I suppose I met the wrong people. 

Mr. Henperson. Maybe you met the right ones. 

Mr. Roonry. You have not answered the pending question, though, 
about these books. 

Mr. Wiison. Well, that is the—— 

Mr. Rooney. Best you can do? 

Mr. Witson. That is the answer that I can give you, quoting from 
the law. We are not setting up anything here except to provide as 
close to an American education as we can possibly get. We are trying to 
do this at the minimum cost to the Government of the United States, 
and with due justice to the individual. 


DETERMINATION OF ADEQUATE SCHOOL FACILITIES 


Mr. Srxes. How do you determine whether there are adequate 
school facilities at the post at which a Foreign Service officer finds 
himself, and how do you determine what is the nearest satisfactory 
school? 
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Mr. Witson. We have several ways of doing that, sir. _. 

Mr. Srtxes. Does the officer himself determine those matters? 

Mr. Witson. No, sir; that would be determined by the post. We 
also have access, of course, to the information and advice of the De- 
partment of Health, Education, and Welfare. 

Mr. Sixes. By whom is that matter determined at the post? 

Mr. Wiuson. The post itself makes a survey of the situation, not 
only in the local community, but in the country. They have experi- 
ences going back for many, many years. We also have access to 
consultation with the Department of Health, Education, and Welfare 
people who do have an international education section. So, it is a 
proposition where we do get expert advice to determine the adequacy 
of the schools. ; 

COST OF BOARD AND ROOM 


Mr. Sixes. The law permits a parent to be excused from paying the 
cost of room and board for his child. Although he would have to pay 
it if the child were going to a school in the same city. How will you 
determine what parents must pay room and board? 

Mr. Wixson. Well, if he were going to school in the same city, the 
parent would have to pay that child’s room and board. 

Mr. Srxes. How do you determine that it is proper for the parent 
to be excused from paying room and board by virtue of the fact that 
the child goes to school in another city? 

Mr. Witson. In the average American community you have schools 
and the room and board is a course of normal operation. In these for- 
eign countries at these foreign posts, where the family cannot give 
room and board to the individual, obviously, it has to be paid for. 
That is an unusual expense. 

Mr. Srxes. The parent would have to pay room and board if the 
child were going to school in the same city in which the parent is sta- 
tioned. Therefore, I do not see why the parent should be excused from 
paying it, because the child goes to another city. That is not a school 
expense. That is an expense incidental to the upbringing of a child, 

Mr. Witson. That is correct, but that also is an expense, and an 
unusual expense, which the parent would not be put to if he were 
stationed in the United States, because he would have a school handy, 
and he could provide room and board to that child. However, when 
- is overseas, and where there is no adequate school, he cannot do 
that. 

Mr. Sr1xes. But, you do not propose for the parent to pay even 4 
part of that room and board with which the Government is to be 
charged. You are assuming that the parent should be excused from 
all of it. Generally, it costs more for the child to be provided room 
and board at a school than at home. However, you want to excuse 
the parents from all of the cost of room and land 

_ Mr. Winson. If he is not going to school in that community; yes, 
sir. 

The basis on which that is figured is if he were in the United States, 
he would be able to furnish room and board. However, at some of 
these overseas posts, it is impossible for him to furnish room and board. 

Mr. Sixes. We are just going round and round. You have not told 
me anything. 

Mr. Witson. Well, it is a hazard of service overseas. That is the 
answer to it. You just do not have adequate schools in many of the 
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local communities, and it is an expense over and above what a citizen 
in the United States would be expected to pay in order to provide a 
public school education to his youngster. 


COST OF UNIFORMS 


Mr. Sixes. Let us get back to the matter of the uniforms. If a 
blanket charge of $1,800 is made for a child, and it is estimated that 
$300 of that is for uniforms, but the uniform cost is not set out 
separately because it is included in the overall $1,800 per year for the 
child, has a determination been made that the parent should pay 
that $300, or is it written off as part of the school expense? 

Mr. Witson. We would exclude the uniform portion, sir. 


OVERSEAS AMERICAN SCHOOL SYSTEM 


Mr. Copprert. Mr. Chairman, it is my opinion that Mr. Sikes has 
raised what appears to me to be the $64 question: 

We are, obviously, bound to operate within the pattern of Public 
Law 22, section 10, which relates to these educational allowances. 
The question, it seems to me, and I would be very much interested 
in the Secretary’s expression and view about it, is this: 

Does this mean, and is the Department in developing this program 
in effect going to create a worldwide system of American schools 
principally because the military which, after all, might be only tem- 
porary, but if this is to be interpreted as meaning that we are going to 
establish for our Foreign Service personnel the world over, not ade- 
quate education, by any foreign standard, but American education, 
it necessarily means establishing American schools all over the world 
on a permanent basis for our own personnel. 

I gather from reading the statement of the Secretary about the 
school at Marseilles, France, that the best school in Marseilles, 
France, is not considered adequate, because there is a shortage of 
toilet paper, and ‘there is some I'mitation on the amount of water 
which is served as drinking water for the children. 

If the best school in Marseilles is unavailable, Mr. Secretary, 
because it is inadequate by the standards which the Department has 
established under this act, does it not necessarily mean that for all 
practical purposes every foreign public school is unavailable, and 
you are really planning to set up permanent American institutions 
everywhere? 

Mr. Henperson. I do not. 

Mr. Couprert. I am just wondering. 

Mr. Henperson. I do not think so. Our desire is that so far as 
is sensibly possible, and reasonably possible, the children of our 
people in the Foreign Service, and that does not include only Foreign 
Service officers, but also our clerical personnel and the other members 
of the Foreign Service, will be able to have an education which is 
comparable to that of an American education. It may be possible 
to send them to schools in the neighborhood or, perhaps, a few miles 
away, but they may have to go to another continent for these schools. 

However, we do not expect them to always receive the kind of 
an American education offered by, or the American facilities which 
exist in, the best schools in this country. 
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Mr. Coupert. Please do not misunderstand me; I like the idea of 
this. 

Mr. Henperson. Yes. 

Mr. Coupsrt. Obviously there are occasions when these services 
must be reimbursed, if only because of the destructive load of taxa- 
tion, which makes it impossible for anybody to pay any bills here o, 
abroad. I suppose that is the reason we are called upon to provide 
for our people abroad as they have to be provided for. 

However, if not in Marseille where in France would any American 
child find adequate education in the French schools? Are there any 
such schools? 

Mr. Henperson. I cannot tell you. I am not an expert. 

Mr. Courpert. After all, Marseille is one of the great cities of 
France. 

Mr. Hutu. I think you will find, when the final analysis is in. with 
the information from every post, that more than half of the cl il dren 
will be going to schools right at the post. 

Mr. Coupert. Do you mean by that the local country schools; 
French, Austrian, British, and so on? 

Mr. Hutu. That is right. For example, we recently received a 
questionnaire back from Milan. They pointed out that the ec? ildren 
were goimg to the Italian public school. They could not afford to 
send them anywhere else. In this Italian public school t ey were 
satisfactory up to about the eighth grade, if the child was tutored a 
bit at the bezinring to learn Italian, 

We will probably establish an allowance for Milan which will cover 
the cost at that Italian public school plus the necess:ry tutoring. 
However, there is nothing available n Milan for the high school age 
children. They will therefore have to be sent away at a higher cost 

M:. Henperson. Let me give you an example. 

In Iran we set up a school for the American community which is on 
a cooperative basis. We have about 175 students of elementary 
school age. We have members of the faculty and parents who are 
satisfied with this school, which is only a year old. It is costing 
about $350 a year, I think, for each child to go to this school. That 
school would be perpetuated under this system we have now, the 
differexce being that instead of the expenses being paid out of the 
parents’ poc kets it would be paid by the Government. 

I want to assure you that there is no idea on the part of the State 
Department to take advantage of this system in order to do things 
which would be absurd. We are going to try to operate this on a 
reasonable basis. I think our plan has a reasonable basis. 

I can understand the question which has been raised here about the 
room and board. Why is it that the parents of the children of grade 
school age are not being required to pay a certain amount for room and 
board? I think the Congress in passing this legislation had in mind 
that if the parents were to be separated from their children it would not 
be too much for the Government to pay for the room and board for 
their children. I think that is the situation. 

Mr. Coupert. Mr. Chairman, I do not suppose that these gentle- 
men have the list, but I gather from the witnesses that the program is 
still in the process of evolving, so that there would not be available a 
list of schools where these youngsters are going. 
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Mr. Roonry. They must have some figures on which they base the 
$600,000 request. I was going to come to that. 

Where are these schools? 

Mr. CoupeErt. I should like to see that at some point in the record; 
not necessarily this year, but at least next year. 

Mr. Roonry. I might point out to Mr. Henderson that when he 
says Congress passed Public Law 22 that is an accurate statement. 
But I suggest he not lose sight of the fact that it is our duty to act as a 
saucer to cool the legislative tea. For, when these authorization bills 
are before the legislative committees, they do not check into the 
amount of cost to the taxpayer as thoroughly as the Appropriations 
Committees do. 

[ might point out that we also have pending a supplemental request 
for $430,000 for this same purpose. We are going to hear testimony 
on it tomorrow, with respect to the United States Information 
Agency. 

BASIS FOR AVERAGE COST PER STUDENT 


As to these figures at page 30 of the justifications, Mr. Wilson, how 
do you arrive at this average cost of $525 for 950 students? 

Mr. Wiuson. Mr. Chairman, that was arrived at as a result of an 
actual survey that was made in 1950. These are the costs that were 
averaged out on the 1950 survey. 

May I point out that since 1950 costs have gone up. 

Mr. Rooney. Are we to understand that you are working on figures 
which are now 6 years old? 

Mr. Wiuson, The figures are about 5 years old, sir. As I say, the 
costs have gone up. 

Mr. Roonry. And you expect us to appropriate on that basis, do 
you? 

Mr. Wiuson. Yes, sir. 

Mr. Rooney. Are we to understand that this figure of $525 is a 
5-vear-old figure, and it compares as of 5 years ago with the present 
military cost of $240? 

Mr. Witson. Again, sir, may I point out that the military costs 
are less because they have a substantially larger group of people. 
Therefore, they can provide education on a mass basis at a lesser 
(gst than. you can obtain from other sourees. 

In this $525 figure we have figured the military cost for our de- 
pendents at those particular posts where that education is available. 

Mr. Roonry. How many of the 950 students would go to school 
in Switzerland? 

Mr. Wison. I could not say, sir. I do not think we can give 
you that precise information. 

Mr, Rooney. Have you come up with anything newer than 5-year- 
old figures with regard to this? 

Mr. Wiison. On the average costs; no, sir. 

Mr. Rooney. On anything? 

Mr. Wiuson. Yes, sir; we at the present time are getting post 
reports from each and every post giving us basic information for the 
establishment of precise post costs for both the elementary and your 
secondary education. 

You have three possible costs. One is a Calvert system cost. 


| Second is a local adequate school cost. Third is‘an adequate off-post 
» Ost 
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Mr. Rooney. Was the fact that the figures were 5 years old dis- 
closed to the Foreign Affairs Committee of the House? Did that 
question come up? 

Mr. Witson. I do not know whether it did specifically or not, sir, 


ORIGINAL ESTIMATED COST OF LEGISLATION 


Mr. Roonry. Did you give the House Foreign Affairs Committee 
an estimate of what this program would cost? 

Mr. Witson. Yes, sir; we did. 

Mr. Rooney. What was the estimate? 

Mr. Hutu. $442,000. 

Mr. Roongy. How much? 

Mr. Hutu. $442,000 was the amount on the bill as presented by the 
Department and subsequently changed by the committee. 

Mr. Rooney. To what? 

Mr. Witson. Well, the language was changed by the committee, 
which increased the cost. 

Mr. Rooney. Does this $442,000 figure compare with the $6 
million or with the $498 ‘million? 

Mr. Witson. It is hard to say that it would be comparable, sir, 
because the estimate we based the $442,000 on was a completely 
different formula from what the House Foreign Affairs Committee 
finally recommended and passed in the way of law. 

For example, when the language first went up in effect it provided 
that this would not be available except if you had been overseas, 
I believe, for a period of 5 years. The language as it was finally passed 
out of committee and approved by the Congress removed the 5-year 
proviso, which of course made more people eligible for the allowance. 
I think it would be awfully difficult, sir, to say that the $442,000 would 
be comparable to anything, because the language of the amendment 
was changed quite radically by the committee after going into the 
matter. 

Mr. Rooney. When you referred to this figure in Switzerland, Mr. 
Henderson, at page 3 of your statement—the Swiss boarding school— 
the cost for tuition, room and board, and transportation for 1 child is 
given at $1,825 per annum; to what school were you referring? 

Mr. Henperson. I cannot tell you. I obtained this information 
from the personnel office. 

Mr. Hutu. We would have to get it for the record, sir. I do not 
recall the name of the school. 

(The information, later furnished, is as follows:) 

The name of the school in Switzerland is Montana Institute, Zugerberg (near 
Zurich). 

SCHOOLS IN EUROPE 


Mr. Hutz. It is a specific school in Switzerland, reported by Buda- 
pest as being used. 

Mr. Rooney. Are there any cheaper schools in Switzerland? 

Mr. Henperson. I do not know. I am sorry; I cannot answer 
that question. 

Mr. Hutu. I am sure there is a range of schools in Switzerland, 
Mr. Chairman. 
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Mr. Roonny. Would you think that the range might go below 
$1,825? 

Mr. Hutu. I believe it might. 

Mr. Roonry. Why did you not pick out one of the figures at the 
foot of the range? 

Mr. Hutu. Mr. Chairman, that was an attempt to show some of 
the extreme costs that some parents were being put to. The average 
is actually $525 total cost as against that particular one, which is up 
in the stratosphere. We thought it best to explain to the committee 
that there were expensive educational problems involved here and 
that some allowances might run high. 

Mr. Roongy. Would it be fair to say—I do not know the answer; 
you Foreign Service officers ought to know—that Switzerland is one 
of the most expensive countries insofar as these boarding schools are 
concerned? Is that correct? 

Mr. Hutt. I would say that is probably correct. England is much 
cheaper in terms of boarding as such. 

Mr. Roonry. Is it possible that Foreign Service officers in Italy, 
France, and England, and the Scandinavian countries, and over all 
of ee Europe, will send their children to this $1,825-per-annum 
school? 

Mr. Hutu. I can answer that best by referring to the fact that 
we will establish the allowance for the post based on the nearest 
adequate school. If the parent chooses to send his child to a particu- 
lar Swiss school, for example, he will pay out of his pocket whatever 
is above the allowance rate established for his post. 

Mr. Rooney. Would it be fair to expect there would be a cheaper 
school in France than this one in Switzerland? 

Mr. Hutu. I would say that England would come closer than 
France. There are very few American-type boarding schools in 
France. In fact, I know of none, 

Mr. Rooney. Have you explored the possibility that by sending 
these youngsters to England there might be a saving to the taxpayers? 

Mr. Huuu. We are in the process of working these data out now. 

Mr. Roonry. Mr. Wilson nods his head. My question is, What 
schools? You just do not have any information about this thing at 
all, do you? 

Mr. Wiutson. No, sir; we have information. Our information, as 
you point out, isold. We are in the process of bringing that informa- 
tion up to date. 


COMMITTEE NEED FOR BASIC AND ADDITIONAL DATA 


Mr. Rooney. Is it too much to expect that the taxpayers, through 
this committee, should be shown exactly what the thing is going to 
cost, what schools you are going to send the children to, and what the 
tuition at these schools will be? Am I being unreasonable, Mr. 
Secretary? 

Mr. Henperson. Mr. Chairman, I would like to say that I believe 
that our people who are working on this are doing it conscientiously. 
This is a new allowance. This is the first year that the allowance is 
being put into effect. It will take a little time for them to get the 
exact figures, but I believe the figures which have been presented 
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Mr. Roonry. Why do you not get these figures, Mr. Secretary. 
and then present them to us, and then let us go into it? 

Mr. Henperson. I am confident from having talked with our 
personnel experts that they are putting in a reasonable figure, taking 
the whole world into consideration. 

We believe we will need this amount in order to put that law into 
effect. Weare not going to waste this money. We cannot wait until 
next year to give you the figures. We have to commence to make 
these allowances early in the coming fiscal year. 

And we are therefore putting in at the present time, what we 
consider to be reasonable figures. These figures, as you know, are 
somewhat old. Nevertheless we are convinced that the costs are 
larger now than they were 5 years ago. 

Mr. Rooney. But you are figuring the costs, Mr. Secretary, as of 
5 years ago, and you cannot even tell us where the schools are. 

Some of my closest friends tell me I am reasonable sometimes. 

Mr. Henperson. Yes. 

Mr. Rooney. In this instance I think I am being reasonable. 

Mr. Henpurson. I believe we can give you more details about the 
schools. Will you not be able to get more detail? 

Mr. Witson. Yes. As a matter of fact, we have about 180 replies. 

Mr. Hutt. 180 replies from 244 posts. 

Mr. Henperson. Would you like to have a list of the schools we 
know already? We would be glad to try to furnish them. 

Mr. Rooney. And how many are going to the schools? 

Mr. Hutu. We have the information as to how many are going 
presently. 

Mr. Rooney. I will tell you what you had better do: We are going 
to conclude with this this afternoon. You get together the best state- 
ment you can make in answer to all of the questions that have been 
asked here this afternoon. 

(The information is as follows:) 

Deputy UNpEeR Secretary oF STATE, 
Washington, June 15, 1966. 


Dear Mr. Rooney: This letter is in reference to the Departirent’s submission 
of supple ental estimates for fiscal year 1956. 

In prevaring estimates for implementation of the education allowances provided 
by Public Lav 22, approved April 5, 1955, the Depart:~ent was faced with a diffi- 
cult task. There was no operating experience with such an allowance upon which 
to rely. Regulations which would govern the granting of allowances and hence 
affect costs had not been written. In the circumstances it was decided to rely 
upon the best data available, and to initiate promptly an inquiry to all posts which 
would yield the necessary current infor-ation on which to set specific allowances 
and deter'rine actual costs. The Department did not dispatch this inquiry in the 
for™ of a questionnaire (tab A) until April 20, 1955. This delay was due to the 
fact that until the law was passed the Department did not know the precise type 
of infor~ation which it must have. 

The data available, which it was decided to use as a basis for forming the esti- 
mate was a survey made of all posts in 1950, when a bill providing an education 
allowance was being considered by the Congress. Two hundred forty-four posts 
provided data on costs of educating their children, and several weeks were spent 
at that time in analyzing and asse™bling cost data. 

In order to meet a deadline of May 9, 1955, in submitting cost estimates to the 
Bureau of the Budget, the Depart:ent decided to utilize the 1950 data. Until very 
recently, relatively few reports had been received from the field, and there has been 
insufficient opportunity to evaluate and collate the data. The Department is 
submitting, however, a summary (tab B) of the data so far reported by 171 posts. 
These data, when projected to account for the entire Foreign Service, show that the 
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cost per child will be somewh .t less than was estimated from the 1950 data and that 
the number of eligible children will be slightly larger. 

‘ihe Department wishes to point out that these data are preliminary in their 
yresent form since determinations have not been made as to the adequacy of all 
individual schools reported upon. 

When all reported data have been eross-checked post by post, and considered 
in the light of collateral information on adequacy of particular schools, specific 
allowances will be established on a post-by-post basis. ‘These allowances will be 
net, since appropriate deductions will be made to reflect costs normally incurred 
by parents whose children obtain so-called free education in public school in the 
United States. These costs are being computed on the basis of data provided by 
the Department of Health, Education, and Welfare. It is anticipated that several 
allowance rates will be established for each post, depending upon how costs vary grade 
by grade. In most cases (except at those posts in Mexico, Canada, and elsewhere, 
where no allowance at all is justified) there will be a rate for a local school and one 
for the nearest adequate school as well, if the local school does not furnish a type 
of education which will enable the child, upon satisfactory completion of a grade, 
to enter the next higher grade in the United States public schools. Ratcs for 
correspondence course instruction will also be provided where schools are inade- 
quate at a post. 

It is hoped that submission of this information, together with other attach- 
ments, will assist the committee in its consideration of this important item. 

Sincerely yours, 
Loy W. HENDERSON. 


HARDSHIP POSTS 


Mr. CLEVENGER. There have been several references made to the 
post at Budapest, have there not? 

Mr. Rooney. Yes. 

Mr. CLeveNGER. Is Budapest presently a hardship post, with a 
20 percent differential? 

Mr. Rooney. I do not know what the differential is, but I expect 
it is a hardship post. 

Mr. Hutu. I think it is 15 percent, rather than 20. 

Mr. CLevENGER. Is that not true of other posts, like Singapore? 

Mr. Hutt. Singapore is 10 percent. 

Mr. CLEVENGER. I remember when that door was opened, and I 
expressed the fear that they would all be hardship posts. I was not 
very far from right, at the end of the second year they were in exist- 
ence. It turned up that almost all posts were hardship posts. 

I do not say that you got rich out if it before, but that is one of the 
things involved in opening a door. It is another thing for a Member 
of Congress to get his back against the door and try to hold it, when 
they begin to take advantage—and sometimes rather unfair advan- 
tage—of what was perfectly innocent at the start. 

We have had several assurances from the Secretary that it is not 
the intention to do this, but from longtime experience we find it is 
more the rule than the exception that they do take advantage of it. 

Mr. Roonry. How long ago was if that you were before the 
Foreign Affairs Committee of the House? 

Mr. Witson. We were before them in February and March of 
this year, sir. 

Mr. Rooney. Now 3 months later we have a figure of $600,000 as 
compared with the figure of $442,000, subject to what you said awhile 
ago in connection with the difference between the two Houses and 
conference. 

Mr. Wirson. No, sir; the amendment which we submitted to the 
House Committee on Foreign Affairs was amended by the House 
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Foreign Affairs Committee so that the amendment was made in the 
House Foreign Affairs Committee. That did make a change. 

Mr. Roonry. That would have reduced the cost, would it not? 

Mr. Witson. No, sir; it would have increased it, sir. It made 
many more people eligible. 

Mr. Rooney. You are speaking of the House now, or the con- 
ference on the Senate side? 

Mr. Wuson. No, sir. 

Mr. Rooney. The House itself? 

Mr. Wiuson. The House itself, sir. The House committee did not 
report out the language which had been submitted to it, and they 
made those changes in the amendment after going into this educa- 
tional allowance quite thoroughly, sir. I am positive that they were 
all fully aware of what the implications were. 

Mr. Rooney. May I say that I suspected the implications as soon 
as I saw the Wriston report. 

Mr. Cievencer. You will have $1,200 or $1,500 before very many 
months after adoption. 

Mr. Rooney. Thank you, gentlemen. 


THURSDAY, JUNE 16, 1955, 
DEPARTMENT OF JUSTICE 


LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL, DEPARTMENT OF JUSTICE 

DONALD W. PHELAN, BUDGET ANALYST 

ELMER E. BUTTS, BUDGET OFFICER 


SALARIES AND Expenses, UNiTED States ATTORNEYS AND MARSHALS 


Mr. Rooney. The committee will please come to order. 

The first item for our consideration this morning concerns the De- 
partment of Justice, legal activities and general administration. 

The request is contained at page 16 of House Document 171, and 
is in the amount of $1,260,000 additional for “Salaries and expenses, 
United States Attorneys and Marshals” for fiscal year 1956. 


JUSTIFICATION OF THE ESTIMATE 


At this point, we shall insert in the record the entire justification, 
which is set forth at page 1 thereof. 
(The page referred. to follows:) 
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LeGAL ACTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, United States attorneys and marshals, Justice (supplemental 
estimate, 1956) 


(H. Doc. No. 171) 


Request (for 12 months from July 1, 1955 throu $1, 260, 000 
1956 estimate v4 17, 480, 000 
Employment: 
Average number, 1956 estimate __--_--_-_- weeks. 2, 637 
Number involved this estimate __ 5 leis 696 


1 Pending before the Congress. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


In accordance with Public Law 9, approved March 2, 1955, a supplemental 
estimate in the amount of $1,260,000 is requested. This estimate will provide 
annual salary increases for 94 United States attorneys and 602 assistant attorneys 
for the 1956 fiscal year. 

These salary increases were made effective during the latter part of the 1955 
fiscal year, and funds for the estimated 1955 cost ($300,000) were appropriated 
under Public Law 24, approved April 22, 1955. 

Under the provisions of Public Law 9, United States attorneys are receiving 
not less than $12,000 or more than $20,000, and assistant attorneys not more than 
$15,000 per annum. 

Mr. Rooney. Mr. Andretta, you may proceed with your presenta- 


tion in support of this request. 


GENERAL STATEMENT 


Mr. AnpretTa. Mr. Chairman, you will recall that after Public 
Law 9 was passed, which made certain increases in the salaries of 
Members of Congress, the judiciary, and the United States attorneys, 
we came in with a supplemental estimate of $300,000 to take care of 
our needs for the present fiscal year. 

There were certain mandatory increases, raising the minimums 
established by the law that were effective March 1. The others, we 
put into effect as soon as we possibly could. This estimate is the 
continuation on an annual basis of those increases which were made 
in the present fiscal year. Thus far, of the $300,000, we have com- 
mitted $263,655 in the present fiscal year. There are still pending 
some promotions of 56 positions which have not been determined 
upon by the United States attorneys. 

| might tell you a little bit as to how we went at this thing. We 
took the percentage raise that the Congress allowed for the United 
States attorneys, and then applied that across the board, but we felt 
that every United States attorney should have some say as to the 
amount the individual received as an increase, and when it should go 
into effect, because he is in a better position to evaluate the legal 
services than we here in the Department. 

So, we gave him our proposed recommendations, and then they 
either accepted them, or recommended minor changes, some of them 
have suggested that they be held back for a short time until the 
person has had a little more experience, and so forth. So, on that 
basis, some of these will be deferred in the present fiscal year, but 
they will be carried forward next year. 

Mr. Rooney. Where are the figures to substantiate this request? 
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Mr. Anpretra. I will be glad to read them into the record, Mr 
Chairman, and give you this statement. I have the whole thing here 
spelled out. Here are the amounts by each district. 

Off the record. 

(Discussion off the record.) 


NUMBER OF INDIVIDUALS RECEIVING SALARY ADJUSTMENT 


Mr. Roonry. How many United States attorneys’ salaries are 
increased? 

Mr. Anpretra. Ninety-four United States attorneys are raised 
for a total per annum cost of $249,950. 

Mr. Rooney. Is that $229,000 or $249,000? 

Mr. AnpRETTA. $249,500, or practically $250,000. 

A total of 536 assistants have already been raised, for a total of 
$845,687. That means the total raises so far, on an annual basis, 
amount to $1,095,637 for 630 persons. 

There are 10 additional positions estimated in the amount of money 
now in conference for United States attorneys which means that if 
we give them an average increase of $1,500, it would be $15,000 more, 

There are 56 assistant attorney positions that are in transit or 
under consideration for raises, which would total on an annual basis 
next year $77,168. That leaves some $92,895 gross available for 
future adjustments, and raises next year. 

Mr. Rooney. What is that figure? 

Mr. Anprertta. It was $92,895. 

Mr. Rooney. Thank you, Mr. Andretta. 

Mr. Anprerra. Thank you, Mr. Charman. 


Tuurspay, JUNE 16, 1955. 


SALARIES AND Expenses, Criaims oF PERSONS OF JAPANESE 
ANCESTRY 


WITNESSES 


ENOCH E. ELLISON, JAPANESE CLAIM SECTION 

S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY 
GENERAL 

ELMER E. BUTTS, BUDGET OFFICER 


Mr. Rooney. The next item is contained in House Document 183, 
and involves a request for the Department of Justice, legal activities 
and general administration, ‘Salaries and expenses, claims of persons 
of Japanese ancestry,”’ in the amount $275,000 additional for fiscal 
year 1955. 

JUSTIFICATION OF THE ESTIMATE 


At this point we shall insert in the record pages 1, 2, and 3 of the 
justifications. 


(The pages referred to follow:) 
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LecaL ACTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, claims of persons of Japanese ancestry, Justice (supplemental 
estimate, 1955) 


(EB. Doe. 183) 


Request (for 3 months from Apr. 1, 1955, through June 30, 1955)_.... $275, 000 
Employment: 
Average number, current appropriation__- -__ -- 37 
Number involved this estimate__..........---.--- ‘i 7 
Actual employment as of May 31, 1955__ neieiandent 33 


Administra- | Payment 

tive expenses claims 
Appropriation to date ‘ $200, 000 $870, 000 
yee SD a a ee ee 7 181, 425 1 1, 062, 765 
Expenditures to May 31, 1955 easel 167, 222 1 859, 423 
Budget estimate next fiscal year ace anaes I Needed wiciteeiednces 


1 As of June 10, 1955. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS (PAYMENT OF CLAIMS) 


A request is made for an additional supplemental appropriation of $275,000 for 
the payment of claims of certain persons of Jayanese ancestry processed pursuant 
to the provisions of Public Law 886, 80th Congress, 2d session, as amenced. 

Congress has already appropriated $870,000 for the payment of these claims 
during the fiseal year 1955. The amount awarced through June 10, 1955, has 
already exceeded this figure by $192,765. It is anticirated that additional claims 
will be settled between now and the end of this fiscal year in an amount of approxi- 
mately $82,235. Thus a total of $275,000 is being requested as a supplemental 
estimate for the balance of this fiscal year. 

At the time the original request for a supplemental appropriation was submitted, 
it was estimated that most of the remaining claimants would withhold compromise 
offers and delay submissions until some action was taken on proposed amenc ments 
to the Japanese American Evacuation Claims Act of 1948, as amenced, which are 
pencing before the Congress, However, claimants have continued to submit 
offers of.compremise at a mcre accelerated rate than was anticipated. In order 
toassure claimants of promy t payment oftheir claims and to encourage continued 
submissions, the requested appropriation is necessary. 


Workload data, Japanese claims 


| 
1950 | 1961 | 1952 | 1953 | 1954 | 19551 | Estimated, 


| 
Claims pending July....-.-....-..-- -----| 24,058 | 23,984 } 23,725 | 8,593 | 4,084 | 2,746 2, 746 
Claims reopened 0 0 15 | 110 | 24 117 | 20 
: Claims on hand ...| 24,058 | 23,984 | 23, 740 8, 703 4, 108 2, 763 2, 766 
Ceingacee sc 74 259 | 15,147 | 4,619 | 1,362] 1582 630 


| 


Claims pending June 30__._.....-.-} 23, 984 23,725 | 8,593} 4,084! 2,746 | 12,181 | 2, 136 
} 


' As of May 31, 1955. 


Mr. Rooney. Mr. Andretta, who will justify this item? 

Mr. Anpretra. Mr. Chairman, Mr. Ellison is here, and he is in 
charge of this section on handling these Japanese claims. He will 
present the request. 

Mr. Roonry. Very well. 
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GENERAL STATEMENT 


Mr. Exuison. Mr. Chairman, Mr. Burger and ‘his first assistant. 
Mr. Leonard, could not be here today because they are participating in 
this Operation Alert. I am Chief of the Japanese Claims Section. 

Mr. Rooney. Well, are vou alerted sufficiently to advise us as to 
why you need this $275,000? 

Mr. Euuison. Yes, sir; I think so. 

Mr. Rooney. Will vou please proceed? 

Mr. Exuison. Mr. Chairman, Congress has previously appropri- 
ated $870,000 at our request and we did our best in estimating that 
amount when we did so, but we have already run out of that money. 
This involves claim payment money, may I say, and it is for the pay- 
ment of claims to persons of Japanese ancestry which have been 
allowed. 

Mr. Rooney. This would be money to pay claims already adjudi- 
cated? 

Mr. Exuison. That is correct, except that we ask for some addi- 
tional money to cover the balance of this fiscal year. 

The amount which has already been adjudicated, in excess of the 
amount appropriated, as of June 10, was $192,765. We estimate in 
order to finish out the fiscal year, we will have to have an additional 
$82,235. 

STATUS OF CLAIMS PROGRAM 


Mr. Rooney. What is the status of this matter of claims of per- 
sons of Japanese ancestry at the monent? How much has been paid 
out so far, and what do you have on hand? 

Mr. Eviison. You mean in amounts, sir? 

Mr. Rooney. Yes, sir. 

Mr. Exuison. I could give them to you approximately, sir. 

The approximate amount of claims remaining is $56 million, and the 
approximate number of claims remaining—in fact, the actual number 
of claims remaining—as of June 10, was 2,181. 

Mr. Roonry. How long do you feel it-will take to close out these 
claims? 

EFFECT OF PROPOSED LEGISLATION 


Mr. Extison. That depends entirely upon the status of the- pro- 
posed compromise legislation which is now pending before the Con- 

ess. 
wir. Rooney. What legislation is that? 

Mr. Exuison. Congressman Hillings at the last session of Congress 
introduced a bill in that regard, but it was not passed. He intro- 
duced a modified bill at this session, and that is H. R. 4673. 

Mr. Rooney. What does the bill provide? 

Mr. Euuison. It provides, as far as getting rid of these claims is 
concerned, to increase the authority of the Attorney General on 
compromises, by lifting the ceiling entirely. Under that bill, we 
could compromise any claim. At the present time, we are limited to 
$2,500 as the top ceiling, or three-fourths of the compensable items. 

If that bill passes, we believe we can do the job within a period of 
2 years. 

Mr. Rooney. What will be the situation if it does not pass? 
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Mr. Exurson. We do not know. It is a very difficult job. 

Mr. Rooney. It will probably cost more money if the bill does pass; 
will it not? 

Mr. Exvuison. If it does pass? 

Mr. Rooney. Yes. 

Mr. Exuison. No, sir; our experience has been to the contrary. 

Mr. CLevencer. Mr. Chairman, I am just anxious to see the num- 
ber of these little ‘‘pots and pans”’ cases wiped out. I have grown gray 
listening to them. I think I gave them the name of “pots and pans” 
a few years ago, or, rather, it was the first time I ever heard the ex- 
pression used. However, it does seem that they should liquidate 
them pretty soon. 

Mr. Exuison. May I say, sir, that the Phos and pans’ cases are 
gone to the extent that the claimants are willing for them to go. We 
have either settled all the pots-and-pans cases, or we have given 
counteroffers to the claimants. The reason why we cannot estimate 
the amount needed with any accuracy is that we have no way of know- 
ing whether or when the claimant will accept our counteroffer. 

Mr. CLEVENGER. I never was very proud of that operation in the 
first place. 

Off the record. 

(Discussion off the record. ) 

Mr. Roonry. Thank you very much, Mr. Ellison. 

Mr. Exvuison. Thank you, sir, Mr. Chairman. 


THURSDAY, JUNE 16, 1955. 


FEDERAL Prison SystTEM 


WITNESSES 
J.V. BENNETT, DIRECTOR 
R. W. MEIER, BUDGET OFFICER 
Rk. D, BARNES, SENIOR ARCHITECT 
§. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 


BUILDINGS AND FACILITIES 


Mr. Rooney. The next matter for the committee’s consideration 
is contained in House Document 171 at page 17 thereof. It is a re- 
quest for an additional amount for buildings and facilities for the 
Federal prison system, $17,100,000. 

At this point we shall insert in the record the entire and meager 
justifications which are contained on 2 pages, pages 2 and 3; 

(The justifications referred to are as follows:) 


“Buildings and facilities, Federal prison system’’ supplemental estimate—1956 


(H. Doe. No. 171) 
Request Glew Genet weer 1O06)e coi. cee geen gss---e $17, 100, 000 
Balance brought forward. -___.......-.--------------- $305, 000 
Pending supplemental 
Obligations through Apr. 30, 1955. .....-..--.--.--.---..-- 207, 976 
Expenditures through Apr. 30, 1955 342, 653 
Budget estimate next fiscal year 20, 350, 000 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Close custody reformatory, $7,500,000 

The percentage of youthful offenders sentenced in Federal courts has increased 
over the years to the point where we now have critical need for an additional] 
institution of a close custody type for this group. The number of commitments 
of vouths under 25 has increased from 3,730 in 1940 to 6,209 in 1954. This age 
group accounted for 25 percent of the commitments in 1940 and 38 percent jn 
1954. But of equal importance is the fact that a substantial proportion of 
offenders in this age group are the most unstable and aggressive with which the 
prison system has to contend. The Federal prison system has no institution 
which has the necessary custodial facilities and in which this group can be ci ep 
the supervision and training that they require. The overflow from the evisting 
reformatories must be, and have been, transferred to penitentiaries where they 
overcrowd these institutions and are a disturbing influence among the more mature 
prisoners. Furthermore, the provram of a penitentiary is not geared to the con- 
trol, training and rehabilitation of these vouthful offenders. 

An institution for the age group under 25, with facilities which will permit close 
custody and supervision, is essential not only to relieve overcrowding gererally, 
but to eliminate the more serious custody and problem cases from our existing 
reformatories, which are all of a medium or minimum custody type and to relieve 
the penitentiaries of this disrupting element so that they may properly deal with 
the older penitentiary-type population. 


New maximum security penitentiary, $9,600,000 


The growth of the population of the Federal prison system to above 20,000 has 
created a dangerous degree of overcrowding. Additional prisoners cannot te 
safely confned in existing prisons. But in addition to the drastic increase in 
numbers of prisoners, the ratio of prisoners requiring maximum custody has 
increased out of proportion to the population. Senterces are becoming lonrer and 
the ratio of prisoners convicted of serious offenses is increasing. From 1945 to 
1954 the more serious offenses in the prison population increased from 7,556 to 
11,816, an increase of 56 percent. Narcotics offenders increased from 1,482 to 
3,184; prisoners convicted of robbery, kidnaping, and burelarv from 785 to 1,113, 
and prisoners involved in the interstuve transportation of stolen cars, from 1,713 
to 4,274. 

On June 30, 1954, the Federal prisons confined 2,707, persons with sentences of 
10 years and over, and 1,702 with sentences of more than 15 years, including 246 
with life sentences. On the same date Federal prisons confined 741 prisoners 
convicted of murder, 995 convicted of robbery, 435 convicted of rape, and 3,184 
convicted of narcotics violations. Furthermore, a survey of a typical ‘Federal 
penitentiary population shows that over 25 percent are wanted by other jurisdic- 
tions as escapees, parole violators, or on other charges. 

The advantage of segregating the most dangerous and troublesome prisoners in 
one institution has become obvious during the past 25 years. Only because the 
2 or 3 most dangerous prisoners of every hundred can be removed from the popu- 
lation of the regular-tvpe institutions can these institutions operate without 
expensive custodial and supervisory precautions. Hence the establishment of 
a maximum custody institution permits other prisons and the total prision system 
to operate more economically and more smoothly. 

It is proposed to construct this prison somewhere in the Midwest so as to make 
it centrally located to serve the entire country. It is anticipated that a suitable 
site can be located which is already under ownership of the Federal Government. 


Mr. Rooney. There are no details with regard to this request 
contained in these justifications. There is nothing as to size, as to 
type of construction, estimated cost, or practically anything other 
then broad general statements. Perhaps you can advise us, Director 
Bennett. 

GENERAL STATEMENT 


Mr. Bennerr. Mr. Chairman and gentlemen of the committee, | 
shall be very happy to give you all the details on that matter and 
had I known that what was wished by the committee in advance of 
our testimony was details as to construction, design, and so forth, 





he po ee a Ce ee a Cle 


ased 
ional 
ents 
} Age 
it in 
n of 
1 the 
ition 
ien 
iting 
they 
ture 
con- 


close 
‘ally, 
sting 
lieve 
with 


) has 
it ke 
se in 
y has 
> and 
15 to 
6 to 
82 to 
tid, 
1,713 


es of 
r 246 
yners 
3.184 
deral 
sdic- 


rs in 
e the 
OpU- 
hout 
nt of 
stem 


make 
table 
nent. 
uest 
is to 
ther 
ctor 


ae, | 

and 
se of 
orth, 


255 


| would have been happy to supply it. I have the data here and will 
supply it. 

This, Mr. Chairman and gentlemen, is a request for two new 
institutions, a new close custody reformatory estimated to cost 
$7,500,000, and a new maximum security penitentiary to cost 
39,600,000. 

We need these new facilities to provide space for the growing 
number of Federal offenders coming into our custody. As you know, 
the country is growing in size and the number of automobiles is 
increasing. Incidentally, the largest number of commitments to our 
institutions now are for young men stealing automobiles and taking 
them across State lines. 


INCREASE IN NUMBER OF FEDERAL CONVICTIONS 


In the last 10 years, Mr. Chairman, as this chart will show, the 
number of Federal convictions has increased from 32,895 in 1944 to 
38,141 in 1955. 

Mr. Roonry. What chart are you referring to? 

Mr. Bennett. Exhibit L, Mr. Chairman, shows the number of cases 
coming into Federal court. 

Mr. Roonry. But you were talking about those convicted and 
sentenced to prison. A great many of those convicted received sus- 
pended sentences and are not imprisoned at all. Is that correct? 

Mr. Bennett. Yes. 

Mr. Rooney. And between 1944 and 1954 there has been an 
increase of only about 3,000 prisoners. Is that correct? 

Mr. Bennett. Yes, but what I am pointing out is the upward trend 
in the number of prison commitments that has been occurring. You 
see, in 1944 there were 15,246 sentenced to imprisonment and in 1954 
there were 18,483 sentenced to imprisonment. 

Mr. Rooney. Was I incorrect? Is not the difference only about 
3,000? 

Mr. Bennett. Yes, sir, you are correct. This has resulted, because 
of an accompanying increase in the average length of sentence, in a 
disproportionate increase in the average number of prisoners in our 
institutions, as is shown in exhibit C. 

Mr. Rooney. If we were to take instead of the year 1944 for this 
comparison the year 1945, the difference would be only a little over 
2,000. Is that correct? 

Mr. Bennett. That is right. Of course it fluctuates. Those men 
we had during 1944 and 1945 were largely wartime offenders, violators 
of the OPA Act, violators of the Selective Service Act, and other 
minimum-custody type of cases which we were able to keep in our 
camps and our minimum-custody institutions. Since that time the 
character of the prison population has changed materially and the 
length of the sentences increased so that as a result our average 
prison population has continued to increase. It has been especially 
rapid since 1949. 

Mr. Rooney. You take as your basis of comparison the year 1944, 
moe as compared with 1954, 18,483. How many did you have in 

940)? 

Mr. Bennett. The number of men in prison? 

Mr. Rooney. You are only concerned with prisons, are you not? 

63859—55——17 
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Mr. Bennett, Yes. 

Mr. Rooney. Well, let us stay with prisons. 

Mr. Bennett. These are convictions. I will give you that figure 
in & minute. 

Mr. Rooney. It might be very interesting to have it now. 

Mr. Bennett. It is true that in 1939 we had a fairly high popu- 
lation, and during certain phases of the war we had a fairly high pop. 
ulation, but those were prisoners of a minimum custody type. In 
1939, 11,362 were convicted for liquor law offenses, mostly boot- 
leggers, and this last year there were only about 2,000 prisoners of 
that character committed to our institutions. Our need, Mr. Chair- 
man, is not for institutions or camps for this type or prisoners, but for 
the more serious offenders, both young offenders and the older group. 

This chart, exhibit G, will show how the prison population has 
changed since 1938 to date both as to number of prisoners and as to 
their character, and this change in our population has resulted in over- 
crowding in our close custody institutions. 

I submit for your consideration, Mr. Chairman, the average daily 
population in each of these institutions since 1949 and their normal 
capacity. 

In Atlanta we have 700 more prisoners in that institution now 
than its rated capacity. Men are sleeping in basements; all of the 
cells are doubledeck; all of the facilities are overloaded. Here are 
some pictures showing some of the conditions existing in those 
institutions. 

ALCATRAZ PRISON 


Mr. Rooney. What is the population at Alcatraz? 

Mr. Bennett. Today? 

Mr. Rooney. Yes. 

Mr. BENNETT. 298. 

Mr. Rooney. What is the maximum capacity of Alcatraz? 

Mr. Bennett. We have 315 regular cells in that institution. 

Mr. Rooney. I understood the normal capacity at Alcatraz was 
364. This is verified by the chart you have just handed me. 

Mr. Bennett. That is right, but we have added to the regular cell 
capacity the hospital facilities and what we call our special treatment 
facilities, namely, the section where we put men who have violated 
all the discipline, and we do not keep these full all the time. 

The institution at Alcatraz we have never permitted to go beyond 
what the people were able to handle there without crowding or 
doubling un. They are our most difficult and desperate group in the 
whole penal system and we have never permitted more than one man 
to a cell in the institution. 

We have at Atlanta and Leavenworth and McNeil Island special 
segregation facilities cases that ought to go to a maximum custody 
institution, but because we do not have room for them we keep them 
at Atlanta, Leavenworth, and McNeil Island. Rarely do we make a 
direct commitment to Alcatraz. 


INCREASE IN INMATE POPULATION 


Mr. Rooney. Have we as yet come across that figure for 1940? 
Mr. Bennett. The average number of Federal prisoners in the 
Bureau of Prisons institutions in 1940 was 18,689. 
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Mr. Rooney. What was the average number in 1946? 

Mr. Bennett. The average number in 1946 was 18,698. 

Mr. Rooney. Have you closed any institutions in the past 5 years? 

Mr. Bennett. No, we have closed no institutions. We had some 
camps that were authorized for standby purposes under the internal 
security program which we deactivated. 

Mr. Roonry. And you deactivated how many of those? 

Mr. Bennett. We deactivated four. 

Mr. Roonry. Out of five? 

Mr. Bennett. Four out of six. 


AVAILABILITY OF SANDSTONE PRISON 


Mr. Roonry. Did you close Sandstone? 

Mr. Bennett. That was closed finally in 1949. We have also, 
incidentally, you will recall, reopened an institution in southern Cali- 
fornia. 

Mr. Rooney. Does the Government still own Sandstone? 

Mr. Bennett. Yes. 

Mr. Roonry. And what is it being used for right now? 

Mr. Bennett. It is being used by the State of Minnesota as an 
institution for mental cases. 

Mr. Roonry. Has the Federal Government the right to reclaim it 
and reopen it as a Federal institution? 

Mr. Bennett. Yes. 

Mr. Roonry. How many prisoners would that take care of? 

Mr. Bennett. That would take care of about 600 medium custody 
prisoners. It is mostly a dormitory type institution very much like 
Danbury. It has cell facilities for only about 100 men. It has no 
wall about it and it was used and is suitable only for these medium 
custody cases. 


INCREASE IN NUMBER OF MAJOR OFFENSE INMATES 


Our need now is for facilities to take care of the growing number of 
bank robbers, the growing number of kidnaping cases, the growing 
number of serious assault cases, and the growing number of espionage 
cases. We are also getting more requests from military authorities 
to take rape and murder cases off their hands. 

We are trying to run an integrated system where we put a man into 
the kind of facility he needs. These camps that we have are quite 
cheap to construct, quite cheap to administer, and so we use them for 
the tractable offenders rather than the more costly permanent insti- 
tutional facilities. We have nearly 1,500 men in those camps at the 
present time. We have more men in these minimum custody facilities 
than any similar organization in the country. We have of course 
tried to use these open-type institutions to the maximum. But 
there are certain types of offenders we simply cannot put there with 
safety and carry out the responsibility placed upon us by the courts. 


NUMBER OF CONVICTED BANK ROBBERS 


Mr. Rooney. Do you have the figures with regard to convicted 
bank robbers? 
Mr. Bennett. Yes, 
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Mr. Roonry. May we see them, please? 

Mr. Bennett. Yes. It is shown in exhibit H. You will notice 
there the robbery cases have gone up 71 percent. 

Mr. Rooney. Do you have the figures beginning with 1940? 

Mr. Bennett. I can supply them. 

Mr. Roonry. Can you get them for us now? 

Mr. Bennett. | will get them for you in this same classification. 

Mr. Rooney. Of course, they do not help us unless we have them 
as we are making this record. 

Mr. Bennett. This figure on robbery cases includes bank robberies 
and also post-office robberies. In 1937 there were 157 bank robbery 
cases, and in 1953 there were 210 cases. 

Mr. Rooney. Do you have the figure for 1940? 

Mr. Bennert. Yes; 157. 

Mr. Rooney. In what year? 

Mr. Bennett. 1940, and 210 in 1953; and robberies of post offices 
while armed, I do not have that broken down since 1940. 

Mr. Roonry. What was the total number of robbery cases in 1940? 

Mr. Bennett. If we include thefts from interstate commerce—— 

Mr. Rooney. Did you include in this exhibit thefts from interstate 
commerce? 

Mr. Bennett. No; we did not. We only included in that bank 
robbery and robbery of post offices and robbery cases received from 
the District of Columbia. 


PRISONERS BY CATEGORY, 1938-54 


Mr. Rooney. Will you insert at this point in the record a statement 
with regard to prisoners covering the period from 1938 to 1954 in 
each and every category? 

Mr. Bennett. Yes, sir. 

(The information requested is as follows:) 





1938-54 


Prisoners confined in Bureau of Prisons institutions by offense: 
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INCREASE IN NUMBER OF NARCOTICS OFFENDERS 


Mr. Rooney. It would appear from this chart that your increases 
have been due to narcotics offenders. Is that correct? ¢ 

Mr. Bennertr. That shows a very considerable increase. 

Mr. Rooney. Do they require a maximum security institution? 

Mr. Bennett. Yes, sir. These narcotics offenders are being sent 
to us for long periods under the Boggs Act, which requires 2 years for 
the first offense, 5 years for the second offense, and 10 years for the 
third offense, and the second and third time offenders are the ones 
that require this additional maximum custody facility. They are 
very unstable and difficult to handle. 


TERMINAL ISLAND PRISON, CALIFORNIA 


Mr. Rooney. Did you not open a prison in the recent past? 

Mr. Bennett. We reopened the facility at Terminal Island, Calif. 

Mr. Roonry. How many will that accommodate? 

Mr. Bennett. Six hundred men. We are going to use that also 
for women who are convicted on the west coast, of whom we are con- 
templating assigning 185 to Terminal Island, which will save the cost 
of transporting them across the country. 


ADDITIONAL FACILITIES CONTEMPLATED 


Mr. Rooney. Does the Department of Justice have any ideas 
about further building over the instant request? 

Mr. Bennett. Yes, sir. We expect to submit to the committee 
next year a request among other things for an additional institution 
for young juvenile delinquents. If the rate continues to increase | 
see no alternative but to ask for an additional institution for young 
offenders. We have already, as a matter of fact, submitted that 
request to the Budget Bureau for their consideration. We also are 
submitting in our preliminary estimates a request for $11 million for 
new prisons. 

Mr. Rooney. Could you not use these four camps you closed for 
weer delinquents? 

Mr. Bennett. Not satisfactorily. They would not have the train- 
ing facilities, they would not have the shop facilities, and they would 
not have the school facilities needed for young offenders. We have 
one camp for the juvenile delinquents w ho are nearing the end of their 
term. Most of our big time offenders start as juvenile delinquents 
and we feel it is our job and our responsibility to do everything we 
can to retrain and rehabilitate them when they come to us as first 
offenders. That requires modern shop, school, housing, and medical 
institutional facilities. 

ALCATRAZ PRISON 


Mr. Rooney. What is the latest thinking of the Department with 
regard to Alcatraz? 

Mr. Bennett. The latest thinking of the Department is that an 
institution of maximum custody and minimum privileges is required 
in our system. The institution at Alcatraz, as I think you know, 
Mr. Chairman, and as Mr. Clevenger knows, is badly in need of 
important major alterations and repairs. If this institution we are 
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requesting is authorized and at the time it is completed, which will 
be from 2 to 2% years from now and our population of serious in- 
tractable offenders is not beyond 600, it may be possible to deactivate 
Aleatraz. 

Mr. Roongy. Are we to understand that if the presently proposed 
institutions were appropriated for, that you still would not close 
Alcatraz. 

Mr. Bennett. Well, no; that is not quite the view—at least not 
my view, Mr. Chairman. ‘There is involved also a matter of policy. 
The question is the extent to which the continuance of Alcatraz 
might deter crime, whether the psychology that has been built up 
about that institution is worth preserving as a crime deterrent. 

My view is that if the number of serious, assaultive, aggressive 
long-term prisoners does not exceed 600 or 700 at the time this new 
institution is completed, Alcatraz should be deactivated. The insti- 
tution, as you know, is on the extreme western part of the country. 
Men have to be transported from the east coast out there at consid- 
erable expense. This is costly, moreover, the institution is in need of 
major repairs, daily operating costs are high. I am inclined to feel 
that for these reasons as well as other broad policy considerations it 
would be economical and wise to discontinue its operation unless 
meanwhile our population of serious offenders originating on the west 
coast increases rapidly. 

Mr. Rooney. Are you in a position to represent the thinking of the 
Attorney General in this regard? 

Mr. Bennert. I think so. 

Mr. Roonny. And does his thinking coincide with yours on this 
subject? 

Mr. Bennett. Yes, I think generally it coincides with mine. 


INCREASE IN NUMBER OF CASES WITH SENTENCES OF 10 YEARS OR MORE 


May I show you some additional charts, Mr. Chairman, which will 
illustrate our need for this institution by showing you the increase in 
the number of cases with sentences of 10 years or more. In the last 
3 years the number of men in our institutions having sentences of 10 
years or more has increased from 1,579 to 1,842, nearly 300, in the 
number of long-term offenders. They are staying with us longer. 

Mr. Roonry. Would you let us have the figures in regard to this 
covering the period from 1938 to 1954? 

Mr. Bennett. Yes, sir, I shall be very happy to. 

(The information requested will be filed with the committee.) 

Mr. Bennerr. There has been a tendency for the Federal Govern- 
ment to broaden its responsibility for prosecuting these more serious 
offenders. More and more of them seem to be coming under our 
jurisdiction. For instance, you recall this recent riot they had at 
Charlestown Prison in Boston. The leader of that riot was a fellow 
named Green, a very hostile, assaultive, aggressive person, and the 
Federal Government had a conviction against him. When the State 
charges against him were dismissed and a new trial ordered by one 
of the courts of appeal he was immediately committed to our institu- 
tion. 

_ We have some more very notorious prisoners, in the sense they 
have committed some very serious offenses, in our institutions. Many 
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of these have been sent to us for major violations or military offense 
and assaults abroad, for murders of superior officers, for espionage, 
kidnaping, and for other offenses of that kind which are so serious 
we can take no chance of escape. 

There is no question but what our whole population trend is chang- 
ing, not only with regard to these older offenders but with regard to 
the youthful offenders as well. Somehow, for some reason that | 
cannot quite understand myself, many of ‘those who commit these 
serious offenses are youngsters. If you have time I will illustrate 
some of these to you. 

Mr. Roonry. We will take the time. 


INCREASE IN NUMBER OF YOUTHFUL OFFENDERS 


Mr. Bennett. Here is the case of a young boy now in one of our 
institutions who began his delinquent career at the age of 14, when 
he was sent to a State training school in Louisiana for carrying a con- 
cealed weapon. He ran away 19 different times. He stole a car and 
was arrested in Missouri and charged with murder at the age of 17. 
This charge against him was finally dismissed. 

Mr. Rooney. If the charge was properly dismissed it is hardly 
worth mentioning, is it? 

Mr. Bennett. What I am trying to say is that the charge was 
dismissed for a reason that is now obscure in the record. 

Mr. Roonry. What was the reason? 

Mr. Bennett. I do not know. 

Mr. Roonry. Then why mention it? 

Mr. Bennett. Because it is a part of the record. 

Mr. Rooney. I do not know what all this has to do with facilities, 
but go ahead. 

Mr. Bennett. I am citing a case to illustrate the serious behavior 
problems with which we must cope. 

Mr. Rooney. It is all highly interesting. 

Mr. Bennett. Then at the age of 18 he was sent to the State pen- 
itentiary at Angola for burglary. After he got out of that institution 
he was committed to us for stealing an automobile. He escaped by 
assaulting the jailer and stealing the keys. 

Mr. Rooney. In a Federal jail? 

Mr. Bennett. A federally approved jail, I guess. Then, while 
being questioned by an FBI officer he attempted to assault the officer. 
He was brought to the court and during his appearance in court he 
attempted to assault the same FBI agent with a chair, but through 
the prompt action of one of our employees he was prevented from doing 
so. He has been constantly rebellious. He has been transferred from 
one of our institutions to another and he is aggressive, a wolf, and he 
has been a serious custodial risk and a dangerous criminal. 

The point of that is that we want an institution of a close custody 
type to handle this sort of an offender, and there are many of that 
category. 

Mr. Rooney. It would seem that the Federal prison system, with a 
budget of—how much? 

Mr. Bennett. Roundly $30 million. 

Mr. Rooney. Should be able to take care of that young fellow. 

Mr. Bennett. But he is just one. 
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Mr. Roonry. You have how many employees? 

Mr. Bennett. Roundly 4,000. 

Mr. Rooney. It seems to me you should be able to take care of him. 

Mr. Bennett. Well, we are taking care of him now but what I am 
doing is trying to illustrate the kind of cases we have and the kind of 
facilities we need to take care of them. 


EXISTING MAXIMUM SECURITY FACILITIES 


Mr. Roonzy. How many maximum security facilities do you 
have now? 

Mr. Bennett. Atlanta, Leavenworth, McNeil Island, and Alcatraz. 

Mr. Roonry. The capacity at Atlanta is how many? 

Mr. Bennett. The capacity at Atlanta is 2,074. 

Mr. Roonry. And at Alcatraz, 364? 

Mr. Bennett. Yes. 

Mr. Roonry. And what is the capacity at Leavenworth? 

Mr. Bennett. 1904. 

Mr. Roonny. And McNeil Island? 

Mr. Bennett. 760. 

Mr. Roonsy. Do you not at the present time have almost 1,350 at 
McNeil Island? 

Mr. Bennett. Yes. That is far beyond capacity. 

Mr. Roonry. What was the population of McNeil Island in 1949? 

Mr. BENNETT. 1352. 

Mr. Roonry. You seem to be doing pretty well over all those years 
with your overcapacity. 

Mr. Bennett. Yes. 

Mr. Rooney. When you say overcapacity, does that mean you 
have one prisoner sleeping above another? 

Mr. Bennett. Yes; for one thing. 

Mr. Rooney. That is a terrible thing, is it not, as shown by your 
photographs. What is the purpose of this photograph [indicating]? 

Mr. Bennett. The purpose of that photograph is to show that the 
beds are double-deck beds. 

Mr. Rooney. What is wrong with having double-deck beds? 

Mr. Bennett. Well, it crowds the men, makes it difficult to super- 
vise them and difficult to maintain discipline among them and has 
other serious consequences. 

Mr. Covupzrt. Off the record. 

(Discussion off the record.) 


OVERCROWDING IN FEDERAL INSTITUTIONS COMPARED TO STATE 
INSTITUTIONS 


Mr. Couprert. Mr. Chairman, I would like to ask the witness how 
conditions in our Federal institutions compare from the standpoint of 
overcrowding with State institutions of comparable character. 

Mr. Bennert. Most of our institutions of the maximum custody 
type are crowded far more than many State institutions of a similar 
character. Specifically, the upward trend in our population has been 
more rapid than the upward trend of the prison population in any 
State except California. California in the last 5 years has built sev- 
eral new institutions and that has relieved their problem somewhat. 
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Mr. Couprert. How about State and Federal institutions in the 
matter of prisoners having single cells? 

Mr. Bennett. The number of prisoners in Federal institutions 
having single cells or single rooms to themselves is far less than jy 
ne like New York or Pennsylvania or Illinois or the New England 

tates. 

Mr. Coupert. You feel that overcrowding contributes substantially 
to the problem you have been discussing of attempted escapes and 
lack of discipline in the institutions? 

Mr. Bennett. Yes, and it handicaps in addition our efforts to 
rehabilitate. 

INCREASE IN PRISON POPULATION 


Mr. CouprErt. What was the total prison population 10 years ago 
and 5 years ago, if you know offhand. 

Mr. Bennett. Five years ago, in 1950, it was 16,947. This past 
year our average population was 21,400. 

Mr. Rooney. This past year? 

Mr. Bennett. It will average that in 1956. 

Mr. Rooney. Let us take the final figure as of last year, 19,245; is 
that right? 

Mr. Bennett. That is right. 

Mr. Coupert. I think it is important to have these figures. 

Mr. Roonery. They are being inserted in the record from 1938 all 
the way through. 

Mr. Covupert. That is all. 

Mr. Rooney. It would appear that in these maximum security 


institutions you can accommodate over 5,000, probably up to 6,000, 
so you have ample facilities for the 1842 serving sentences of 10 years 
or over. 

Mr. Bennett. Yes, but we have others as well, Congressman. 
Length of sentence is only one indication. In addition there may be 
person in there with a relatively short sentence who has a long State 
detainer against him. 


M’NEIL ISLAND PRISON 


Mr. Roonry. Getting back to the double-deck bed business, at 
MeNeil Island are not the bulk of the prisoners kept in a large dormi- 
tory-type room? 

Mr. Bennett. No, sir; the bulk are in the main cell house. We do 
have in addition out there a couple of dormitories, but the bulk of the 
prisoners are in the cells. 

Mr. Roonry. How many? 

Mr. Bennett. Here is a cell scene at McNeil Island [indicating 
photograph]. In the main cell house at McNeil Island I suppose 
there are 650 men. 

Mr. Roonry. How many in the dormitories? 

Mr. Bennetr. There are 2 cellhouses at McNeil Island and | 
suppose in the other cellhouse there are 110 or 115 men. Probably 
there are 750 in these cells. The remainder of them are in the 
dormitories. 

Mr. Roonry. How many are in the dormitories? 

Mr. Bennett. Well, I should estimate about 500. 
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Mr. Roonry. What difference does it make whether there are 
i-deck or 2-deck beds in a large dormitory room? 

Mr. Bennett. It creates a problem of supervision, it makes a 
problem in the maintenance of discipline, it requires an officer to 
supervise them more carefully than if all were in single cells. Take 
at Atlanta penitentiary, in the large cellhouses with 900 to 1,000 
men we have only 2 officers and all the cells there are doubled up. 
Keeping serious offenders in large dormitories like that is universally 
looked upon as contributing to crime, as detrimental to the well- 
being of the less hardened inmates. 

Mr. Rooney. Is it any more difficult with regard to homosexuality? 

Mr. Bennett. Yes, very much more difficult in these crowded 
quarters, much more difficult to control it. It is also much more 
difficult to prevent thefts, the stealing of articles; and much more 
difficult to prevent assaults. 

We have had, as you know, Mr. Chairman, a very serious assault 
when one of our prisoners was murdered last year at Lewisburg, and 
Lewisburg is one of the places where we have cell facilities for only 
about 40 percent of the men. The ideal thing, of course, is to have 
every man in a separate room as we have for most of the men at 
Terre Haute, but that would involve a price that I do not think can 
be justified. 

NUMBER OF ESCAPES 


Mr. Roonry. How many excapes have you had from maximum 
security institutions in the past 10 years? 

Mr. Bennett. Successful escapes, not very many. 

Mr. Rooney. How many would you say? 

Mr. Bennett. In the past 10 years, 15 or 20 successful escapes. 
We had two last year at Atlanta where they succeeded in going out 
through a 15-inch storm sewer main. We had 1 or 2 escapes from 
Leavenworth where they succeeded in spreading the bars of the main 
cell house. 

Mr. Roonry. How many from Alcatraz? 

Mr. Bennett. None. I do not think we have ever had a successful 
escape from Alcatraz, although there are two men unaccounted for. 
We think they were drowned in the process of attempting to escape. 

We think we have done pretty well, Mr. Chaiman. We have had 
no serious riots in our institutions. 

Mr. Roonry. You have claimed you have been doing so well over 
these many years that it is quite startling to have you come here 
today and tell us how poorly you are doing and say you need these 
other institutions on such a limited increase in prison population. 
This confuses me. 

Mr. Bennett. I am not indicating that we are doing poorly, Mr. 
Chairman. I am just trying to face up to the facts and be realistic 
about our needs. 

Mr. Rooney. It would seem from your testimony that we have 
nothing but homosexuals and assaults and escapes. I do not know 
what to make out of this. 

Mr. Bennett. I hope you will not interpret my remarks in that 
way at all. We certainly do not have many disturbances. We have 
& minimum of serious troubles. Only one real riot in the 27 Federal 
prisons in the last 18 years. Elsewhere they have been occurring 
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regularly. But I am telling you where the critical points lie. We 
can’t push our luck too far nor should we wait for a major riot to 
remedy a critical situation. 

Mr. Roonry. How many escapes have you had from MeNeil 
Island, with all the overcrowding you have been talking about? 

Mr. Bennett. Not very many. We do not have very many. 

Mr. Rooney. It looks like a comfortable place, judging by this 
photograph, with the incarcerated gentlemen playing what looks like 
pinochle. 

Mr. Bennett. I have never had anybody come back and never had 
anybody make an application to stay with us. We have no one on 
our waiting list. 

Mr. CLevenGceErR. Off the record. 

(Discussion off the record.) 

Mr. Couprert. What is the date of construction of your most recent 
institution? 

Mr. Bennett. The last one was authorized in 1937. 

Mr. CoupErt. You mean since 1937 there has been no new institu- 
tion built for Federal prisons? 

Mr. Bennett. That is correct, sir. 

Mr. Coupert. I suppose it has been made clear earlier, but I want 
to be sure—in this budget among those for which you are now request- 
ing funds is one that would be devoted primarily to youthful offenders, 
under the age of 25, in the form of a close custody reformatory? 

Mr. Bennett. Yes, sir; that is correct. 

Mr. CoupeErt. So that you will be able to keep that group together? 

Mr. Bennett. That is right, and get out these younger offenders 
whom we are not able to handle presently in our minimum custody 
reformatories and who are now at these large prisons like Atlanta and 
Leavenworth and put them with their own age group in a facility 
capable of handling them. 

Mr. Coupert. It will appear subsequently in the record, I take it, 
the amount of increased prison population in the last 20 years and 
for each year? 

Mr. Bennett. Yes, sir. 

Mr. Chairman, I call your attention in this regard to the increase 
in the number of prisoners under the age of 25 that have come into 
our institutions. 

During the war we had a very considerable increase in that group 
due to the selective service violators, the draft dodgers who came in, 
such as Jehovah Witnesses. For example, we had 12,000 Jehovah 
Witnesses during the war. Every one of those people we housed 
in our minimum custody camps and facilities of that kind. 

Now the number coming in is of these boys who are stealing cars 
and who are involved in serious assault cases of one kind or another. 
That is the difference. The statistics do not give a true picture 
because of the changing character of the population. I can take care 
of 10 selective service violators or bootleggers at less trouble than 
1 youthful bank robber. 


NEW MAXIMUM SECURITY PENITENTIARY 


Mr. Roonry. What do you have to say with respect to this $9.6 
million new maximum security penitentiary? 
Mr. Bennett. You mean as to its design? 
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Mr. Rooney. Location, design, cost, accommodations. 

Mr. Bennett. Yes, sir. I will submit to you here, Mr. Chairman, 
a tentative draft plan of that institution. That institution we estimate 
will cost us, on the basis of estimates we have made, which have been 
checked with State construction experience and have been checked 
with the Public Works Administration here, $1.52 per cubic foot. The 
total cost will include the cost of equipment, the wall, and all other 
facilities needed for a complete institution. 

Mr. Roonry. Where would it be located? 

Mr. Bennett. Mr. Chairman, that has not yet been decided. 
The probabilities are that it ought to be located fairly near the center 
of the country, since it will serve all parts of the country. 

Mr. Rooney. Can you tell us in what State it will be located? 

Mr. Bennett. No, sir. No decision has yet been made as to what 
State it should be located in, but it would be within the area, I should 
judge, of Illinois, Missouri, western Indiana or in that vicinity. We 
hope to be able to secure some Government land on which to locate it, 
because there is no money included in this estimate for a site. 

The Attorney General, I presume, will appoint a committee to ad- 
vise him as to the location and the selection of the site. After the 
committee has been appointed it will ask various communities which 
may be interested in having the institution, located in their vicinity, 
to submit proposals for the consideration of the committee. The com- 
mittee, of course, will want to know all the facts. 

Mr. Roonry. Do we have Federal land available in the States you 
mentioned? 

Mr. BennetT. Yes, sir; we think that there will be Federal land 
available in those areas. 

Mr. Rooney. Where? 

Mr. Bennett. Well, we have not made a detailed survey of that, 
except we do know there is land in southern Illinois, there is land in 
Missouri, and there is land in various other sections of the country. 
Mostly, of course, it is deactivated military reservations. 

Mr. Roonny. The maximum security prison would accommodate 
600 inmates? 

Mr. Bennett. Yes, sir; that is correct. 


BASIS OF ESTIMATE FOR OUTSIDE UTILITIES 


Mr. Roonry. How do you arrive at a figure such as this one: Sew- 
age, $250,000? 

Mr. Bennett. That is the estimate of our architects here, based on 
prior experience, constructing sewage plants for an institution of this 
size. 

Mr. Roonry. Do you have figures on this? 

Mr. Bennett. Oh, yes. We have figures on the costs of these 
plants. 

Mr. Roonry. Do you have them here? 

Mr. Bennett. No; I do not, but I have my architect here, Mr. 
Robert Barnes, who can give you some detail on that. 

Mr. Roonry. Maybe Mr. Barnes could tell us how you arrived at 
the figure of $250,000. 

Mr. Barnes. Mr. Chairman, the figures for the outside utilities 
are the best estimate of the averages which these same facilities in 
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similar institutions have cost. They have been checked with public 
buildings. No direct detailed estimate can be made until the site js 
developed. 

We have over the years worked on such sites as Big Oak Arsenal in 
Indiana, and the problems of getting water to the institutions that we 
constructed in 1938 and 1940 at Danbury, Terre Haute, and other 
places. These are based on those actual figures, brought up to date 
with regard to rising prices. 

Mr. Roonry. By the way, how many new buildings have been 
erected over the past 10 years at your institutions? 

Mr. Bennett. Well, practically none. , Practically no new housing 
or no new domitories. Practically none. We have been unable to 
get them. 

Mr. Rooney. When you say, ‘‘Practically none,” do you mean none, 
or is it possible there have been some? 

Mr. Barnes. What kinds of buildings, exactly, sir? 

Mr. Bennetr. Do you mean housing facilities? 

Mr. Rooney. Let us take housing facilities first. 

Mr. Bennett. None, sir. 

Mr. Rooney. So that all the building has been in the nature of 
powerplants, barns, and other such buildings? 

Mr. Bennett. Yes, sir; that is right. 


EQUIPMENT 


Mr. Roonrey. How do you arrive at a figure such as: Equipment, 
$600,000? 

Mr. Barnes. That is based on our cost of equipping the institutions 
that we built in 1938 and 1940 programs, and bringing that up to date. 
That is $1,000 a man for the entire institution. That includes every- 
thing: beds, lockers, tables, chairs, desks, typewriters 

Mr. Bennett. Kitchen equipment. 

Mr. Barnes. Kitchen equipment, tables for the dining room, 
chairs, for the auditorium, and so forth. 

Mr. Bennett. Incidentally, Mr. Chairman, these check very 
closely with State experience, where States have been building similar 
institutions of this kind. 


LOCATION OF NEW PRISONS 


Mr. Rooney. When will you have the information as to the location 
of these institutions? 

Mr. Bennett. Mr. Chairman, I presume that that will not be 
completed until the appropriation is made and the committee ap- 
pointed. It will take some time to make that selection. I should 
say if the funds are granted now we ought to have that information 
by the Ist of October. wm 

Mr. Rooney. Thank you, Mr. Bennett. 


STATEMENT OF CONGRESSMAN KENNETH J. Gray oF ILLINOIS 
FEDERAL PRISONS SYSTEM 


I should like to insert in the record at this point a statement sub- 
mitted by the distinguished gentleman from Illinois, Mr. Gray, with 
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regard to this request for $17.1 million for the Federal prisons system. 
(The statement is as follows:) 


SrATEMENT OF REPRESENTATIVE KENNETH J. GRay, 25TH District, STaTe 
or ILLINOIS 


Mr. Chairman and members of this fine Subcommittee on Appropriations, it 
is certainly a pleasure for me to have an opportunity of appearing before this 
committee today to discuss with you something I feel is very important to the 
citizens of this Nation. I speak of the request for a proposed supplemental 
appropriation of $17,100,000 to construct 2 new Federal prison institutions, 
including & maximum-security prison to handle increased numbers of Federal 
prisoners and to replace outmoded prison plants. I hope this committee will be 
able to allow the request made by the administration. I am sure there is little 
question existing in your mind concerning the need for new institutions to replace 
the overcrowded and antiquated physical facilities now being used in this 
country. 

Recent years have brought an appreciable increase in the number of Federal 
prisoners requiring confinement in maximum-security prison facilities. In the 
past 5 years the total number of prisoners has increased from 16,679 to 19,688 or 
an increase of 18 percent. Of this increased number, there has been a dispropor- 
tionate rise in the number of prisoners who are serious offenders requiring housing 
ina maximum-security penitentiary. 

Existing facilities for serious offenders have begun to fall below modern standard 
for such institutions. In the case of the penitentiaries at Atlanta, Leavenworth, 
and MeNeil Islahd, the Bureau of Prisons hopes to carry out major modernization 
projects to restore the prisons to adequacy, but in the case of Alcatraz, the Bureau 
favors ulti.ate replace:~.ent by another institution. Alcatraz has always been a 
dificult institution to ad:~.inister. Its isolated position in San Francisco Bay has 
caused its per capita operating cost to be about two and one-half tires that of 
other Federal penitentiaries, not to mention the added cost of transporting prison- 
ers from all over the country. For this reason, the Bureau of Prisons hopes to 
build a nev imaxi'num-security prison so'rewhere in the Midwest of these United 
States. Besides stating reasons for constructing the maxinu™-security prison, I 
should like to advance arguments for placing the new institution in southern 
Illinois. The principal reason, in my view, is that area satisfies the Bureau of 
Prisons’ desire for a site close to the center of population in the United States, 
which is near Olney, Ill. The center of the congressional district which I have the 
honor of representing is located less than 50 air-miles southwest of Olney. We 
have in my district, airline service, three major railroads, adequate power and 
water facilities, good syste:n of highways, fine ele'rentary and high schools, good 
parks, churches, and many coal mines largely ““worked out’ leaving an excess 
labor supply of critical proportions. _We have been classed by the United States 
Depart’~ent of Labor as being IV-B which is a very substantial labor surplus 
area. In addition to meeting the above i:rportant requirements, I have received 
resolutions and petitions signed by thousands upon thousands of residents of my 
district, wholeheartedly endorsing the 25th Congressional District in southern 
lilinois as a prospective site for this proposed waxi:nuir-security prison. The 
building of this prison in my district would be a great boo:n to our faltering 
econo ny, 

In closing I am reminded of a statement made by a former President when he 
asked ‘Which is the more important to our communities, to reform the small 
number of criminals that get into our penitentiaries or to teach the great mass of 
our citizens that crime does not pay?” Without doubt the United States has a 
grave responsibility to try to reduce the number of persons that commit crimes. 
In the meantime, we must provide adequate facilities for those required to go to 
prison. Through its achievements in the past, the Federal prison system has 
established a reputation for being one of the best prison systems in the world. I 
believe sincerely that by allowing this supplemental appropriation request, you 
will be contributing materially toward keeping that reputation. 

_l certainly hope this committee will be able to report favorably to the full 
Committee on Appropriations and that the House and Senate will be able to vote 
the requested funds for this purpose. I further hope that the prison can be loczted 
somewhere in the 25th Congressional District in southern Illinois. 

Mr. Chairman and members of this committee, I appreciate the opportunity of 
4ppearing here today. 





TuEsDAY, JUNE 14, 1955. 
UNITED STATES INFORMATION AGENCY 


WITNESSES 


BEN POSNER, BUDGET OFFICER 


IRVING 8S. SCHWARTZ, DEPUTY ASSISTANT DIRECTOR FOR AD. 
MINISTRATION 


L. K. LITTLE, DIRECTOR OF PERSONNEL 
SALARIES AND EXPENSES 


Mr. Roonry. We shall now consider the request in the amount of 
$430,000, for “‘Salaries and expenses, United States Information 
Agency,” a supplemental request for the fiscal year 1956. 

This request is contained at page 7 of House Document No. 171, 
and it might be well at this point to insert pages 1 and 9 of the justi- 
fications in the printed record. 

(The pages referred to follow:) 


Unitrep States INFORMATION AGENCY 
(H. Doc. 171) 
Salaries and expenses, United States Information Agency 


Request for 12 months from July 1, 1955 $430, 000 
Budget estimate next fiscal year $88, 500, 000 
Employment: 

Average number current appropriation 

Average number 1956 budget estimate 

Actual employment March 31, 1955 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


General.—Public Law 22, 84th Congress, approved April 5, 1955, amends the 
Foreign Service Act of 1946. These amendments authorize urgently needed 
benefits for Foreign Service personnel and their dependents. Those provisions 
of Public Law 22, which are applicable to the United States Information Agency, 
and for which funds are requested in this estimate for fiscal year 1956, are as 
follows: 

1. To make Foreign Service officers and Foreign Service Reserve officers eligible 
to receive hardship post differentials. 

2. To establish a home service allowance for Foreign Service personnel assigned 
to duty in the United States between tours of foreign duty. 

3. To defray part of the expenses of educating children of American parents 
stationed abroad in the Foreign Service. 

4. To provide medical examinations, inoculations, and vaccinations to the 
dependents of American Foreign Service personnel. 

The following is a minimum estimate, based on current personnel statistics 
applied to cost factors developed by the Department of State and accepted by 
the United States Information Agency. No provision is made for anticipated 
increases in personnel and dependents in fiscal year 1956. 


Summary of estimate by program 


. Hardship post differential payments for Foreign Service officers and 
Foreign Service reserve officers 

. Home service transfer allowance 

. Educational allowance for Foreign 


. Reimbursement to Department of State for administrative support_. 99, 130 


——___——— 


Total estimate of additional funds required 430, 000 
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Mr. Roonry. Do you have a statement to make with regard to 
this request, Mr. Posner? 

Mr. Posnzur. I wish to explain briefly, sir, that the requirements 
of the United States Information Agency are for items explained to 
the committee by the Department of State. 


BASIS OF NEED FOR SUPPLEMENTAL FUNDS 


There are four provisions of Public Law 22 which involve increased 
costs in fiscal year 1956, and which apply to overseas American 
employees of the United States Information Agency as well as to 
overseas American employees of the Department of State. 

The four items are: 

The establishment of allowances to defray part of the expenses of 
education of children of American parents stationed abroad in the 
Foreign Service; the provision making Foreign Service officers and 
Foreign Service Reserve officers eligible to receive hardship post 
differentials; the establishment of a home service allowance for For- 
eign Service personnel assigned to duty in the United States between 
tours of foreign duty; and the provision of medical expenses, inocula- 
tions, and vaccinations to the dependents of American Foreign Service 
personnel. 

In addition to these direct costs, the agency’s bill from the Depart- 
ment of State for overseas administrative support will be increased by 
$99,130, which represents the increased costs to State of granting these 
allowances to Department of State personnel who provide administra- 
tive support services to the United States Information Agency posts 
overseas. 

Mr. Rooney. In connection with this very matter? 

Mr. Posner. Yes, sir. The increase is due to allowances which 
would be paid to State Department people under Public Law 22. 

Mr. Rooney. If I understand you correctly, if you were allowed the 
$430,000, you would propose to transfer almost $100,000 of that 
amount for the bookkeeping and administrative support rendered by 
the State Department? 

Mr. Posner. That is correct, sir. That follows the system under 
which the Department of State renders administrative support to 
other agencies who operate overseas. 


EDUCATIONAL ALLOWANCES 


Mr. Rooney. With regard to the amount of $274,350 under educa- 
tional allowances for Foreign Service employees assigned overseas, 
would you say that we might be governed by the testimony given 
yesterday before this committee by the State Department? 

Mr. Posner. Yes, sir. 

Mr. Rooney. You have just taken a figure, have you, that has been 
submitted to you by the Department of State? 

Mr. Posner. We have taken the cost factors developed by the 
Department of State. 

If those factors were to change on the basis of the survey presently 
being conducted by the Department, it would change our estimate 
accordingly. 

Mr. Rooney. Do you have any more recent data or facts with 
regard to the basis for these figures on educational allowances? 

63859—55 18 
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Mr. Posner. We have no more recent information than was avail- 
able, Mr. Chairman. 

Mr. Rooney. You have no more recent information than the 
Department of State had? 

Mr. Posner. We have no more recent information than was made 
available to the committee by the Department; no, sir. 

Mr. Rooney. And that, I might call to your attention, is 5 years 
old, as of yesterday. Thank you very much, gentlemen. 

Mr. Posner. Thank you, sir. 


Monpay, JUNE 13, 1955. 


EMERGENCY FUND FOR INTERNATIONAL AFFAIRS, 
EXECUTIVE 
WITNESSES 
DEPARTMENT OF STATE 


HERBERT HOOVER, JR., ACTING SECRETARY OF STATE 

ROBINSON McILVAINE, DEPUTY ASSISTANT SECRETARY FOR 
PUBLIC AFFAIRS 

DOUGLAS N. BATSON, PROGRAM 

CHARLES F. HAWKINS, BUDGET AND FISCAL 


DEPARTMENT OF COMMERCE 


WALTER WILLIAMS, ACTING SECRETARY OF COMMERCE 

ROY F. WILLIAMS, DIRECTOR, OFFICE OF INTERNATIONAL TRADE 
FAIRS 

ROBERT WARNER, ASSISTANT DIRECTOR, OFFICE OF INTERNA- 
TIONAL TRADE FAIRS 

E. PAUL HAWK, DEPUTY DIRECTOR, OFFICE OF INTELLIGENCE 
AND SERVICES, BUREAU OF FOREIGN COMMERCE 

OSCAR H. NIELSON, DIRECTOR, OFFICE OF BUDGET AND MAN- 
AGEMENT 

NATHAN OSTROFF, ASSISTANT GENERAL COUNSEL 


UNITED STATES INFORMATION AGENCY 


THEODORE C. STREIBERT, DIRECTOR 

ABBOTT WASHBURN, DEPUTY DIRECTOR 

BEN POSNER, BUDGET OFFICER 

HARRISON T. McCLUNG, TRADE FAIRS ADVISER 
JACOB CANTER, CULTURAL AFFAIRS ADVISER 


Mr. Roonry. The committee will please come to order. 

We have with us this afternoon the distinguished Acting Secretary 
of State, Mr. Herbert Hoover, Jr., who wishes to address us with re- 
gard to the request entitled “Emergency Fund for International Affairs 
Executive.” 

You may proceed, Mr. Secretary. 





Vail- 
the 
nade 


ears 


273 


GENERAL STATEMENT OF ACTING SECRETARY OF STATE 


Mr. Hoover. Thank you, Mr. Chairman. 

Mr. Chairman and members of the Committee, I appreciate this 
opportunity to speak to you briefly about the President’s Emergency 
Fund for Participation in International Affairs. 

My own relationship to the program is twofold. First, the overall 
supervision of the program was vested by the President in the Opera- 
tions Coordinating Board of which I am Chairman. This Board 
receives and reviews regular reports on operations from the action 
agencies —USIA, State, and Commerce. Secondly, the Department of 
State is actually operating one phase of the program—the cultural 
activities. The Department is, of course, vitally interested in the 
success of all phases of the program, touching, as it does, on many 
aspects of our foreign policy. 

There have been many shifts and changes in the cold war during the 
last year, and especially so during the last few months. It is still too 
early fully to assess many of them, or to chart our future course in any 
great detail. 

We must of course remain vigilant. We hope that recent events 
may lead eventually to solving some of the East-West problems and 
ultimately to a secure peace. But this will undoubtedly prove to be 
along and slow process. These changes may provide opportunities 
which we wish to take advantage of, within the hard practicalities that 
exist in the world today. No matter what progress may be achieved, 
there will remain fundamental and basic differences between the 
ideologies of the free world and the Communist systems. Greater 
and greater emphasis may well fall on the economic and cultural 
differences between the two conflicting systems. In other words, the 
tactics of international communism may change, but the fundamental 
objectives will remain constant. The promotion of peaceful United 
States objectives should be facilitated by every means at our disposal. 
Frequently an international trade fair, an important cultural event, 
or a scientific gathering, provide opportunities to influence public 
sentiment, of value as great or even greater, than more formal and 
official occasions. 

It is with a renewed sense of urgency, therefore, that we present 
this program today. We would like to outline the manner in which 
ithas been administered, the uses to which the funds have been allo- 
cated, and the plans for the coming fiscal year. 

The President, as you know, has placed great stress on this program. 
A year ago, in his letter of July 27, 1954, to the Congress requesting 
the existing appropriation, he said: 

I consider it essential that we take immediate and vigorous action to demon- 
strate the superiority of the products and cultural values of our system of free 
enterprise, 

Again, in his letter of June 10, 1955, to Mr. Cannon, chairman of the 
House Committee on Appropriations, the President said: 

[ have taken a keen personal interest in the development of the program during 
the first 9 months of its operation, and have been particularly gratified by the 
progress that has been made in so short a period of time. 

A total of $5 million was appropriated for the President’s fund by 
the 83d Congress. These funds have been allocated on the following 


basis : 





Department of Commerce $2. 592 
Department of State_- 2, 250, oo 


5, 000. 000 


Reports from abroad have indicated that the program has met with 
a high degree of success. Quarterly reports covering the expendi- 
tures that have been made from the fund have been rendered to your 
committee, and members of the departmental and agency staffs are 
present to make available any further details of these operations. 

The supplemental appropriation of $6 million, which is now being 
requested for the coming year, would be allocated as follows: 
Department of Commerce_--___-_-_--- $3, 500, 000 
Department of State_- 2, 250, 000 
United States Information . 250, 000 


Total 6, 000. 000 


I know that you will want to hear something about the details of 
the operations and of the proposals for the coming fiscal year. With 
me today are the responsible officers of the agencies charged with 
carrying it forward. When it is agreeable with you, I would like to 
turn the discussion over to the Director of USTA, Mr. Theodore 
Streibert, Under Secretary of Commerce Walter W illiams, and Deputy 
Assistant Secretary of State Robinson Mcllvaine. They, and their 
assistants, are ready to describe the program, as well as to answer 
your questions. 

Thank you very much, sir. 


LANGUAGE OF SUPPLEMENTAL REQUEST 


Mr. Rooney. At this point we shall insert in the record the matter 
at page 5 of House Document No. 171, which sets forth the request 
in the amount of $6 million for funds appropriated to the President, 
Emergency Fund for International Affairs 

(The information referred to follows:) 


“FUNDS APPROPRIATED TO THE PRESIDENT 
“EMERGENCY FUND FOR INTERNATIONAL AFFAIRS 


“For expenses necessary to enable the President to take such measures as he 
deems appropriate to meet extraordinary or unusual circumstances arising in the 
international affairs of the Government, [$5,000,000] $6,000,000, to remain 
available until expended, for use in the President’s discretion and without regard 
to such provisions of law as he may specify: Provided, That the President shall 
transmit to the Committees on Appropriations of the Senate and of the House of 
Representatives, not less often than quarterly, a full report of expenditures under 
this appropriation.” 

This proposed supplemental appropriation is needed to continue United States 
participation in international trade fairs and presentation of its cultural achieve- 
ments abroad. It makes possible exhibitions by private firms, cultural groups, 
and this Government, demonstrating the United States dedication to peaceful 
production and cultural values. 


PROPOSED ALLOCATION OF FUNDS 


Mr. Rooney. We shall also insert in the record pages 5, 31, 33, 34, 
38, and the text above the total on page 41 of the justifications. 
(The information referred to follows:) 
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ALLOCATION TO DEPARTMENT OF COMMERCE 


Summary of estimated requirements, fiscal years 1955 and 1956 


Amount | Positions | Amount 
| 


| 

Personal services: 

Permanent positions: | | 

European and Latin American fairs_......----- 18 | $54, 405 ¢ $117, 388 

Far East and Near East fairs___- 48, 891 70, 947 
Program direction and development: | 

Office of International Trade Fairs 35, 462 9, 740 

Bureau of Foreign Commerce 3 | 29, 985 : 2, 125 


168, 743 | 3 200 
Make 43, 425 , 595 
Other personal services expenseS-..........----------| sau SO ee 2, 555 


Told) DO OTM 8 cdc ncnessckdaacenastes i ceaes ele 239, 248 431, 350 
Other objects of expenditure: 

106:000'1.....- 2... 275, 000 

TYGRENOF ENGAGE OF GEIS «once cn nccnsecsscesscee ; | 106, 100 | _- =e 30, 000 
Communications services ; diss Sat ei ce 14, 650 |__- -| 34, 900 
Rents O20 WEsey BOTVINUG. 6 nn osc c cn ccccccsccceess 315, 000 
Printing and reproduction 80, 500 | : 90, 000 
Other contractual services 1, 643, 420 |_...________| 2,088, 500 
Services performed by other agencies------- el ; 7, 500 |.--- | 8, 000 
Supplies and materials 16, 150 25, 000 
DE Eat ee iekndadabbnbeoenacsansnegeqns 26, 000 | , 000 
es CID artes ccs Sis ec connnsaeuwswuiend 1, 083 | 2, 250 


Total obligations. ---- Sathish ad kncnatne snubs onadion shee sca 2, 592, 456 3, 500, 000 


ALLOCATION TO DEPARTMENT OF STATE 


Summary of cultural activities by areas 
1955 FISCAL YEAR 











Activity | ARA EUR FE Total 


Orchestras.........- sabia nibeied ul Se svidbslotelehanebelbapaonapallacen | $30, 000 $146, 000 | SUE ORO Bc cxcces $401, 000 
DIGIND SPO iin is nindbbwowuwe ae 25,000 |...-- ; $29, 800 54, 800 
RN IN ict a ekaiecmnnvicniacenwnn 400, 000 226, 600 241,000 445, 600 1, 313, 200 
SIUNON  o irciaecsiedeerubi ein seinen 105, 000 25, 000 40, 000 80, 000 250, 000 
RC son ccaunbe umaeae 9, 500 12, 800 7,500 13, 000 42, 800 
BOOP CO NEEEGS oidewncucckeseenwctda aatachie 24, 400 17, 000 41, 800 83, 200 


568, 900 452, 400 513, 500 | 610, 200 2, 145, 000 
cmt aebindal 105, 000 





2, 250,000 


Orchestras 100, 000 | ool 401, 000 
Drama groups 75, 000 : 40, 000 115, 000 
Musical groups 120, 000 | 395, 000 | 965, 000 
DW ee duc std, Janda cece 50, 000 80,000 | 105, 000 | 155, 000 390, 000 
Individua) artists 25,000 | 5,000 | 10, 000 10, 000 | 50, 000 
IRE CUE cia dniminihnn spare sdenicwaserna 56, 000 | 25, 000 | 58, 000 61,000 | 200, 000 


661, 000 | 2, 121, 000 
iseed 129, 000 


DE ilecentariecicnenntnmiaicaetitinniains dieseusnaaealen | 2,250, 000 
| | 
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Summary of cultural activities by areas—Continued 








Projects Touring area Allocation 


— 


Projects which have been approved thus far: 
Salute to France__- $100, 000 
Jose Limon Dance Troupe / nie 35, 000 
Tours of individual artists 20,000 
National Music League.. 2 1 10,000 
Isaac Stern ; 2, 300 
Soccer team . 2,000 
New York Philharmonic Orchestra 50, 000 
Porgy and Bess 685, 000 


Philadelphia Sy ys Orchestra 71,000 
Jubilee Singers Ste 21, 000 
Ballet Theater ARA 70, 000 
All Asian Tennis Tournament. 16, 800 
United States track, field and swimming team ib idar ea 3 14, 400 
Svymphonv of the Air ; 225, 000 
William Warfield J 3,000 
Metropolitan Choir of Los Angeles 50, 000 
Salt Lake Tabernacle Choir. 7 ‘ C 5, 600 
Philippa Schuyler and Everett Lee 2, 000 
New Music Quartet 4, 000 
Oklahoma s 488, 500 





Tn oe oO dn oh be wmanmnewe ed cemmaan 334 2, 500 
John Sebastian - ! aa 3,000 


30, 000 


i 9, 100 





Projects pending approval during the 1955 fiscal year: 
University of Pennsylvania rowing team 
University of Denver skiing team. --_-- 
AAU field, track and swimming team -__- aah es accaae : 
Martha Graham Dance Troupe y 120, 000 
Robert Shaw Chorale ; Sveeediahannkeavire eee NE: : 24, 10 
Musical group-.........-.--- VE ote 10, 00 
Drama group-.. ee 2 sine |) ae 29, 8K 


a i ina ca isiesdea eae =) BACB CT . ‘ 233, 90 
Grand total af 2145, 000 


The proposed program for 1956 is listed by major activity and area: 
Orchestras ____-_- ARA,EUR,FE. 401, 0% 
I a EUR, NEA....- 115, 000 
Musical groups - : ‘ All areas 965, 000 
Dance groups--- 390, 000 
Individual artists ' ‘ ; 50, 000 
200, 000 


2, 121,000 








ALLOCATION TO UNITED States INFORMATION AGENCY 
SUMMARY OF ESTIMATED REQUIREMENTS, FISCAL YEARS 1955 AND 1956 


It is essential that maximum psychological impact be derived from participa- 
tion in fairs and the presentation of cultural attractions to overseas audiences. 
Full exploitation of these events affords an opportunity to increase substantially 
at small cost the effectiveness of the program financed by the President’s fund. 
Exploitation increases both the intensity of the impression created on important 
segments of that audience and the size of the audience reached by the program. 
By highlighting the activities of our cultural performers and our trade fair partici- 
pations, public affairs officers in United States Information Agency posts over- 
seas are creating lasting, favorable climates of opinion in many lands. 

The estimates for exploitation expenses are distributed as follows: 


| 
Fiseal vear Fisca! 
1955 195! 


(6) Exploitation of cu)tura] projects 91, 344 


129, 00 
(c) Program direction and development- --- « « | 34, 700 ) 
I 


(a) Exploitation of international fair participation ; $31, 500 ga) $54, OU 


| 
Total_- ae ‘ ‘ scolds é P i wi 457, 544 | 








$100, 000 
35, 000 
20, 000 
10,00 

2, 300 
2, 000 
50, 000 
685, 000 


71,000 
21, 000 
70, 000 
16, 800 
14, 400 
225, 000 
3,00 
50, 000 
5, 600 
2, 000 
4, 000 
488, 500 


2, 500 

3, 000 
30, 00 
911, 10 


15, 00 
10, OW 
25, 
120, 000 
24, 10 
10, 0 
29. RK 


233, 9 


145, 000 


401, 00 
115, 000 
965, 000 
390, 000 

50, 000 
200, 000 


121,000 
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$54, 00 
129, 000 


37, 100 
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Mr. Roonry. Thank you, Mr. Secretary. 

We shall be pleased to hear from the gentlemen to whom you have 
referred, and shall at that time go into the details of this request. 

Mr. Hoover. Thank you very much, Mr. Chairman. I particu- 
larly appreciate your letting me come over at 2 o’clock this afternoon. 
I think it was a little bit out of your schedule. 

Mr. Rooney. We did take you out of order, and now we have a bit 
of a time gap, but we realize how busy you are Mr. Secretary. 

Since we have a number of minutes before the administrative 
officers of the Department of State return to continue the matter with 
which we were concerned this morning, we shall at this time be pleased 
to hear the general statement of Hon. Theodore C. Streibert, Director 
of the United States Information Agency, in connection with this 
request. 


GENERAL STATEMENT OF Direcror oF UNITED STatEs INFORMATION 
AGENCY 


Mr. StrREIBERT. | have in addition to the statement for the record, 
Mr. Chairman, some informal remarks, if that may be filed. That 
contains the factual material. 

(The statement referred to follows:) 


STATEMENT OF THEODORE C. STREIBERT, DrrEcTOR, UNITED STATES INFORMATION 
AGENCY, COORDINATOR OF THE FUND 


The President’s Emergency Fund for International Affairs was appropriated 
by the 83d Congress (Public Law 663, approved August 26, 1954) in the amount 
of $5 million to remain available until expended. The purpose of the fund is to 
stimulate the presentation abroad by private firms and groups of the best American 
industrial and cultural achievements, in order to demonstrate the dedication of 
the United States to peace and human well-being. These presentations are to 
offset worldwide Communist propaganda charges that the United States has no 
culture and that its industrial production is oriented toward war. 

For years the U. S. S. R. and its satellites have been engaged in a calculated 
campaign to discredit the motives of the American economic system. An im- 
portant element in this campaign—and one which they have vastly stepped up 
since 1952—has been Communist participation in trade fairs at which the United 
States was not officially represented. The Communists found American nonpar- 
ticipation a useful tool for their own propaganda. Not only was the absence of 
the American exhibit interpreted as a slur on the host country but it was also 
used by the Communists to imply that the United States was too preoccupied 
with war production to bother to give attention to the promotion of trade in 
peaceful goods. 

In addition to the attacks on the United States economic system and their 
inference that the United States was clamping an ‘‘iron curtain” on peaceful 
trade, the Communists in 1953 also launched a vastly increased cultural offensive. 
Like the activity at trade fairs, this has had a twofold purpose: to discredit the 
United States while emphasizing the Communists’ own devotion to the peaceful 
arts. Russian ballet troupes, musicians, artists, and athletes of all kinds were sent 
out in great numbers to show the world the cultural achievements of Communist 
society. 

The comparative absence of American cultural groups abroad was striking by 
contrast. This was interpreted as a reflection of the paucity of culture in the 
United States and the American preoccupation with warlike activities. 

There is no denying that as a result of these Communist activities, United 
States prestige suffered in many key areas abroad. 

The President, in requesting the original appropriation, expressed the desire 
that the high industrial and cultural achievements of the United States he effec- 
vely and truthfully presented to the peoples of other nations. He stressed the 
need for demonstrating America’s dedication to peace and the progress of man- 
kind, to show imaginatively how United States industry is devoted to the dignity 
and welfare of the individual. He further expressed his belief that the presenta- 
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tion abroad of representative performing artists and cultural attractions would 
convincingly demonstrate the wealth of our country’s cultural attainments. 

The President’s Emergency Fund has been in existence for some 9 months, 
In this relatively short time the Department of Commerce has placed exhibits jp 
15 trade fairs and made forward plans for 13 fall fairs. The Department of State 
has initiated 30 cultural projects. The Information Agency has promoted and 
publicized these activities to achieve maximum impact upon the audiences and 
public overseas. 


Cultural projects administered by the Department of State 


Thirty cultural projects, of which 23 have been approved by the Interagency 
Committee and the remainder are under active consideration, are scheduled for 
presentation with the current funds appropriated. Atl of the projects undertaken 
in this program have been planned with specific interest and needs of the various 
regions of the world in mind. 

Of those approved, five major projects have been completed: Jose Limon dance 
troupe in South ae Porgy and Bess tour of the Balkans, Near East, and 
Mediterranean areas; Is saac Stern performances in Iceland; Jubilee Singers tour of 
far eastern and ne a eastern countries; and the United States track, field, and 
swimming stars (AAU) tour of Latin America. Four individual artists have per- 
formed overseas under the approved project, tours of American artists. A number 
of projects are now underway. The Symphony of the Air is on tour in the Far 
East and will also perform in south Asian cities; Schuyler and Lee are now per- 
forming in Latin America; Nell Tangeman is on tour in the Middle East; the 
New York City Ballet and the Philadelphia Orchestra are performing in the Salute 
to France and three other attractions; Medea, Skin of Our Teeth, and Oklahoma 
are to leave soon for Paris. The Ballet Theater is scheduled in the near future 
for a tour of Latin America. 


Cultural projects which have been approved through May 31, 1955: 


Projects Touring area 
Salute to France Europe. 
Jose Limon dance troupe Latin America. 
Tours of individual artists All areas. 
National Music League Do. 
Isaac Stern Europe. 
Soccer team Do. 
New York Philharmonic Orchestra Do. 
Porgy and Bess_- Europe, Near East, Latin America. 
Philadelphia Symphony Orchestra Europe. 
Jubilee Singers Far East, Near East. 
Ballet Theatre Latin America. 
All-Asian tennis tournament Near East. 
United States track, field, and swim- Latin America. 
ming team. 
Symphony of the Air Far East. 
William Warfield Europe. 
Metropolitan Choir of Los Angeles Far East. 
Salt Lake Tabernacle Choir Europe. 
Latin America. 
New Music Qrartet Europe, Near East. 
Oklahoma Europe, Near East, Far East. 
Nell Tangeman Near East. 
John Sebastian Do. 
Sauter-Finnegan Orchestra Latin America. 
Projects pending approval by the end of fiscal 
year 1955: 
University of Pennsylvania rowing Europe. 
team. 
University of Denver skiing team Latin America. 
AAU field, track, and swimming team_. Near East. 
Martha Graham dance troupe Near East, Far East. 
Robert Shaw Chorale Near East. 
Musical group 
Drama group 
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The trade fair program administered by the Department of Commerce 

The United States will have participated in 15 international trade fairs under 
this program by June 30, 1955. The nature of the participation has varied 
widely both in theme and in size. 

The theme of the American exhibit at the Constitutional Fair, Bangkok, 
Thailand, was “Fruits of Freedom.’”’ In addition to Cinerama, there was an 
extensive display of industrial goods from more than a hundred United States 
manufacturers. The United States exhibit won first prize. 

The Frankfort Fair, Germany, featured an ‘‘American at Home’ exhibit—a 
completely furnished 5-room modern house with actors impersonating an American 
family and demonstrating what the American way of life affords the average 
citizen in wages, comforts, and leisure time for cultural pursuits. More than 300 
typically American products were shown, not only as stationary exhibits but also 
on an endless conveyor belt. 

This same exhibit has also been shown at the fairs in Brussels, Belgium, and 
Barcelona, Spain. At the Verona, and Palermo, Italy, agricultural fairs, the 
United States exhibit presented a model American farm. Dramatic elements in 
the exhibit which delighted the crowds were a larger-than-life animated chicken 
and cow describing modern American farming methods. 

The United States exhibit at the Royal Netherlands Industries Fair at Utrecht, 
Holland, was devoted to ‘‘The Peaceful Uses of Atomie Energy.” 

American participation at the Milan, Italy, and the Paris, France, trade fairs 
consisted of a large exhibit telling the story of ‘‘Main Street, U. 8. A.,” a cross 
section of America in pictures, models, and actual life-size displays. 

The United States participation in the Tokyo, Japan, fair showed the latest 
developments in United States-Japanese technical cooperation. It was called 
“Partners in Progress.’ 

A trade information team and consultation booth, one of the features present 
at all trade fairs, was enlarged and used as the central motif in the fairs at Lyons, 
France, and the British Industries Fair at London, England. 

Three special exhibits were created for use at Valencia, Liege, and Hannover, 
While there exhibits were small, they made a considerable impact on the public 
and drew many favorable comments from the press. At Hannover, Germany, 
an exhibit showing the latest developments in the rubber and electronic industries 
was displayed. At Liege, Belgium, a selection of the best in United States indus- 
trial design was presented in cooperation with the American Society of Industrial 
Engineers. And at Valencia, Spain, a complete citrus fruit processing and packag- 
ing plant was shown as the United States exhibit. 


Fairs in which the United States participated in fiscal year 1955 


Location Dates 
Bangkok, Thailand Dec. 7-18, 1954. 
Frankfort, Germany Mar. 6-10, 1955. 
Verona, Italy Mar. 13-21. 
Utrecht, Holland Mar. 22-31. 
Milan, Italy Apr. 12-27. 
vO areata ce ie 1. CE et Uh et Dee ed ital Apr. 16-25. 
Hannover, Germany Apr. 23—-May 3. 
Brussels, Belgium ._. Apr. 23-—May 8. 
Liege, Belgium Apr. 23—-May 8. 
Valencia, Spain May 1-20. 
Tokyo, Japan May 5-18. 
London, England May 5-18. 

a le a a Eh erie May 14-30. 
Palermo, Italy May 24—June 10. 
Barcelona, Spain June 1-20. 


Exploitation of the President’s Program by the United States Information Agency 


_ It is essential that maximum psychological benefit be derivéd from participation 
In trade fairs and the presentation of cultural attractions to overseas audiences. 
Full exploitation of these events by United States Information Agency representa- 
tives, through the channels of press, radio, films, and through personal contacts 
has increased substantially, at small cost, the effectiveness of the total program, 
both - enlarging the size of the audience and by strengthening the impression 
created. 

The entire facilities of the United States Information Agency have been put at 
the disposal of the program. Charges against the fund are made only for extra- 
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ordinary activities which are outside the scope of normal United States Informa. 
tion Agency activities. 


Distribution of additional funds 


The appropriation of $6 million requested for the President’s emergency fund 
for international affairs would be allocated to agencies indicated for the following 
purposes: 


To the Department of Commerce for participation with official United 

States exhibits in 23 important international fairs___..._._.._._..-- $3, 500, 000 
To the Department of State to assist in the presentation of American 

cultural and sports groups in an estimated 406 cities abroad_____ 2, 250, 000 
To the U. 8S. Information Agency for the exploitation of programs 

described above_ -_------ DE arson : ; 250, 000 


ee = : = 6, 000, 000 


NEED FOR COMPETING WITH SOVIET UNION IN TRADE FAIRS 


Mr. Srrerpert. However, I should like to discuss briefly the un- 
usual circumstances which led up to this request for the special fund. 

For several years it had become increasingly evident that the 
U. S. S. R. was engaged in a calculated campaign to impress the 
people of the world with the industrial and cultural achievements of 
the Soviet Union. Reports from our officers in the field as well as 
from several Members of Congress described the flamboyant displays 
the Russians set up at many international trade fairs. In most cases 
their exhibits were the largest and most elaborate of any participating 
country. Inevitably the question arose, “Where is the United 
States?” 

The Soviets turned this question to their own advantage by stimu- 
lating interpretations that the United States’ absence was an insult to 
the host country. They also implied that the United States was too 
busy producing for war to participate in trade fairs. Representation 
of Communist countries in trade fairs increased in recent years as 
follows: 

In 1951 there were 15. 

In 1952 there were 25. 

In 1953 it increased to 40. 

In 1954 they participated in 53. 

And in 1955 they had stated intentions of appearing at 65. 

Similarly the U.S. S. R. was sending ballet troupes, concert artists, 
and outstanding athletes to the leading cities of Europe and Asia. 
Completely financed by the Kremlin, even to the extent of donating 
box-office receipts, usually to a local charity, these cultural ae 
ances made deep impressions upon many people. By default, the 
prestige of the United States suffered in this field, also. 

Specific countermeasures were clearly called for. A major reason 
we had been unable to meet the Soviet challe nge in these fields was 
that no Government agency or department had been charged with 
the responsibility of countering these forms of propaganda activity or 
given the necessary funds. That statement I wish to emphasize, be- 
cause we found it impossible, really, to deal with these activities as 
they developed, in that there was, as I said, no one Government 
department charged with that responsibility. 

The intense and increasing Soviet offensive in the trade fair and 
cultural fields led directly to the President’s request for an appropria- 
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tion of a special fund at the last session of Congress. This fund was 
designed to make possible a counterattack that. would regain some of 
the prestige we had lost. 

Meanwhile, the Soviets are continuing their massive offensive and 
have made elaborate plans for future trade fair participations and 
cultural attractions. They have also greatly expanded the number 
of sports delegations and teams being sent to compete with those of 
other nations. Representatives of the Departments of State and 
Commerce will discuss what the United States intends to do to meet 
the challenge and review some of the projects that have been under- 
taken during the past 9 months. 

There were a number of special circumstances which made it seem 
necessary for the United States Government to take the lead and 
work with private groups in establishing this program, rather than 
to leave it solely to private organizations: ‘To begin with, the Soviet 
campaign was carefully planned, well financed, and carried out 
without regard to any immediate commercial advantages. This 
meant that private American performing groups could not put on 
shows on anywhere near a similar scale without substantial financial 
loss. Also, in view of the distances involved and the consequently 
high transportation costs, the Communist countries often operate at 
a considerable competitive advantage, particularly in Europe and 
Asia, being nearer those areas. Furthermore, the currency and other 

rade restric tions imposed by many foreign countries today seriously 
limit purely commercial activities in these fields, and have often 
prevented other peoples from getting an accurate and adequate picture 
of our accomplishments. 

In addition to these direct deterrents to private activities in other 
lands in the trade fair and cultural fields we have often suffered from 
the fact that American accomplishments in these areas have not been 
adequately identified as such. Our products have been exhibited at 
trade fairs in the past, but they have been scattered to the extent they 
have frequently lost their identity. By establishing central exhibits, 
and by promoting cultural events directly under American auspices 
we have unified the impact of our achievements and clearly labeled as 
American the things we are most anxious for other people to see. By 
giving tangible evidence of our accomplishments we have increased 
and can further increase worldwide understanding of our industrial 
production and the cultural values of our way of life. 

The cost of achieving this increased understanding has not been 
exorbitant. The representatives of the Departments of State and 
Commerce will explain in more detail how the President’s “seed 
money’? concept has made it possible to achieve results out of propor- 
tion to the direct expenditure involved. By assuming certain of the 
unusual costs referred to above, the Government has ‘been successful 
in stimulating increased activities by private organizations in both the 
trade fair and cultural fields. Their cooperation has been excellent. 

| wish to close by reading an excerpt from General Gruenther’s 
testimony made on June 9, last wee ‘k, before the House Foreign Affairs 
Committee. He says: 

Our cultural program has been remarkably successful. I do not know what 
department of the Government runs it nor what the financial arrangement is but 


Porgy and Bess was a fantastic success in Europe. If we could put on 20 Porgy 
and Bess shows it would go a long way to show that we do not come from a country 
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that is as materialistic as some Europeans suggest. A week from Monday 
Oklahoma! hits Paris; you cannot get a seat for it. I do not know how many 
days it is going to be there, but seats are not to be had. I am sure it is under 
one of our cultural programs. While I am not here primarily to advocate support 
of the information program I can see what the Soviet propaganda does and I eap 
see where our own efforts do not always click. I bring this to your attention 
because the Soviets who are masters of political warfare go to incredible lengths 
to sell their way of doing things. 

Of course, these attractions were under the auspices of the President's 
fund. 

If there is no further discussion, I wish to suggest that we hear from 
Mr. McIlvaine on behalf of the Department of State as to the details 
of the cultural affairs program. 

Mr. Roonny. We are just taking your general statement now. 
We will get into the details of the program later. I do not see any 
sense in starting into them now, since we have less than 10 minutes 
remaining. When you return, ‘Mr. Streibert, I would expect that 
you would be able to tell us about the $5 million which you have in 
the current year—how much has been obligated to date, how much 
has been expended to date, and for what purposes, in detail. 

Mr. StrerBert. Yes. 

Mr. Couprrt. Mr. Chairman, with respect to the last 2 points 
Mr. Streibert was making, with respect to those 2 very successful 
shows that were playing to standing room only, do the people not 
pay admission? 

Mr. Srrerpert. Indeed they do. 

Mr. Couprrt. Are those shows a liability to your program? Do 
they not carry themselves? 

Mr. Strerpert. No. Even though they run to capacity audiences, 
it is somewhat similar to the Metropolitan Opera. The cost is too 
high, primarily because of transportation for a big cast and musicians. 
It is impossible for them to pay their way. 

Mr. Cievencer. I do not have the document in front of me, but 
I recall the supplemental that we had. I think this estimate pre- 
supposed that the Senate figure would be given, instead of the House 
figure, and that is what you are asking in the supplemental? 

Mr. Strrerpert. This is not a supplemental to our appropriation, 
sir. This is the President’s fund. 

Mr. Cievencer. I am talking about the one for your agency. 

Mr. Strerpert. USITA? 

Mr. CLevencer. Yes. 

Mr. StreiBert. This request is not provided for in our regular 
appropriation. 

Mr. CLeveNGcER. You take it for granted that the Senate figure is 
the one you are budgeting against? 

Mr. Strerpert. No. 

Mr. CLevenceER. It is somewhat higher than the amount allowed 
by the House, is it not? 

Mr. Strerpert. The amount we are asking for in connection with 
the President’s fund is not provided for in our appropriation request. 

Mr. CLEVENGER. I want to straighten my thinking out, to be sure 
I am right. 

Mr. Rooney. Mr. Clevenger, this is not a supplemental to the 
USIA fiscal year 1956 appropriation: this is a separate item which 
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originated at the White House to get around the thinking of the 
House Appropriations Committee with regard to trade fairs. 

Mr. CLEVENGER. You are reading my mind. 

Mr. Rooney. So in order to do that the President obtained an 
appropriation directly to him for participation in trade fairs. 

Is part of that a fair statement, Mr. Streibert? 

Mr. SrreIBERT. I would not know what part. 

\Mr. Rooney. Thank you, gentlemen. 


Turspay, JUNE 14, 1955. 


ALLOCATION TO DEPARTMENT OF COMMERCE FOR INTERNATIONAL 
TRADE Farr PROGRAM 


Mr. Roonry. Now, reverting to the request in the amount of 
s§ million for funds to be appropriated to the President, we have 
with us the Acting Secretary of Commerce, Mr. Walter Williams, who 
| take it wishes to address us with regard to the share of this fund 
allocated to the Department of Commerce; is that correct? 

Mr. WiuuiaMs. Yes, sir. 

Mr. Roonry. Do you have a general statement which you desire 
to make, Mr. Williams? 

Mr. WituraMs. Yes, sir. 


GENERAL STATEMENT OF ACTING SECRETARY WALTER WILLIAMS ON 
INTERNATIONAL TRADE Farr PROGRAM 


Mr. Chairman and members of the committee: I am very sorrry 
that Secretary Sinclair Weeks is out of the city, because he has taken 
a tremendously great interest in these international trade fairs, par- 
ticularly as a result of the recent 5-week trip which he took over 


; there in Europe, but as I think you have been advised, Mr. Chairman, 


he is unavoidably in the West at this time, and could not be here. 

I should like, if I may, to read a substantial portion of a statement 
that had been prepared by Mr. Weeks himself, and which draws to a 
considerable extent upon his experience over there, but rather than 
burden the committee by reading all of it, I shall read certain appro- 
priate parts, and then omit the rest of it, introducing that just as a 
matter for the record, if I may, please. 


The purpose of the trade fair participation program is, as explainei by the 

Presijent, ‘“‘to tell adequately the story of our free-enterprise system and to 
provile effective international trade promotion cooperation.” 
_ It is intended to overshadow the efforts of the Soviet bloc countries in their 
intensive program to use international trade fairs as an instrument to increase 
good will toward them. It is also designed to supply tangible evidence that we 
are capable of and willing to expand mutually profitable two-way trade with 
Inendly countries— 


and again I call your attention to the fact that this is Mr. Weeks’ 
statement— 


As I said, on the occasion of my recent departure to open some of our exhibits in 
European fairs: 

“The President’s international trade fair program is designed to demonstrate 
the worth of freedom and to show how the peoples of free nations can benefit by 
expanding world trade. 
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‘“‘The importance of participation by the United States Government and privat, 
industry cannot be overemphasized. In recent years Soviet bloc countries have 
had costly, imposing buildings at international fairs for promoting propaganda jp 
respect to Communist industry, trade, and working conditions. The United 
States, with the greatest industry, the largest volume of trade and highest standard 
of living in the world, has been conspicuous by its absence. 

“We want the millions who attend these fairs to know the true story of how 
American owners, managers, and workers, living under a free political system and 
enjoying free enterprise, are cooperating in the production of all kinds of goods 
and services not only for the benefit of our own people but for all others with whom 
we trace. We want to share our material blessings with our friends and learn 
about their industrial skills and advancements. Also, we want to buy goods from 
them, thus giving our own people the advantages of imports and strengthening the 
economies of the free nations of the world.” : 


That ends Secretary Weeks’ quote. 


The criteria that are used to determine the priority, extent, and nature of 
United States participation in any given trade fair have followed these guidelines, 
Commerce is the responsible action agency, but the actual determination of which 
fairs to participate in, and the themes and general content of such participation 
are made on the basis of interdepartmental consultation between, primarily. 
USIA, Commerce, and State, and such other agencies as may have a special con- 
tribution or interest in particular situations. In every case, of course, advice and 
suggestions are also solicited from the United States Embassy in the particular 
country. 

The President has emphasized his desire that funds appropriated by the Con- 
gress for this purpose should be used as “seed”’ to increase the total scope and 
effectiveness of the program by obtaining industry and trade cooperation in carry- 
ing out a major and increasing share of the job. This very important aspect of 
the program is being developed in several ways. For the most part, the products 
displayed in the Government exhibits are provided by prive.te firms or individuals 
Already, many hundreds of American firms have contributed many hundreds of 
thousands of dollars of products. Also, private executives and display experts 
have volunteered to act as exhibit consultants. And, both trade association and 
business executives are serving without compensation as members of the trade 
and marketing teams which operate the trade information centers as a part of 
most of our exhibits at fairs. These trade information centers give practical 
significance and a specially “good flavor” to our exhibits. We have keen widely 
commended for our initiative in being thus prepared to give advice and help to 
foreign visitors at the fair on two-way trade opportunities with the United States, 

The United States will have appeared at 15 fairs by July 1, 1955; and during the 
coming year, during fall 1955 and spring 1956, we expect to take part in at least 
22 additional fairs all around the world. Some are industrial, many are full- 
fledged trade fairs, a few are agricultural and a few are general international trade 
fairs. A few are restricted to buyers and sellers, but most admit the general public. 
It is estimated that from 12 to 15 million people will see American exhibits at 


these fairs. 

Mr. Weeks’ statement from this point on begins to refer to the 
individual fairs themselves, and I shall read the next paragraph of 
the statement because it covers all of these 15 fairs. 

The first fair of the program, the Bangkok Constitutional Fair, was held 
December 7—10, 1954. This was followed by United States exhibits at Frankfort, 
Verona, Utrecht—all in March 1955. Thereafter, exhibits were held at Milan, 
Lyons, Liege, Brussels, Hannover, Valencia, London, Paris, Palermo, Barcelona, 
and Tokyo. 

Well, then, the next part of Mr. Weeks’ statement has to do with 
some descriptive material as to what happened at the Bangkok Farr, 
the Frankfort Fair, and the Verona Fair. 


The theme offthe?American exhibit at Bangkok was Fruits of Freedom. 1) 
addition to Cinerama, a style show, and a toy train exhibit (this being to some 
extent a fun fair), there was an elaborate industrial exhibit with items supplied 
by more than 100 concerns. The United States literally ‘stole’ the show; and 
the U. S. S. R. decided_not to exhibit at the last minute. 





rivate 
S have 
nda in 
United 
indard 


of how 
m and 
goods 
whom 
| learn 
S from 
ng the 


ure of 
elines, 
which 
ation, 
narily, 
il con- 
ce and 
ticular 


» Con- 
ye and 
carry- 
ect of 
od icts 
| luals 
‘eds of 
Xxper>ts 
yn and 
trade 
art of 
2c tical 
widely 
elp to 
States, 
ng the 
t least 
e full- 
trade 
public, 
its at 


0 the 
ph of 


; held 
k fort, 
Milan, 


elona, 


with 
Farr, 


ip 

some 
pplied 
;- and 


285 


The Frankfort exhibit was entirely different in nature but just as successful. 
It featured a completely furnished, full-scale, five-room modern house with living 
actors impersonating an American family and demonstrating what the American 
way of life affords the average citizen in wages, comforts, leisure, and cultural 
attainments. More than 300 products in daily use in American homes were 
shown, not only as stationary exhibits, but on an endless conveyor belt. 

At Verona, the United States featured American farming methods and equip- 
ment. At the great fairs of Brussels and Barcelona the America at Home theme, 
tested at Frankfort, was used again with appropriate local variations. Tokyo 
saw a new exhibit of technical developments titled ‘‘Partners in Progress.”’ And, 
the United States exhibits at Paris and Milan featured the story of Main Street, 
U.S, A., a cross-section of America in pictures, models, and actual life-size displays. 
This exhibit will also be used later in Vienna, 


EUROPEAN TRADE FAIR VISITS 


My recent tour of United States exhibits in Europe included Milan, Hannover, 
Liege and Brussels, London, and Birmingham, and Paris. 


MILAN 


The International Samples Fair at Milan has come to be recognized as one of 
the largest and most important exhibitions in the world. With 21,604 exhibitors, 
covering 44 different nations and boasting an attendance of 4,100,000 visitors, 
he Milan Fair lives up to its premier world position in spectacular style. 

For our first United States participation, the American-designed exhibit Main 
Street, U. S. A. was mounted in the Palace of Nations. The display was designed 
to show the many facets of American life along Main Street—in the home, in the 
school, in the church, the farm and the factory. We were somewhat disappointed 
in this early effort and discovered that animation of industrial products is a neces- 
sary element in attracting great crowds of visitors to the United States pavilion. 
However, it gave a graphic look inside America for the average visitor and the 
Commerce Department Trade Information consultants were swamped with 
inquiries on two-way trade possibilities. There were 3,072 conferences held 
with Italian businessmen, 585 of which were considered of serious importance, 
dealing with questions affecting exporting, importing, licensing, patents, ete. 


The Hannover Fair, which he refers to aa as being a very large, 
heavy industry exhibit, is discussed next, and then he refers briefly 
toa visit at the Milan, ‘Liege, and Brussels Fairs, and the U. B. I. F. 
Fair at London and Bir mingham. 


HANNOVER 


The German Industries Fair, held April 24-May 3, at Hannover has become 
the largest heavy- industries exhibition in the world, supplanting in 5 short vears 
the international renown of the 600-vear-old Leipzig Fair. Here the United States 
exhibit was a major display of electronic developments and proved exciting and 
interesting to the worldwide attendance of industrialists and technical people for 
whom the Hannover Fair is limited. 

Minor mistakes of the Milan exhibit were fully corrected at the United States 
pavilion in Hannover where American electronic companies provided full anima- 
tion and technicians to explain and exchange knowledge about these newest tech- 
nical marvels. Color television, electronic juggling, electronic printing, and script- 
writing were all eagerly viewed in the United States pavilion by crowds estimated 
by the fair management at 300,000, and the American manufacturers who he lped 
create the exhibit were outspoken in their enthusiasm toward this type of partici- 
pation in future fairs. In United States commercial exhibits the number trebled 
this year over the preceding years. 


LIEGE AND BRUSSELS 


The two trade fairs in Belgium in which the United States participated and 
which were included in my itinerary, were somewhat smaller than fairs in Ger- 
many and Italy. The Liege Fair was devoted largely to industrial design and 
packaging, and the United States had the welcome cooperation of the American 
Society of Industrial Designers in preparing a 53-product exhibit, ranging in de- 
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sign from ballpoint pen to refrigerator and gas pump. It was attractively mounted 
and well received. 

The International Trade Fair in Brussels boasts very ornate permanent build. 
ings, and our United States exhibit of the American home, as shown in Frank. 
fort, was again shown with live actors demonstrating everyday life in the average 
home in the States. It proved most entertaining to all visitors and established 
the fact that the American home to most Europeans is a source of continual 
admiration and healthy envy. Incidentally, I noted the East German and Czech 
exhibits occupied 1,800 square meters while all other foreign exhibitions only had 
3,500 square meters. : 

BIF LONDON AND BIRMINGHAM 


The British Industries Fair is shown in two locations at simultaneous dates: at 
Olympia, London and Castle Bromwich, Birmingham. Both are strictly United 
Kingdom Industrial Expositions, the United States participation being limited to 
trade information booths, where Commerce Department teams of trade experts 
were available for interviews with British manufacturers, dealers, importers and 
exporters. The London BIF, long under Government subsidy, has this year been 
taken over by private enterprise and offers a varied bazaar-like trading center for 
all manner of British products in the consumer goods line. Attendance is planned 
for buyers but some hours are public, and total attendance was estimated at 
75,000. 

BIF Birmingham featured machinery and metalworking industries in a vast 
RAF airdrome which appears to be the largest exhibition hall in Europe. The 
attendance at the time of my visit was very high, and the fair officials were pleased 
with the modest United States participation. 


Finally, he discusses the Paris Fair, which I think is worth reading, 
because of certain lessons that have been learned at certain earlier 
fairs, particularly the Milan Fair. The exhibit at Milan had been 
lacking in animation. So, profiting by that experience, some life and 
animation were added to a similar exhibit built for the Paris Fair, with 
very splendid results. 

Let me read that part of his statement to you: 


PARIS FAIR 


A duplicate of the exhibit at the Milan Fair had been constructed for the Paris 
display, but additions and improvements were made to give the French showing a 
great deal of animation and excitement; live television in closed circuit for the 
crowds’ amusement, American kindergarten children and an American teacher 
demonstrating school opportunities, a family of actors in the American home, 
a do-it-yourself power tool exhibit and demonstrations of new kitchen equipment 
and such—to the end that the pavilion was so crowded the doors had to be shut 
twice in one day to prevent serious overcrowding. On Thursday, May 19, the 
attendance was recorded at 76,200 and the French newspapers continually praised 
United States participation. M. Tony Bouillet, president of the Paris Fair, in 
introducing me to some 300 American and French officials at the American Day 
luncheon said, in effect, that the American pavilion was the most attractive and 
exciting exhibit of the entire fair. 

It is planned that the United States exhibit in Paris, probably the best of our 
current program, will be adapted at the Vienna Fair next September and may well 
become, if funds are available, a show of American life to be exhibited in European 
centers other than trade fair locations. 

The trade fair at Lyons, France was included in the program and a trade team of 
consultants were in attendance at the United States Information Center. l- 
though this fair was not included in my itinerary because of travel complications, 
word was received from the American consul general that other participating 
countries were very impressed to see United States emphasis on two-way trade. 
Red China dominated this smaller French fair with a large pavilion of Chinese 
products, foodstuffs, silks and the like, but the effectiveness of their exhibit was 
substantially nullified by the fact that most of the articles displayed were obv' 
ously not available for sale. 


Now, by way of a concluding paragraph, Mr. Weeks said this: 


During the coming year, it is our intention to appear at a number of fairs around 
the world. Mr. Roy F. Williams, who is in charge of this program for us, and some 
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of his immediate associates, are here prepared to go into these with you in more 
detail. For my part, finally, I want to emphasize that I was tremendously im- 
pressed during my visit abroad with the opportunity that these trade fairs offer for 
telling the American story. Already, we have scored several great propaganda 
successes, and I am confident that we will be even more effective in our next efforts. 

The actual and potential results in terms of good will and friendly understanding 
far exceed the small costs involved. A one shot effort would have only a negative 
effect. It is very important that we continue this program. 

I should like to add these few words by way of supplementing the 
statement of Secretary Weeks: 

On his return, he called together the Bureau heads of the Depart- 
ment, and others, and gave a tremendously interesting report. I think 
that the written statement, as I have read it to you, is quite an under- 
statement, so far as a fair expression of his enthusiasm is concerned. I 
think it is not too much to say that he came back with quite a greater 
appreciation as to the importance of these international trade fairs. 

Now, Mr. Chairman, because of the fact that there seems to crop up 
every once in a while what seems to be a misunderstanding as to the 
program of the Department of Commerce, with respect to its fiscal 
1955 budget, and this Presidential budget, I would like to read this 
very short statement that I think will help clarify any misunderstand- 
ing that is applied in that respect. 


ROLE OF COMMERCE DEPARTMENT IN TRADE FAIR PROGRAM 


“1. The $5 million ‘Emergency Fund for International Affairs’ was 
appropriated by the Congress in response to a request from the 
President contained in a letter addressed to the President of the Senate, 
dated July 27, 1954. These funds were requested to be used, among 
other purposes, for financing United States participation in inter- 
national trade fairs for the purpose of ‘promoting wider understanding 
of American products and our private enterprise system.’ 

“2. The Department of Commerce has during the past year been 
allotted approximately $2.5 million from this fund to plan and under- 
take an extensive program of Government and joint industry and 
Government exhibits at international trade fairs around the world 
with the particular and primary purpose of combating the Soviet 
efforts along similar lines. 

‘3. The trade fair program referred to in the Department of Com- 
merce budget estimate for fiscal year 1955 had to do with activities 
in connection with regular trade promotion responsibilities of the 
Department of Commerce, including collection and dissemination of 
information for the use of American businessmen about international 
trade fairs and, on a limited basis, assigning qualified personnel to 
trade fairs to handle inquiries about doing business with the United 
States, 

“4. The Congress gave the Bureau of Foreign Commerce for all 
purposes an increase of $500,000 instead of a requested increase of $1 
million. It did not indicate in what activities such reductions should 
be reflected except that it deleted certain recommended appropriation 
language having to do with the purchase of special exhibit materials, 
which apparently was a reference to a $4,000 estimate for such pro- 
‘urement. Otherwise, the Bureau of Foreign Commerce was presum- 
ably authorized to continue its program of ‘publicizing’ international 
trade fairs or assigning marketing specialists to a few select fairs in 
lurtherance of its regular trade promotion activities.”’ 

63859—55——19 
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Just this further word, which I think is the easiest way to contrast 
these two programs: 

Bear in mind that the President’s 1955 program costs, as has been 
pointed out, approximate $2.5 million for these trade fairs; whereas. 
I recall the total budget request in the Commerce budget a year ago 
was for $54,075. I believe that was the correct figure. : 

So, it is obvious that the two kinds of programs were sharply 
different. 

1 think that completes the statement, Mr. Chairman. 


OBLIGATIONS AND EXPENDITURES 


Mr. Rooney. With regard to the money you have in the current 
fiscal year, $2,592,456, how much of that has been expended to date? 

Mr. Nrievson. Mr. Chairman, I have a schedule here which | 
would like to leave with the committee that shows as of June 8, 1955, 
the total amount of actual obligations and commitments was 
$2,143,620. If I may, I would like to leave these exhibits with the 
committee. 

Mr. Rooney. In the fourth, fifth, and sixth columns of page 1 of 
this statement, I note you say you had actual obligations and com- 
mitments through June 8, 1955, of that amount. 

Has this money actually been obligated? 

Mr. Nievtson. Mr. Chairman, all of that money has not been 
obligated in the strict sense of the word. 

Mr. Roonry. Why do you say “actual obligations and commit- 
ments through June 8, 1955?’ You dig up some new language for us. 

Mr. Nreuson. Mr. Chairman, I can give you the actual obligations 
through May 31. The actual obligations through May 31 were 
$866,261. 

Mr. Roonry. That makes quite a difference; does it not? 

How much has been expended through May 31? 

Mr. Nrietson. The expenditure data through May 31 is $674,189. 

Mr. Roonry. That presents quite a different picture than the one 
presented by this prepared statement. While you had $2,592,456, it 
would appear that as of May 31 you obligated $866,261. Is that 
right? 

Mr. Nrietson. That is correct, Mr. Chairman, but I believe it 
would be well for Mr. Williams to give the committee some indication 
as to what these commitments are for. 

Mr. Roy Wixuiams. Mr. Chairman, I am Roy Williams, the direc- 
tor of the program. In the matter of the trade fairs, the commit- 
ments now on record and becoming obligations daily involve payments 
to the contractors who are building the fairs, and the finish of the 
spring program, plus the preliminary expenses now necessary for the 
fall fairs at Djakarta, Karachi, New Delhi, and so forth. 

The principal expenses involved in fall fairs have to be scheduled 6 
months ahead of time. The commitments are underway, funds have 
been sent overseas for obligating but have not been obligated on our 
books in Washington as yet. 


PERSONNEL ENGAGED IN PROGRAM 


Mr. Roonry. How many people in the Department of Commerce 
do you have operating this program? 
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Mr. Roy Wruurams. We have 43 positions, sir, assigned to the 
European and Latin American fairs, the Far East and Middle East 
fairs. We have another 13 positions assigned to the Bureau of Foreign 
Commerce, making a total in the current program of 56. 

That information, Mr. Chairman, appears on page 5. 

Mr. Roonry. Insofar as the 1955 fiscal year appropriation for the 
Bureau of Foreign Commerce is concerned, how many people were 
you allowed appropriationwise, in this fiscal year? 

’ Mr. Nretson. Mr. Chairman, for the Bureau of Foreign Commerce, 
I would say somewhere in the neighborhood of 300 people. 

Mr. Rooney. In order to carry on this program, you found it 
incumbent upon you to add 13 more; is that correct? 

Mr. Nreutson. That is correct, Mr. Chairman. 


PRIVATE INDUSTRY PARTICIPATION IN THE PROGRAM 


Mr. Roonry. How much has private industry expended in connec- 
tion with this program? 

Mr. Roy WiuuraMs. In connection with current fairs, sir; $887,627 
at the fairs which have been recited to you—the 13 fairs, which also 
includes $43,000 expense at the Djakarta fall fair. However, the 
total is $887,627, which is the estimate of the industrial products 
loaned or given to the Government to stock the exhibits; that is, in 
the United States exhibits, sir. 

Answering the first part of the question, $887,000 has been spent 
by American industry to help us stock our central Government 
pavilions. 

Mr. Roonsry. Will you explain the use of the word “loaned’’? 
You just used the term. 

Mr. Roy Wriuiams. Very often equipment will be given to the 
United States to use throughout all of its fairs, where industry does 
not require itsreturn. In the case of the Hannover fair, very expensive 
electronics equipment was loaned to us, but it had to be returned to 
the New York dock and reshipped at our expense. However, we have 
that pattern with industry where we invite their assistance in getting 
the United States central exhibit stocked. We ask for the loan where 
that is possible, and if not, we ask for the products at one particular 
fair, and return them at our expense to the manufacturer. 

Mr. Roonry. Do you include loaned articles in this amount of 
$887,627? 

Mr. Roy WituraMs. Yes, sir. 

Mr. Rooney. I had asked you how much private industry has 
expended. Now, it seems that they just loaned you things. 

Do you have a statement with regard to this? 

Mr. Roy WiuuraMs. Yes, sir; when you consider the Liege item— 
that $8,340 item—that represents 53 products, accumulated by the 
Society of Industrial Designers, to place in the exhibit in Belgium. 
This was a standing exhibit which they already had there, and which 
included everything from a ball-point pen to a gas pump. 

Mr. Rooney. Mr. Williams, I think the question which I repeated 
once after I first asked it was how much has private industry spent in 
this program, and your answer was $887,627. 

_ Now, upon an inspection of the papers which you had before you, 
itwould appear that you have not given us at all what has been spent 
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by private industry, but you have given us a total of the value of the 
products loaned or that you used, which were supplied by private 
industry. 

Is that a correct statement? 

Mr. Roy Wiis. You have it correct, and it is the only know. 
edge we have on that subject. 

Mr. Rooney. Do you have a list of the companies to which yoy 
refer? ; 

Mr. Roy Witurams. I have not compiled a list, sir, but the names 
of the companies are available, and I will see that you have that 
information. I can give them offhand—any number of the companies 
{ can give you. They are not here in list form. I can give you some 
of the companies involved in some of the fairs at Tokyo, Bangkok, 
and New Delhi. They include Standard Vacuum, Caterpillar Tractor, 
Remington Rand, Singer Sewing Machine, Pan American, and Butler 
Construction, and they, incidentally, are spending their own money 
for their own exhibit to join the United States pavilion. So, there is 
a considerable expense—we do not know the amount—which they 
will put in their own exhibit. 

Mind you, those figures are just the product values, as you have 
rightly said. Industry goes on to the same fair and has all kinds of 
commercial exhibits on which we have no evaluation. At the Milan 
fair, there were 735 American products in the commercial exhibit 
besides those in the United States central pavilion. 

Mr. Rooney. How much of the $887,627—which we have now 
found out is the value of the products—was furnished by General 
Motors? 

Mr. Roy WituiaMs. At Bangkok they had two cars, and at Tokyo 
there was a travel exhibit. There were General Motors cars at Bang- 
kok, and I would say, as a very rough guess, they furnished $10,000 
to $15,000 of the total. 

Mr. Rooney. Where is the list to which reference has been made? 

Mr. Warner. We have the list here for Bangkok which shows we 
have 203 American companies which were represented in the United 
States Government exhibit. 

Here is a list for Bangkok of 53 American companies, if my addition 
is correct, which were represented outside of the United States Gov- 
ernment exbibit on the fairgrounds on their own. 

Mr. Rooney. Let us not get this confused. I am looking at the 
statement handed us by Mr. Williams, and he mentions the figure of 
605 as the total in connection with various fairs, where participants 
have provided products which he says have a value of $887,627. | 
am now in the process of breaking this list down, and let us stay witht. 

What are the details with regard to the companies involved? 

Mr. Roy Wiis. I have recited the one on Liege, which takes 
out $8,300 of that total. 

Mr. Rooney. Do you have some figures there? 

You must have some figures which form the basis for this chart. 

Mr. Roy WiuuiaMs. I do not have them with me, sir. We have 
spent days accumulating data to get that figure, but I shall go back ant 
get the names of the participants. 

Mr. Rooney. You must have some worksheets, at least. 

Mr. Roy WiiuiaMs. We have the list of companies which parti 
ipated at Bangkok. They are all listed here. 
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Mr. Roonry. We want to see them, Mr. Williams. 

Mr. Roy Witu1Ams. Here is the completed list on the Tokyo fair 
in Japan. 

a Rooney. Since it is now 10 minutes after 12, we shall have to 
recess until 2 o’clock, at which time we hope you will have all of this 
information available. 

Mr. Roy Wiuuras. All right, sir. 


AFTERNOON SESSION 


PRIVATE INDUSTRY PARTICIPATION IN TRADE FAIRS PRIOR TO PRESENT 
PROGRAM 


Mr. Roonry. When we recessed for the luncheon hour we had 
pending an inquiry with regard to American corporations and their 
participation in these trade fairs. Do you have such information at 
the moment? 

Mr. Roy Witu1aMs. I have now four sets of press releases showing 
all the companies that participated in all the fairs—the company 
names. 

Mr. Rooney. May I see them, please? 

Mr. Roy Wittiams. Yes. That shows all the American participants 
as company names and products. On the dollar side I have taken 
the Barcelona fair 

Mr. Rooney. Trade fairs are nothing new in that part of the world 
and other parts of the world? 

Mr. Roy Wiuuiams. No, sir. 

Mr. Rooney. Before the institution of this Government program 
was General Motors represented at trade fairs? 

Mr. Roy Wiurams. Yes, by their subsidiaries. In Germany it 
would be the Opel Co., but it would not be a Detroit-made automobile. 

Mr. Roonrny. What about General Electric? 

Mr. Roy Wiis. It is an international company and they are 
at all the fairs as exhibitors. 

Mr. Rooney. And that was true before the institution of this pro- 
gram? 

Mr. Roy Wiurams. Yes. 

Mr. Roonry. What about Eastman Kodak Co.? 

Mr. Roy Wiiurams. Eastman has manufacturing companies in 
Germany and France and they operate under their name over there. 
There is only a handful, a surprisingly small handful, of American 
companies that have been using the trade fairs, International Har- 
vester, Singer Sewing Machine, automobile companies, and others. 

Mr. Rooney. International Business Machines? 

Mr. Roy Witurams. IBM everywhere. 

Mr. Roonry. And for many years? 

Mr. Roy Witurams. And for many years. Singer is one of the 
largest; and International Harvester is one of the largest. 

Mr. Roonry. Frigidaire, that is a subsidiary of General Motors? 

Mr. Roy Wiuutrams. Yes. 

Mr. Rooney. And they have been participating in these fairs for 
many years? 

Mr. Roy Witutams. They have been participating in the fairs, in 
the products building. Frigidaire will be in building 47, with all the 





292 


icebox manufacturers from over the world. They will have an Italian 
dealer’s name on them. 

Mr. Rooney. I am looking at a list you gave us earlier in regard to 
the Bangkok Fair. Taking the first name on your list, Frigidaire, 
that is General Motors, and they have been in trade fairs previous to 
the institution of this program? 

Mr. Roy Witutams. Yes, that is correct. 

Mr. Roonry. How about RCA? 

Mr. Roy Wiuuiams. Mr. Warner is our deputy in the Far East 
and he can answer that better than I can. 

Mr. Warner. I think I am correct in saying that RCA has a 
representative in Thailand. They did not have an individual exhibit 
prior to this year and even if they had it would not be as extensive. 

Mr. Rooney. Would it be too much to expect that RCA would 
have their respresentative in Thailand arrange to be represented 
at the Bangkok Fair if they were so disposed? 

Mr. Warner. I can only speak for the Far East. We have had an 
awfully tough time to get the large companies to do very much. 

Mr. Rooney. Let us stay with RCA. 

Mr. Warner. I was trying to avoid using specific names. RCA’ 
agent would put on a show there but he would get no backing at all 
a RCA, no additional funds. He has to budget that out of what he 
sells. 

Mr. Roonry. And you think the American taxpayers should be 
called upon to help him by way of an appropriation rather than calling 
upon the parent company to do so? 

Mr. Warner. If it were a question of showing RCA materials 
purely for sales purposes, I would feel the American taxpayer should 
not be called upon; but the job we are doing—and again I am only 
speaking of Asia—is a very different one from that and I do think itis 
money very, very well spent. In fact, we do not begin to spend what 
our competition spends. We are playing to tens of thousands of 
people and to my mind it is the most effective propaganda means that 
has ever been before us. 

Mr. Rooney. How about the third name, Westinghouse Corp.— 
air conditioning and commercial refrigeration—have they been 
represented at trade fairs over the years previous to the institution 
of this program? 

Mr. Roy Wiuutams. Yes, in Europe. 

Mr. Rooney. How about Bristol-Myers and Ipana toothpaste? 

Mr. Roy Wiuuiams. You are reading from the Bangkok list? 

Mr. Rooney. I am reading from the Bangkok list and I am referring 
to those companies having exhibits at fairs prior to the institution of 
this program. 

Mr. Warner. They do not do very much in the Far East. 

Mr. Rooney. Who will speak for Europe? 

Mr. Roy Wriuuiams. I will. 

Mr. Rooney. Has Bristol-Myers been represented extensively at 
fairs in Europe? 

Mr. Roy Wrturams. I have not seen them there. 

Mr. Rooney. How about Studebaker cars and trucks? 

Mr. Roy Wituiams. Not generally. 

Mr. Rooney. How about Chrysler? 
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Mr. Roy Wiuurams. Chrysler is more aggressive. They have 
eT at the larger automobile shows such as in Paris and 
Brussels. 

Mr. Roongy. How about Bendix International? 

Mr. Roy Witu1aMs. They go to all the big fairs. 

Mr. Roonry. How about Republic Steel Corp.? 

Mr. Roy WituraMms. I do not know that they are in Europe at all. 

Mr. Rooney. General Foods Corp.? 

Mr. Roy WituraMs. Not to my knowledge. 

Mr. Roonry. Waterman Pen and Pencil? 

Mr. Roy WituraMs. Yes, at consumer goods shows. 

Mr. Roonry. Kaiser-Frazier? 

Mr. Roy Wiuurams. Yes. 

Mr. Rooney. York air-conditioning and refrigeration equipment? 

Mr. Roy Wituiams. I think not. We are asking them to partici- 
ate. 

, Mr. Roonry. Nash Kelvinator Corp.? 

Mr. Roy Wiuurams. I saw them at the Milan Fair. 

Mr. Rooney. Previous to this program? 

Mr. Roy Witur1aMs. I cannot say that. It was only this year I 
saw them. 

Mr. Roonry. What about the General Tire Co.? 

Mr. Roy Witurams. No. The tire companies were loath to go to 
the Hannover Fair. We asked them and they were not willing to go 
with us. We could not understand why they would not enter. 

Mr. Roonsy. How about Pepsi-Cola? 

Mr. Roy WituraMs. That is all over the world and they were one 
of the exhibitors at Bangkok and they had their own exhibit besides 
our central exhibit. They did it with their own money. 

Mr. Roonny. How about Coca-Cola? 

Mr. Roy Witurams. The same thing. 

Mr. Rooney. And 7-Up? 

Mr. Roy Witurams. I do not know. 

Mr. Rooney. I think it might be well if we inserted these press 
releases in the record at this point. 

Mr. Preston. I think that is a good idea. 

(The press releases referred to are as follows:) 


Unitep States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington 25, D. C, 
For immediate release, Monday, April 25, 1955 


Unirep States ELECTRONICS AND RuBBER EXHIBITs AT HANNOVER TRADE FAIR 


An electronic juggler complete with brain, eyes, nerves, arms, and muscles that 
will entertain spectators with a scientific vaudeville act and the world’s largest 
rubber tires taken from huge earth-moving machines are features at the United 
States industry-Government central exhibit at the Hannover German Industries 
Fair which opened yesterday (April 24), the Office of International Trade Fairs, 
United States Department of Commerce, announced today. 

Entitled the “Story of Electronics” and ‘Advances in Rubber’ the two exhibits 
With products valued at over a million dollars will show an expected million fair- 
e Ts i. latest developments in the electronics and rubber industries of the 

nited States. 
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The combined exhibit was made possible through the cooperation of American 
scientific laboratories and manufacturers who made available to the Government 
their skilled technicians, equipment, and products to carry out the basic theme 
of the central exhibit, ‘‘Industry for Peace and Human Well Being.”’ The displays 
are expected to attract wide attention throughout Europe among leading scientists 
and industrialists who have expressed their interest in seeing these products. 

Thirty-five United States firms are participating in the United States centra] 
exhibit and their displays include, for the field of electronics, color television, 
radio receivers, panelescent lighting, electric computers, electric crystals, taper 
pin connectors, switchboard equipment, electromanipulators, a radiotelescope, 
aviation equipment, and a radio-controlled model railroad. The rubber industry 
products are centered around earth-moving machinery tire equipment. 

The exhibit was designed by the Arthur D. Little, Inc., technical consultants, 
and was assembled under the guidance of the company’s technicians. 

American Day ceremonies will be held on April 29 when Secretary of Commerce 
Sinclair Weeks will visit the fair in conjunction with his official tour of 6 European 
trade fairs to promote 2-way world trade. 

In addition to the central exhibit, the United States will have a trade informa- 
tion center staffed by Department of Commerce experts and specialists from indus- 
try. They will facilitate contacts between American and foreign businessmen and 
arrange individual consultations when possible. A trade mission team headed by 
William L. Beck and assisted by Oliver B. Bongard, Edward J. Krause, Robert M. 
Luckey, all of the Commerce Department, and Alois A. Stauber of the Dayco 
Machine & Tool Co., Brooklyn, N. Y., will advise interested businessmen at the 
fair of the ways of doing business with the United States. 

Last vear some 1,250,000 persons visited the Hannover Fair during its 10-day 
duration. Among them were approximately 75,000 visitors from 88 foreign lands. 
A total of 3,914 firms exhibited their products in 1954, of which 300 were foreign 
firms representing 18 countries. The United States was represented by 13 Ameri- 
can companies. 

Products of the following sources will be on display at the United States central 
exhibit at Hannover: 

Products of the following American firms will be on display at the Hannover 
International Fair: 

Aircraft Marine Products, Inc., Harrisburg, Pa.; Alden Products Co., Brockton, 
Mass. ; 

Beckman Instrument Co., Richmond, Calif.; Bendix International Division of 
Bendix Aviation Corp., New York City.; 

Central Research Laboratory, Reading, Minn.; Collins Radio Corp., Cedar 
Rapids, lowa; Cutler-Hammer, Inc., Milwaukee 1, Wis.; 

Electronics Research Associates, Nutley, N. J.; 

Firestone Tire & Rubber Co., Akron, Ohio; Foxboro Co., Foxboro, Mass.; 

General Electric Co. (International), New York City; General Mills, Inc., 
Minneapolis, Minn.; General Tire Co., Akron, Ohio; Goodrich Tire & Rubber 
Co., Akron, Ohio; Goodyear Aircraft Co., Akron, Ohio; Goodyear Tire Co., Akron, 
Ohio; 

Hammerlund—Rocky International Corp., New York City; Harwald Co., 
Evanston, IIL; 

IDEA, Regency Division, Indianapolis, Ind.; 

Kellogg Switchboard Co., Chicago, II1.; 

LeTourneau-Westinghouse Co., Peoria, IIl.; 

P. R. Mallory & Co., Indianapolis 6, Ind.; Minneapolis-Honeywell Regulator 
Co., Philadelphia, Pa.; Monroe Calculator Co., Morris, N. J.; 

National Bureau of Standards, United States Department of Commerce; Naval 
Research Laboratory, United States Navy; Nuclear-Rocky International Corp., 
New York City; 

Photo Circuits Corp., Glen Cove, Long Island, N. Y.; Potter Instrument Co., 
Long Island, N. Y.; 

Raytheon Manufacturing Co., Waltham, Mass.; Remington Rand, New York 
City; Reeves Instrument Co., New York City; Rocke International Corp., New 
York City; 

Sanborn Co., Cambridge, Mass.; Standard Piezo Co., Carlisle, Pa.; Sylvania 
Electric Products, Boston, Mass.; 

Tektronix, Portland, Oreg.; Telechrome Corp., Amityville, N. Y.; Transitron 
Electronic Corp., Melrose, Mass.; 

United States Rubber Co., New York City. 
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UnitED States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington 25, D. C. 
For Immediate Release Thursday, April 28, 1955 
Unrrep States Cotor TV Exursit Most Poputar at HANNOVER TRADE Farr 


American color-television equipment and receivers are creating considerable 
interest among German and foreign visitors attending the German Industries 
Fair at Hannover, according to dispatches received by the Office of International 
Trade Fairs, United States Department of Commerce. 

Seven color receivers and two monitors are on working display in the American 
Pavilion, which lured more than 25,000 visitors by midafternoon of opening day 
to view the Industry-Government sponsored project. 

Further attraction is the educational television display of equipment designed 
by the United States Government for instructional purposes. This flexible, 
portable high-quality equipment is used currently by universities, research 
groups, and Government agencies for training, education, and demonstration 
purposes. 

The educational TV has aroused the “enthusiastic interest of German educators, 
newspapermen, and visitors since it lends itself readily to visual education of 
the deaf, of illiterates, as well as of foreign language minority groups,’’ advises 
the United States Information Service representative at the Hannover Fair. 

Besides colored television, the American electronics exhibition also includes 
navigational and communications equipment, and Magic Hands used in research 
laboratories to handle and package radioactive substances. The rubber-industry 
products are centered around monstrous tires used in construction and excavation 
equipment and on modern commercial airliners. 

Prominent officials of the Social Democratic Party visited the United States 
Industry-Government central exhibit, the theme of which is Industry for Peace 
and Human Well-Being, on opening day. Messrs. Erich Ollenhauer, first chair- 
man of the Social Democratic Party; Heinrich Kopf, Governor of Lower Saxony, 
host state for the Hanover Fair, and Karl Weichert, city manager of Hannover, 
were welcomed by W. W. Windle, special representative of the United States 
Department of Commerce for European trade fairs. He told the officials the 
purpose of the United States participation at the trade fair was for ‘‘the pro- 
motion, facilitation, and betterment of mutual trade relations between the Federal 
tepubliec and the United States.”’ 

Some 2 million visitors are expected to view the German Industries Fair which 
has exhibits from virtually all Western European nations, including Belgium, 
France, Finland, Norway, and Holland as well as from Japan, Hongkong, and 
this country. Thirty-five United States firms are participating in the central 
exhibit. In addition to the main exhibit, the United States has a trade informa- 
tion center staffed by Department of Commerce experts and specialists from 
industry. They are facilitating contacts between American and foreign business- 
men and arrange individual consultations when possible. With products valued 
over $1 million the American exhibit, entitled the ‘Story of Electronics’ and 
“Advances in Rubber” is proving most intriguing to the fairgoers. 


UnitEep States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington, D. C. 
For immediate release, Tuesday, May 31, 1955 


PreraB, Five-Room FurnisHED House FeaturEeD as UNiTED States EXnHrsit 
AT BARCELONA TRADE Farr 


Forty-three American firms are expected to be part of the United States Indus- 
try-Government central exhibit at the Barcelona International Trade Fair, June 
1-20, where the United States will be officially represented for the first time, 
‘oy F. Williams, Director, Office of International Trade Fairs, United States 
Department of Commerce, announced today. Industry in the Service of Man 
Will be the theme of the exhibit. 





296 


In addition to the 43 firms in the central exhibit about 150 private United States 
exhibitors also are expected to present private exhibits at the fair. 

A completely furnished 5-room, 1-floor plan, prefabricated house typical of the 
sort found in America will be an important feature of the United States exhibit. 

Other features will be examples of the latest achievements in dental equinment 
and a packaging display of dozens of products well known in the United States, 

The house, decorated and furnished in the modern colorful style, will have living 
actors impersonating an American family and demonstrating what the American 
standard of living affords the average citizen in wages, comforts, leisure and 
cultural attainments. 

An integral part of the main exhibit will be a trade information center staffed 
by specialists in industry and Department of Commerce trade experts. These men 
have been part of a trade mission operating in Spain for the past several weeks, 
There they hav.e been meeting with many Spanish business associations and talking 
to businessmen to encourage contacts between American and Spanish buyers and 
sellers. 

William L. Beck, of Washington, D. C., a consultant on international trade 
development to the Bureau of Foreign Commerce, heads the trade mission. 
Others on the team are: Anthony J. Jolles, director of the Standard Commodities 
Import & Export Corp., Los Angeles; A. A. Christides, representative, Treasury 
Department in Paris and John 8. Carroll, foreign trade specialist, Atlanta field 
office, Commerce Department. 

The 1954 Barcelona Fair had 1,600,000 visitors. Over 8,500 exhibitors par- 
ticipated in the fair of which 1,852 were foreign. 

Products of the following American firms will be on display at the United States 
central exhibit at the Barcelona International Fair: 

Abbott Laboratories, Chicago, Ill.; Arrowhead & Puritas Waters, Inc., Los 
Angeles, Calif.; Art Director’s Club, New York, N. Y.; Brillo Co., Brooklyn, 
N. Y.; Campbell Soup Co., Camden, N. J.; Chicopee Mills, Inc., New York, N. Y.; 
Columbia Records, Inc., New York, N. Y.; Continental Can Co., Ine., New York, 
N. Y.; Decca Records, Inc., New York, N. Y.; D. W. G. Cigar Corp., Detroit, 
Mich.; Frigidmeats, Inc., Chicago, III. 

General Electric Co. (international division) New York, N. Y.; General Foods 
Corp., White Plains, N. Y.; Glamorene, Ine., New York, N. Y.; Gleamite Co., 
Great Neck, Long Island, N. Y. 

Hand-Skill Looms, Inc., Woonsocket, R. I.; House Beautiful, New York, N. Y,; 
Johnson & Johnson, New Brunswick, N. J.; Kroger Co., Cincinnati, Ohio; Landers, 
Frary & Clark, New Britain, Conn.; Mennen Co., Morristown, N. J.; National 
Homes, Lafayette, Ind.; Nehi Corp., Columbus, Ga.; Owens-Illinois, Toledo, 
Ohio; Paleo Corp., Charlestown, Mass.; Pelton & Crane Co., Detroit, Mich.; 
Picker International Corp., New York, N. Y.; Pro-Phy-Lac-Tie Brush Co 
(division of the Lambert Co.) Florence, Mass. 

Radio Corporation of America, New York, N. Y.; Ritter Co., Inc., Rochester, 
N. Y.; Rockwell Manufacturing Co., Pittsburgh, Pa.; Sears, Roebuck & Co., 
Chicago, II!.; Singer Sewing Machine Co., New York, N. Y.; Skil Corp., Chicago, 
Til.; C. A. Swanson & Sons, Omaha, Nebr.; Sylvania Electric Products Co., 
New York, N. Y.; Troutdale Ranch, Gravois Mills, Mo.; Tundsol Lamp Co., 
Newark, N. J.; Wallace Container Co., Los Angeles, Calif.; Wayne Pump Co., 
Salisbury, Md.; Weber Dental Manufacturing Co., Canton, Ohio; 8. S. White 
Dental Co., Philadelphia, Pa.; Zotex Co., Stamford, Conn. 


Unirep States DEPARTMENT OF COMMERCE 


OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington, D. C. 
For Release Monday, April 11, 1955 


UnitTep Sratres GOvERNMENT AT THE MILAN INTERNATIONAL TRADE Fair 


Some 340 products of American industry on display at the United States 
Industry-Government central exhibit entitled, ‘‘Main Street—U. 8S. A.” at_the 
Milan International Samples Fair, April 12 to 27 are expected to be viewed by 
several million businessmen from all over the world, Roy F. Williams, Director of 
the Office of International Trade Fairs, United States Department of Commerce, 
said today. 
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This is the first time a United States sponsored exhibit has appeared at the 
Milan Fair which last year had an attendance of 4,100,000 of which 84,213 were 
accredited foreign buyers from 109 countries. Approximately 10 percent of the 
total buyers were Americans. This year there will be 62 American firms dis- 
playing their products in the United States central exhibit. 

As a special feature an American Day will be held at the Milan Fair on Friday, 
April 22. Secretary of Commerce Sinclair Weeks and Ambassador Clare Booth 
Luce will be there for the ceremonies. 

The joint Industry-Government exhibit will represent the many facets of the 
American way of life as illustrated in industrial products loaned by United States 
industry to portray the general philosophy of Industry in the Service of Man. 

A full-scale model of an average American house in a typical community with 
three simply though attractively furnished rooms will greet the fair visitor. 

There the viewer will get a panoramic look at education facilities in the United 
States covering all lines of professional and vocation training. Other exhibits 
in miniature will focus on a typical farm, an industrial plant, a supermarket, a 
shopping center, hospital, transportation facilities and the application of atoms 
for peacetime use. 

Photographs, color transparencies, charts, and exhibits of products in daily 
household use together with other devices illustrate the American way of life. 

A new feature of Government pavilions at trade fairs introduced by the United 
States is a comfortable lounge where the visitor may rest, view photographic 
enlargements, and see typical American products of industry. Free literature 
about the exhibits and the United States is available. Finally, Abraham 
Lincoln’s Gettysburg Address will be on a panel for him to read. 

An integral part of this exhibit will be the trade information center manned 
by Commerce Department experts and specialists from United States industry 
who will advise and inform foreign businessmen of how to buy and sell in the 
American market. 

In the 90 buildings comprising the fair last year there were approximately 
12,300 different exhibitors. Some 575 American products were displayed by 
Italian dealers. This year the same number of exhibitors and products are 
expected. 

The American exhibit will be located in the Palace of Nations on the first 
floor to be shared with the French Government. It will occupy 7,500 square feet. 

During the spring fair season the United States is scheduled to take part in 13 
fairs in Europe and 1 in Japan. Reports from both the Frankfurt and Verona 
Fairs, already held, show much interest in the United States exhibits and products. 
More than 70,000 people visited the United States exhibit at Frankfurt during 
the 4 days of the fair. The trade-information center received approximately 
1,300 general inquiries and conducted 275 personal business interviews, with 
most of the latter coming from German, Dutch, and some West European and 
Near East businessmen. About a third of the inquiries concerned selling in the 
United States market, while the other two-thirds were concerned with purchasing 
here. Inquiries on consumer goods outran those on producer goods about 2 to 1. 
Much interest was shown in efforts to learn where the hundreds of products 
displayed could be bought in the United States. Aside from a 5-man Department 
of Commerce trade mission, 6 commercial assistants from the consul general’s 
staff at Frankfurt assisted the center. 

Products of the following 62 American firms will be on display at the United 
States central exhibit at the Milan International Fair: 

_Allis-Chalmers Manufacturing Co., Milwaukee, Wis.; American Export Lines, 
New York City. 

_Baltimore & Ohio Railroad Co., Baltimore, Md.; Beaumont & Hohman, New 
York City; Bigelow-Sanford Carpet Co., Inc., New York City; Bloomingdale 
Bros., New York City; Buckridge Contemporary Design Co., East Orange, N. J. 

Carbone, Ine., New York City; the Columbia Broadcasting System, New York 
City; Columbia Mills, Inec., Syracuse, N. Y.; Commander Woodworking Co., 
a York City; Continental Can Manufacturing Institute, Mount Vernon, 

10, 

_Daystrom Furniture Corp., Olean, N. Y.; Decca Records, Inc., New York 
City; De’Cor Doors, Grand Rapids, Mich.; John Deere Co., Moline, Ill.; Dettra 
Flag Co., department TR, Oaks, Pa.; Doepke Co., Cincinnati, Ohio; John Dritz 
& Sons, New York City. 

rhe Formica Co., Cincinnati, Ohio; Fostoria Glass Co., Moundsville, W. Va.; 
General Electrie Co., Bridgeport, Conn.; General Electric Co., Louisville, Ky.; 
General Electric Co., Syracuse, N. Y.; General Food Corp., White Plains, N. Y.; 
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General Motors Corp., Detroit, Mich.; B. F. Goodrich Co., Akron, Ohio; Grand 
Rapids Chair Co., Grand Rapids, Mich. ; Grand Union Co., ’ Clifton, N.. 

The Haeger Potteries, Inc., Dundee, Tll.: Halcolite Co., inc., New York City; 
Hamilton Manufacturing Co., Columbus, Ind.; Hibriten Chair’ Co., Ine.; ; Lenoir, 
N. C.; Hyalyn Porcelain, Inc., Hickory, N. C.; International Harvester Co., 
Chicago, Ill.; Kent Fabric Corp., Chicago, IIL; Kentile, Inc., Brooklyn, N. Y,; 
the Lane Co., Altavista, Va.; Lenox, Inc., Trenton, ee Marshall Studios, Ine., 
Veedersburg, Ind.; Massey- Harris Co., Racine, Wis.: Milla, Ine., New York City: 
— Miller Furniture Co., Zeeland, Mich. ; Museum Pieces, Inc., New York 

it 

re Manufacturing Co., Egg Harbor, N. J. 

Pan American Airways, New York City; Panelboard Manufacturing Co., Inc., 
Englewood, N. J. 

Raymor ‘Manufacturing Co., Inc., New York City; Red-Cliff Co., Chicago, IIL; 
Rome Manufacturing Co., division Revere Co per & Brass, Inc., Rome, N. Y. 

Scalamandre Silks, Inc., New York City; "Reateook Farms, New York City; 


Selig Manufacturing Co., inc., Leominster, Mass. ; ; Speco Products, Chicago, Ili.; 
Sylvania Electric Products, Inc., New York City. 

J. H. Thorp & Co., Inc., New York City; Trans World Airways, New York 
City, Tropi-Cal, Los Angeles, Calif. 

Upholstery Leather Group, New York City; United States Steel Wire Co, 
York City. 

Waring Products Corp., New York City; C. H. Willett, Inc., Louisville, Ky, 


Unitep States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington, D. C. 
For Immediate Release Wednesday, May 4, 1955 
Propucts oF AMERICAN INDUsTRY SHOWN AT ToxKyo Farr 


More than 100 pieces of equipment made by 97 American manufacturers—from 
a complete telecommunications center to a model of a cold reversing steel rolling 
mill—will be on display at the joint United States Industry-Government central 
exhibit at the First Tokyo International Trade Fair opening tomorrow (Thursday, 
May 5), the Office of International Trade Fairs, United States Department of 
Commerce, announced today. 

Items to be shown will include: Models of a telephone switchboard center, a 
new type steam generator plant and a modern oil refinery ; the latest sonar equip- 
ment; the use of plastics in industry; and the latest in pharmaceuticals. 

“Partners in Progress’”’ will be the ‘theme of the United States exhibit and it is 
designed to show the Japanese the many tangible benefits of the more than 265 
technical licensing agreements now under contract between Japanese and American 
companies. The exhibit will be divided into the following major categories: 
Chemicals and pharmaceuticals; civil engineering and construction; textiles; 
machinery; metals and petroleum, and electronics. 

Approximately 10,000 square feet of floor space—almost the entire second floor 
of the Trade Fair Building at Tokyo will be used by the United States exhibit. 

Thousands of buyers and sellers from countries of the Far East are expected to 
attend the fair before its closing date, May 18. 

A trade information center, an integr ral part of all United States central exhibits 
in trade fairs, will be staffed by Department of Commerce experts and specialists 
from industry. They will facilitate contacts between American and foreign 
businessmen and arrange individual consultations when possible. A trade mis 
sion team headed by Loring K. Macy, Director, Bureau of Foreign Commerce; 
Hollis 8. Baker, president of the Baker Furniture Co., Grand Rapids, Mich.; 
John J. Judge, manager, San Francisco Department of Commerce field office, and 
Alvin C. Eichholz, an executive of the San Francisco Chamber of Commerce, will 
advise interested businessmen at the fair of the best ways to do business with the 
United States. 

This is the second fair in the Far East included in the new trade fair program. 
The first was at Bangkok last December. Others will follow at Karachi, Djakarta, 
New Delhi, and Addis Ababa. 
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Products of the following sources will be on display at the United States central 
exhibit at the Tokyo International Fair: 

Alladin Industries, Inc., Nashville, Tenn.; Allis-Chalmers Manufacturing Co., 
machinery division, Milwaukee, Wis.; Allis-Chalmers, tractor division, Milwaukee, 
Wis.; Aluminum Company of America, Pittsburgh, Pa.; American Optical Co, 
Southbridge, Mass.; Maix Antoul, New York City; Allied Chemical & Dye Corp., 
New York City; American Chemical Paint Co., Ambler, Pa.; American Cyanamid 
Co., New York City; Alsynite Company of America, New York City. 

Barber-Greene Overseas, Inc., Aurora, Ill.; Bell Aircraft Corp., Fort Worth, 
Tex.; Blaw-Knox Co., Milwaukee, Wis.; Boeing Airplane Co., Seattle, Wash.; 
H. W. Butterworth & Sons Co., Bethayres, Pa.; Bendix Aviation Corp., New 
York City. 

Carnegie Institution of Washington, Washington, D. C.; Celanese Corp. of 
America, New York City; Combustion Engineering Co., New York City; Carrier 
Corp., Syracuse, N. Y.; Clinton Machine Co., Clinton, Ohio; Continental Can 
Co., New York City; Crown Cork & Seal Co., Baltimore, Md. 

Deere & Co., Moline, Ill.; Dorr-Oliver Corp., Stamford, Conn.; Dow Chemical 
International Ltd., Midland, Mich.; E. I. du Pont de Nemours & Co., Wilmington, 
Del.; Durez Plasties & Chemicals Inec., New York City. 

Eastman Chemical Products, Inc., Kingsport, Tenn.; Eastman Kodak Co., 
Rochester, N. Y.; Endicott Johnson Corp., Endicott, N. Y.; Electric Bond & 
Share Co., New York City. 

Ferro Corp., Cleveland, Ohio; Fortune Magazine, New York, N. Y.; Buck- 
meister Fuller, Forest Hills, N. Y.; Food Machinery & Chemical Corp., San 
Jose, Calif. 

I. V. Gellis Associates, New York City; General Bronze Corp., Garden City, 

Long Island, N. Y.; General Electric International, New York City; Gibbs & 
Hill, Ine., New York City; Chas. M. Goodman Associates, Washington, D. C.; 
Goodyear Tire & Rubber Co., Akron, Ohio; W. R. Grace & Co., New York City; 
Glidden Co., Cleveland, Ohio; Greyhound Bus Lines, Cleveland, Ohio. 
Housing Authority of Baltimore City, Md.; Hercules Powder Co., Wilmington, 
Del. 4 
. ee Export, Chicago, Ill.; IBM World Trade Corp., New 
York City. 

Joy Manufacturing Co., Waltham, Mass. 

Kellogg Switchboard & Supply Co., Chicago, Ill.; Koehring Overseas Co., Mil- 
waukee, Wis.; Knoll Associates, New York City; Konwiser, Inc., New York City. 

LaVerne Fabrics, New York City; LeTourneau Westinghouse, Peoria, Ill.; Life 
Magazine, New York City; Loewy Hydropress, Inc., New York City. 

Martin-Senour Co., Chicago, Ill.; Merek-Sharpe & Dohm International, New 
York City; Herman Miller Furniture Co., Inec., Zeeland, Mich.; Milprint, Inc., 
New York City; Merritt, Chapman & Scott, New York City; Mine Safety Appli- 
ance Co., Pittsburgh, Pa. 

. _ Noyes & Associates, New Canaan, Conn.; Northwest Airlines, St. 
aul, .viinn. 

Olin-Mathieson Chemical Corp., Baltimore, Md, 

Pfizer International, New York City; Philadelphia City Planning Commission, 
Philadelphia, Pa.; Pittsburgh Plate Glass Co., Pittsburgh, Pa.; Polyplasties Coat- 
ing Corp., New York City; Projectograph Corp., Oshkosh, Wis.; Pennsylvania 
Railroad Co., Philadelphia, Pa.; Pegasus International Corp., New York City. 

Radio Corporation of America, New York City; Raytheon Manufacturing Co., 
Waltham, Mass.; Reichold Chemical Co., White Plains, N. Y.; Remington-Rand, 
iis yh a City; Risdon Manufacturing Co., Naugatuck, Conn.; Ben Rose, 

ucago, Ill. 

_ Socony-Vacuum Oil Co., New York City; Sperry Corp., New York City; 
Standard Vacuum Oil Co., New York City; J. P. Stevens Co., New York City. 
_ Tennessee Valley Authority, Knoxville, Tenn.; Timken Roller Bearing Co., 
ng Ohio; Tishman Realty Co., New York City; Transichrome Co., New 
ork City. 
_Union Carbide & Carbon Co., New York City; United Aircraft Export Corp., 
East Hartford, Conn.; United Engineering & Foundry Co., Pittsburgh, Pa.; 
United Mine Workers, Washington, D. C.; United States Bureau of Mines, 
Washington, D. C.; United States Department of Agriculture, Washington, D. C.; 
United States Rubber Co., Fort Wayne, Ind.; Universal Oil Products Co., 
Desplaines, Ill.; United States Steel Corp., Pittsburgh, Pa. 
Von Kolorn International Corp., New York City. 
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Westinghouse Air Brake Co., Wilmerding, Pa.; Westinghouse Electric Inter. 
national Co., New York City; Wheaton Glass Co., New York City; Willys 
Overland Export Corp., Toledo, Ohio. ’ Ws 

Zonite Products Corp., New York City. 


Unitep States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRAD® FAIRS 
Sinclair Weeks, Secretary, Washington 25, D. C. 
For Relase, Sunday, May 1, 1955 
Citrus Fruit Packing FeatureD aT VALENCIA Farr 


An American citrus fruit-packing machine, like those found in many modern 
United States packing plants, will process thousands of famous Valencia oranges 
per minute as a feature of the United States Industry-Government exhibit at the 
Valencia, Spain, International Samples Fair opening today, the Office of Inter- 
national Trade Fairs, United States Department of Commerce, announced today. 

Dozens of other United States products will also be demonstrated. 

Another part of the exhibit will feature an elaborate packaging display repre- 
senting over 48 well-known products familiar to United States households and 
factories. 

The packing machine will handle the fruit by a series of conveyor operations 
providing first a patented protective wax coating. Next the fruit will pass to 
an electric marking machine that will stamp the word, ‘‘Espana” on each orange. 
Following this a volume filler operation will place quantities of oranges into card- 
board boxes which are then sealed for shipment by a final operation. 

The equipment, among the latest of the citrus fruit-packing industry, is de- 
signed to demonstrate the ingenious contributions of American industry in its 
continuing effort to improve marketability of agricultural products and provide 
for their greater distribution to consumers everywhere. 

About 350,000 fair visitors are expected to view the United States central ex- 
hibit at Valencia where the theme—like that at all United States central ex- 
hibits—will be “Industry in the Service of Man.” This is 1 of 10 European 
spring fairs in the new Commerce Department program. In addition, we will 
participate in the First International Trade Fair at Tokyo, Japan, from May 5 
to May 18. 

Products of the following American firms are on display at the United States 
central exhibit at the Valencia International Fair: 

E. D. Allmendinger, Inc., New York City; Arrowhead & Puritas Waters, Inc., 
Los Angeles, Calif.; Columbia Records, Inc., Bridgeport, Conn.; Continental 
Can Co., Inc., New York City. 

Decca Records, Inc., New York City; George E. Failing Co., New York City; 
Food Machinery & Chemical Corp., San Jose, Calif.; Frigidmeats, Inc., Chicago, 
Ill.; Glamorene, Inc., New York City; Gleamite Co., Great Neck, N. Y.; Kroger 
Co., Cincinnati, Ohio. 

The Oster Manufacturing Co., Cleveland, Ohio; Prophylactic Brush Co., di- 
vision of Lambert Co., Florence, Mass.; Radio Corporation of America, New York 
City; Rockwell Manufacturing Co., Pittsburgh, Pa.; Skil Corp., Chicago, IIl.; 
Sears Roebuck & Co., Chicago, Ill.; Sylvania Electric Products Co., New York 
City; Wallace Container Co., Los Angeles, Calif.; Wallace & Tiernan Co., Inc., 
Belleville, N. J.; Zotex Co., Stamford, Conn. 

Products of the following American firms will be on display at the United States 
central exhibit at the Valencia International Fair: 

Johnson & Johnson, New Brunswick 
Chicopee Mills, Chicopee, Mass. 

Brillo, Brooklyn, N. Y. 

Abbott Laboratories, Chicago, Ill. 

Troutdale Ranch, Gravois Mills, Mo. 

C. A. Swanson & Sons, Omaha, Nebr. 
Landers, Franz & Clark, New Britain, Conn. 
Paleo Corp., Charleston, Mass. 

General Foods Corp., White Plains, N. Y. 
Nehi Corp., Columbia, Ga. 
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Mennen Co., Morristown, N. J. 
Campbell Soup, Camden, N. J. 
Tungsol Lamp Co., Newark, N. J. 
Owen-Illinois, Toledo, Ohio. 

D. W. G. Cigar Corp., Detroit, Mich, 


Unitep States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington 25, D. C. 
For Release to A. M.’s Tuesday, May 24, 1955 
Unitrep States AGRICULTURAL AND INDUSTRIAL EXHIBITS AT PALERMO Fair 


Models of United States irrigation systems, animated illustrations of how to 
increase production of eggs and milk through balanced chicken and cow diets, 
and various precision gage instruments and material testers are among exhibits 
to be shown at the United States industry-Government central exhibit at the 
Palermo 10th International Samples Fair, May 25 to June 10, the Office of 
International Trade Fairs, United States Department of Commerce, announced 
today. This marks the first time that the United States has participated at the 
Palermo Fair. 

Dozens of products from some 24 American firms will illustrate to the Palermo 
Fair visitors the peacetime contributions of the United States industrial economy 
to man’s welfare. 

A trade mission team headed by Charles F. Boehm, Deputy Director, Commer- 
cial Intelligence Division, Bureau of Foreign Commerce, and including Ercole L. 
Sozzi, president, Fontana-Hollywood Corp. of New York; Ralph Stewart, 
Director, Agricultural and Chemical Products, Office of Export Supply, Bureau 
of Foreign Commerce; Frederick L. Jochem, Chief of the European Division, 
Office of Policy and Programs, United States Information Agency; Francis E. 
Ahern, Chief, Industrial Property Section, International Trade Development 
Division, Bureau of Foreign Commerce, and Francis X. Dilucia, representative, 
Treasury Department in Milan has been in Italy for several weeks holding 
meetings with various Italian business groups and individuals at Naples, Messina, 
Catania and Palermo. 

The team will man the trade information center of the United States central 
exhibit to advise businessmen on how to do business with the United States and 
to facilitate contacts between American and foreign buyers and sellers. Individual 
consultations will also be arranged for at the information center. 

One fair—the Barcelona Samples Fair opening June 1—remains in the spring 
European international trade fair program of the Office of International Trade 
Fairs. The fall schedule opens August 12 with the Djakarta International 
Economic Fair. 

Products of the following sources will be on display at the United States central 
exhibit at the Palermo International Fair: 

Aluminum Corporation of America, Pittsburgh, Pa.; Allis Chalmers Manufac- 
turing Co., West Allis, Wis.; American Box Shook Export Association, Washing- 
ton, D. C.; Bolens Products, Port Washington, Wis.; Bureau of Reclamation, 
: _— ‘d States Department of Interior, Washington, D. C.; Carrier Corp., Syracuse, 

; J. I. Case Co., Racine, Wis. - Caterpillar Tractor Co., Peoria, i”: Deere & 
6. * tholine. Rh. 3 Department of Agriculture, Washington, D. os - Florida Citrus 
Commission, Lakeland, Fla.; Food Machinery & Chemical Corp., San Jose, 
Calif ; Harwald Co., Evanston, Ill. 

M. B. Manufacturing Co., New Haven, Conn.; Minneapolis Moline Co., 
Minneapolis, Minn.; Mojonnier Bros., Chicago, Ill.; Morrison Knudson, San 
Francisco, Calif.; National Frozen Food Locker Institute, Elizabethtown, Pa.; 
National Ww ooden- Box Association, Washington, D. C.; Oliver Corp., Chicago, 
[ll.; Sheffield Tool Co., Inc., Dayton, Ohio; Sunkist Growers Assoc., Los Angeles, 
Calif.; True Temper Corp., Cleveland, Ohio; Viewlex Corp., Cleveland, Ohio; 
W illys Jeeps Division, W illys Overland Export Co., Toledo, Ohio; Wine Institute. 
San Francisco, Calif. 
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UniTep States DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington 25, D. C. 
|For Release Monday a. m, April 25, 1955 
Unitrep States Propuct DxesicN Exuipir at LizcE Fair 


For the first time under the United States Industry-Government trade fair 
program, a United States central exhibit—at Liege, Belgium, International Trade 
Fair which opened Saturday, April 23—shows how consumer and industria] 
products are designed to appeal to the American public, the Office of Internationa] 
Trade Fairs, United States Department of Commerce, announced today. 

Over 66 products of mass production ranging from outdoor barbecues to pedal 
toys and representing 36 United States manufacturers will be on display. 

These products were designed and selected by members of the Society of 
Industrial Designers, a nonprofit professional society composed of 165 American 
designers who organized the exhibit in the United States. The work of 25 of the 
members will be shown. 

The exhibit will demonstrate the basic theme of United States official participa- 
tion in 25 International trade fairs in 1955—‘‘Industry in the Service of Man.” 
Items used in and about the home and business in the United States such as ball- 
point pens, telephones, and refrigerators will be exhibited. 

Displays will tell how each product represents a problem solved by the indus- 
trial designers working in a team with company engineering and sales departments, 
For example, steps will be shown in the development of a refrigerator with revoly- 
ing shelves to provide the housewife with reaching ease. Another display will 
show how 2 changeable front panel was designed for a refrigerator to add color in 
the kitchen. The importance of safety in design will be shown by a toy jet plane 
with purposely rounded curves and a covered pedal chain. School furniture 
designed to be both long-wearing, yet comfortable and esthetically pleasing, will 
be on display. 

The Liege Fair will be held through May 8. About 950,000 persons are ex- 
pected to attend it this year. Products of the following American firms will be 
on display at the United States central exhibit at the Liege International Fair: 

Ansul Chemical Co., Marinette, Wis.; Airway Electrical Appliance Corp., 
Toledo, Ohio; Atlas Press Co., Kalamazoo, Mich.; BMC Manufacturing Co., 
Binghamton, N. Y.; Bell & Howell, Chicago, Ill.; Borg-Erickson Corp., Chicago, 
Ill.; Charles Bruning Co., Inc., Chicago, Il.; Brunswick-Balke-Collender Co., 
Chicago, Ill.; Caloric Appliance Corp., Topton, Pa.; Channel Master Corp., 
Ellens- ille, N. Y.; Caloric Stove Corp., Philadelphia, Pa.; Crane Co., Chicago, 
Ill.; Federal Tool Co., Chicago, Il. 

G. M. Laboratories, Inc., Chicago, Ill.; General Electric Co., Louisville, Ky.; 
Golden Age Distillery Co., Arkon, Ohio; Greyhound Corp., Chicago, Ill.; Harwald 
Co., Evanston, Ill.; Heyer Corp., Chicago, Ill.; Hill-Rom Co., Inc., Batesville, 
Ind.; The Howell Co., St. Charles, Ill.; Hunter Fan & Ventilating Co., Memphis, 
Tenn.; IDEA, Inc., Regency Div., Indianapolis, Ind.; International Harvester 
Export Corp., Chicago, Ill.; Kawneer Co., Niles, Mich.; Louisville Tin & Stove 
Co., Louisville, Ky.; Mell Hoffman, Chicago, Il.; The Miller Falls Co., Green- 
field, Mass.; Minneapolis-Honeywell Co., New York City; Mitchell Manufac- 
turing Co., Chicago, Ill.; Peter Muller-Munk Associates, Pittsburgh, Pa.; Murray 
Ohio Manufacturing Co., Cleveland, Ohio; E. A. Myers & Sons., Inc., Pittsburgh, 
Pa. 

National Cash Register Co., Dayton, Ohio: New Monarch Machine Co., Des 
Moines, Iowa; Parker Pen Co., Janesville, Wis.; Rival Manufacturing Co., 
Kansas City, Mo.; Rosenthal-Block China Corp., New York City; Salem China 
Co., Salem, Ohio; Seth Thomas Clocks, Thomaston, Conn.; The Washburn Co., 
Worcester, Mass.; The Wayne Pump Co., Salisbury, Md.; West Bend Aluminum 
Co., Hartford, Wis.; Westinghouse Electric International Co., New York City. 
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UNITED STatTES DEPARTMENT OF COMMERCE 
OFFICE OF INTERNATIONAL TRADE FAIRS 
Sinclair Weeks, Secretary, Washington 25, D. C. 
For Immediate Release Thursday, May 12, 1955 


ELECTRONICS, PACKAGING, AND ‘‘Main StreEEtT—U.S. A.” at Farr or Paris, 
May 14-30 


Forty-nine United States firms will display hundreds of American consumer 
and industrial products at the United States industry-Government central exhibit 
at the Fair of Paris, May 14-30, the Office of International Trade Fairs, United 
States Department of Commerce, announced today. 

Secretary of Commerce Sinclair Weeks will be on hand for the colorful cere- 
monies marking ‘American Day” at the Fair, May 18. Secretary Weeks has 
previously visited Milan, Hannover, Liege, Brussels, and the British Industries 
Fair at London and Birmingham. 

Sections of the American exhibit at the Fair of Paris will be devoted to electronic 
co nt, modern packaging design, and a representation of ‘‘Main Street— 

A.” Items of each section have appeared at other spring European Trade 
Book in the new program to stimulate two-way international trade by the 
Commerce Department. 

A portable instructional television system, used by universities, research 
croups and Government agencies for training, education and demonstration 
poe and an electronic “‘juggler’’ will be features of the electronic display. 

the “juggler,”’ an electronic device complete with brain, eyes, nerves, arms, and 
muscles, W ill entertain spectators with a scientific vaudeville act. 

The ‘Main Street—U. 8. A.” part of the exhibit will consist of a home, factory, 
school, and farm. Fairgoers will see a typical house in a small New England 
manufacturing town. They also will be led through a full-scale furnished kitchen, 
dining room, and living room, in which life-size models of residents will add realism. 

The central exhibit will be housed in a new modernly designed rectangular- 
shaped pavilion occupying 12,000 square feet. Its facade will be almost entirely 
of glass, as will the adjoining one-third of each side wall, The remainder of each 
side and the back wall will be covered by sheets of aluminum. Peter Schlader- 
mundt Associates of New York are the designers of the United States central 
exhibit. 

In addition to the main exhibit, the United States will have a trade information 
center staffed by specialists in industry and Department of Commerce experts. 
These men have been part of a trade mission operating in France since the close 
of the Lyons and Brussels Fairs. They have been meeting with various French 
business associations and talking to individual businessmen to facilitate contacts 
between American and foreign buyers and sellers. 

The trade team consists of John V. Deacon, sales promotion and advertising 
office, Westinghouse Electric International Co; Philip J. Gray, manager, Foreign 
Credit Interchange Bureau, New York; William Repucci, assistant secretary and 
manager, world trade department, Irving Trust Co., New York; Joseph A. Sin- 
clair, secretary of the Commerce and Industry Association of New York; and 
— A. Mack, Deputy Director, Office of Field Services; Robert Sarich, Acting 

Chief, French Section, European Division, Bureau of Foreign Commerce; Frank 
Shaffer, Director, Finished Products Divi ision, Office of Export Supply, all of the 
United States Department of Commerce. 

Last year, some 3 million persons visited the Paris Fair, the second largest 
international trade fair in Europe. In 1954 there were a total of 12,501 exhibitors, 
\7 of which were foreign governments. Among the exhibitors that year, 35 
foreign countries were represented. 

Products of the following sources will be on display at the United States central 
exhibit at the Paris International Trade Fair: 

American Can Co., New York City; Atlas Press Co., Kalamazoo, Mich. 
atone & Ohio Railroad Co., Baltimore, Md.; Boreg- Erickson Corp., Chicago, 


“ “nae Institute, New York City; Channeel Master Corps., Ellens- 
ville, N. Y 


DeWalt Machinery Co., Lancaster, Pa.; the Chas. Wm. Doepke Manufacturing 
Co. , Rossmoyne, Ohio. 


63859—55——20 
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Eagle Upholstery Co., Inc., Boston, Mass.; Eastman Kodak Co., Rochester 
LY 


General Foods Corp., White Plains, N. Y.; General Electric Co., Schenectady 
N. Y.; G. M. Laboratories, Inc., Chicago, Ill.; General Motors Corp., New York 
City; Gillette Safety Razor Co., Boston, Mass.; the Grand Union Co., East 
Paterson, N. J.; Greyhound Bus Corp., New York City. 

The Harwald Co., Evanston, Ill.; House Beautiful, New York City; Hudson. 
Randall International, New York City. 

Intewnational General Electric Co., New York City. 

Johns- Manville Co., New York City; Johnson & Johnson, New Brunswick, N. J, 

Kellogg Switchboard & Supply Co., Chicago, II. 

Massey-Harris-Ferguson, Inc., Racine, Wis.; Murray Ohio Manufacturing Co, 
Cleveland, Ohio. 

Pan American Lines, Long Island, N. Y. 

RCA Victor, New York City; Recreation Commission, Philadelphia, Pa; Reed 
& Barton Silver Co., Taunton, Mass.; Reeves Instruments Co., New York City: 
Robbins & Myers, Inc., Springfield, Ohio; Rohm & Haas Co., Philadelphia, Pa.: 
Royalcall, Inc., Cleveland, Ohio; Rosenthal-Block China Corp., New York City, 

Salem China Co., Salem, Ohio; Sanborn Co., Cambridge, Mass.; Seth Thomas 
Clocks, Thomaston, Conn.; The Singer Manufacturing Co., New York City: 
Swift & Co., Chicago, III. , 

Trans-World Airways, New York City. 

United States Department of Agriculture, Washington, D. C.; United States 
Lines, New York City; Office of Naval Research, United States Navy, Port 
Washington, N. Y.; United Steel & Wire Co., Battle Creek, Mich. 

The Washburn Co., Worcester, Mass.; Webb & Knapp, New York City; 
Webster-Chicago Corp., Chicago, Ill.; Western Electric Co., New York City. 


OTHER OBJECTS OF EXPENSE 
TRANSPORTATION OF THINGS 


Mr. Rooney. At page 25 of your justifications you request the 
amount of $180,000 in the coming fiscal year as compared with 
$106,100 in the present year for the ‘““Transportation of things’’ under 
this $5 million appropriation, of which about $2.5 million was allo- 
cated to you. 

Mr. Roy WiuiaMs. Yes, sir. 

Mr. Rooney. The justification states: 

This item covers the crating, storage, and transportation of exhibit materials 
and other goods used in trade fair exhibitions. In addition to Government 
purchased or owned materials, numerous items of various types loaned to the 
Government by industry will be transported and stored for subsequent use. 

Mr. Roy WiuuraMs. That is right. 

Mr. Rooney. The justification also states: 


Transportation of such items is required not only to the fair site, but also from 
one fair site to another, and in many cases, back to the owner of the item. 


What are the details in regard to that? 

Mr. Roy WixuiaMs. I can illustrate it with two shows. The 
Frankfort show exhibited a typical five-room American home i 
which were exhibited normal American products, some electrical 
gear, some kitchen appliances, attempting never to overdo the gadget 
and luxury items. 

Brussels had the exact same show, moved from Frankfort to 
Brussels after the Frankfort showing. The exhibit was packed up 
and stored for a while with all these articles that went from Frankfort 
to Brussels. We are doing the same thing with the Paris exhibit 
backgrounds, we are taking them to Vienna in September if this 
budget is allowed by this committee. 
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Mr. Roonny. There seems to have been a misunderstanding of the 
question. My purpose in asking the details was as to the breakdown 
of these figures and how you arrive at the total amount of the request. 

Mr. Roy Wiuurams. I will ask Mr. Nielson to give you that, if he 
will. I know it takes that amount for 22 fairs. 

Mr. Nrevtson. Mr. Chairman, the breakdown on the difference 
between $106,100 and $180,000—— 

Mr. Roonsy. We want the breakdown of the whole $180,000 for 
this item. 

Mr. Nretson. I will have to supply that for the record, Mr. Chair- 
man. 

Mr. Roonrny. How much has been expended to date in the current 
fiscal year out of the $106,100? 

Mr. Nriextson. The total amount that has been obligated as of 
May 31 is $28,170. 

Mr. Rooney. That is not expended; that is obligated. Right? 

Mr. Nretson. That is the obligation. 

Mr. Roongy. How much has been expended? 

Mr. Nretson. Mr. Chairman, I will have to supply that for the 
record. 

PRINTING AND REPRODUCTION 


Mr. Roonry. With regard to the printing and reproduction esti- 
mate on page 26 of the justifications, do you have the details with 
regard to the 1956 estimate of $90,000? 

Mr. Nreuson. As to the exact breakdown, Mr. Chairman, I do not 
have the items detailed but I will supply that for you on each of the 
other objects items contained from page 25 through page 28. 

(The information requested is as follows:) 


EMERGENCY FuNpD FOR INTERNATIONAL AFFAIRS 


Travel 


i Foreign travel 

Number ; Local | Domestic 
of | foreign toavel 
travelers | Transpor- Per travel ns 
tation cost | diem 


Total 





$3, 700 | $1,000 | ; $5, 000 
1,000 | 1,000 ¢ 100 3, 000 
11,300 | 4, ‘ 400 16, 800 
300 10, 500 
400 12, 300 
300 10, 800 
400 | 10,800 
300 10, 000 
400 | 18, 900 
300 12, 600 
400 | 9, 200 
400 17, 000 
300 6, 800 
300 15, 800 
400 10, 000 
400 10, 900 
300 7, 000 
400 | 9,500 
300 | 7,300 
400 | 15,700 
s - 400 | 11,000 
Darcelona 400 | 10,500 
atin America and Africa_...........-----| , | 4 400 | 13,600 
Program direction and development. -_._- , | 6, ee 4,000 | 20, 000 


ere ae sw 
Stockholm - - _- 


Vienna. - 
Berlin 


Addis Ababa. 
Bogota 
Bangkok 
Cuidad Trujillo 
Colombo 

Fr inkfort 
Milan 
Lyons____ 
Hannover... 
London 
Tokyo 

Paris 


DOA D ORCHID DOs Cr Gr CD HO 











Total 158, 000 | 75,000 | 12, 000 | 275, 000 
= ssl lt elie cairn ncenpicimetnisis 
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Transportation of things 


Trade 
Storage | informa- 
Crating | Freight jand ware-| tion 
housing | center 
materials 


dete’ 


ie ee amend aeaeeed 


New Delhi 
Addis Ababa 


Bangkok 1,000 
Cuidad Trujillo 400 3, 000 
a ek eh eGhiul ee” 3, 600 11,000 1, 300 
Frankfort 7, 500 400 | 10,000 
11, 000 400 | 15, 400 
400 400 800 
4, 400 500 5, 500 
200 500 700 
8, 900 ; 1,200 | 10,700 
3, 11, 000 600 15, 600 
Barcelona-.-.-..-..---- a : 3, 13, 200 500 | 18,000 
Se ON ND TTI os cin dicen ceeeandangstensnns 4, 400 1, 000 6, 000 








26,600 | 133,100 | 5,800 | 14, 500 | 180, 000 
| | 








Communication services 





Estimated 
Type of service number of 
messages 


Average 
unit price 


Overseas telephone calls: 

Europe and Latin America 

Far East and New East 
Domestic toll calls_--- : 
Toll calls between points in Europe 
S\N NTE TEE ER A SEL, ESS |. RETA 
Domestic telegrams -------------- e 
Telegrams between points in Europe !- -- Paes 
Postage (including penalty mail, airmail, special delivery, | 

Saeko caaakinnt akan eonaiiies Sr cieaaae eat aaa tena 











1 Established State and Defense Department direct wire facilities are utilized whenever available. 








5, 600 
3, 000 
3, 000 


), 000 
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Rents and utility services 


Djakarta 
Stockholm 
Karachi 


Salonika 

Bari_-- 
Vienn&....--------------------------------------------- 
Berlin 

New Delhi 

Addis Ababa 

Bogota 

Bangkok 

Ciudad Trujillo 

Colombo 

TING... 405 hé dd dawseadebhbébucnascmsoduntttesceaabee 
Milan 

Lyon 

Hannover 

London 

Tokyo 

Paris_-- 

Barcelona 

Latin America and Africa 

Preliminary development 


Total 





Rental 


Utilities 
Equip- 
ment 








Total 


$5, 000 
4, 200 
26, 000 
2, 500 
6, 000 
10, 400 
1, 200 
1, 200 
2, 400 
1, 200 
9, 700 
1, 200 
2, 400 
16, 000 
10, 000 
13, 000 
1, 300 
16, 500 
1, 800 
16, 500 
39, 000 
17, 500 
10, 000 
100, 000 


315, 000 





Printing and reproduction 


Trade infor- 
mation 


exhibit center 


Total 





Djakarta 
Stockholm. -_--- 


Zagreb 
Salonika. -- 
Bari_- 
Vienna... 
Berlin 

New Delhi___. 
Addis Ababa 
Bogoté 
Bangkok _.. a ne boa 
Cuidad Trujillo.............- ; 
Colombo____- 

Frankfort 

Milan... 

Lyons 

Hannover..__- 

London... 

Tokyo 

PON occa cons 

Barcelona al eine es Sag ‘i 
Latin America and Africa _ 
Program direction and development. 


Pa okawede thet An edoe 








$3, 000 


Central | 
| 
| 


2, 500 


4, 000 
4, 700 
4, 500 
4, 600 
4, 000 


ened 
80, 000 10, 000 








mon 


on 


- doe ore to 


on 
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Other contractual services 





Foreign local employ- 
ment 


aig 


Clerks, 
secretaries, 
reception- 
ists, inter- 
preters, 
and trans- 
lators 


Design and 
architec- 
tural en- 
gineeiing 


Interior 
decora- 
tion ! 


Crafts and 
materials 2 Actors and 
custodial 
and usher 


services 


| 
| 


$119, 000 
21, 500 
55, 000 

2, 000 
85, 000 
93, 000 
27, 500 
49, 500 

135, 000 
36, 000 
56, 000 


Djakarta 
Stockholm_____.____- 

| aera 

I cad eee 
Salonika__ 

OE en nc ees i ct 
WR ce hte 
re ae 
eee gk ec 
Addis Ababa_-_- 
Bogot&______- 
ee 198, 000 
Cuidad Trujillo__ ss ee oa 70, 000 
Colombo | 9, 64, 000 
50, 000 
90, 000 


> 4, 000 
NE cs A 23, 500 


London / 5, 000 
| , 138, 000 

BWR ssc be ade ae i, ; 59, 000 

ema esa vente ‘ 5, f 36, 000 53, 000 

Latin America and Africa__- 3, i, 98, 000 122, 000 

Preliminary development____- ft 75, 000 

Program direction and devel- | 

opment i 
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$153, 000 
27, 000 
76, 000 

5, 000 
107, 000 
LL7, 000 

41, 000 
bs, 000 
179, 000 
48, 000 
71,000 
250, 000 
44, 000 
42, 000 
72, 000 
121, 000 

8, 000 

38, 000 
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179, 000 
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105, 000 











! Design, lettering, signs, display matter. 
? Walls and partitions, ceilings, flooring, painting, electrical installations. 


SERVICES PERFORMED BY OTHER AGENCIES 


Provision is made for payment to the State Department for administrative 
support rendered by the United States Embassy at Paris to the European design 
and production supervision staff assigned to this program. This includes payroll, 
accounting, contracting and general administrative services. The estimate was 
based on the standard administrative support cost per employee used by the 
State Department for recovering such costs, as follows: 


Man-years Rate Amount 


Servicing of American employees at Foreign Service posts---- ‘ $2, 200 $6, 600 
Servicing of foreign local employees at Foreign Service posts--| ; 1, 400 7, 420 





An additional $3,980 was estimated as the cost of other reimbursements to the 
State Department for facilities or services provided by that Department to trade 
fair personnel by various Foreign Service posts. The State Department has 
advised us that facilities and services will be provided without cost wherever 
possible. When such items involve additional cost to State, the Department of 
Commerce will be billed for such cost. 


Administrative support in Paris___..___..___---- $14, 020 
Administrative support in other locations 3, 980 


18, 000 
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Supplies and materials 


Djakarta..-.- 
Stockholm 

Karachi 

Zagreb-- 

Solonike.. ...<scanse 
Bari. . 

VigtiNS . . . .0-20660- 
Berlin. - 

New DeJhi_......- 
Addis Ababa 
Bogoté.....-.-- 
Bangkok.......-.-- 
Ciudad Trujillo...- 
C Jombo 
Frankfort.....-..-- 


Djakarta_.... 
Stockholm 

Karachi 

Zagreb 

Salonika - - 

Bari... 

Vienna. 

Berlin 

New Delhi........- 
Addis Ababa. ...-- 
BOGE... ccsahanes 
Dankok.....<«siduee 





Central 
exhibit 


Exhibit 
equip- 
ment 


$1, 000 


1, 000 


"1, 000 
"4, 500 
"1000 

1, 000 


Trade 


informa- 


tion 


s3333 


S22358 


Provision 
for loss or 


damage 


$2, 000 


1,000; 


2,000 | 


Total 


CO aaa 

100 
1, 300 
1, 000 
1, 100 
1, 100 
1, 300 
1, 100 
1, 300 
1, 200 
1, 200 
1, 300 | 
1, 200 
1, 200 | 
1, 200 | 


Hannover....-.---- 


Barcelona_--------- 

Latin America and 
Africa... 

Program direction 
and develop- 
Weis kk 


Total 





Equipment 


|| Ciudad Trujillo__- 
Colombo ates 
|| Frankfort 
See 

| Lyons... 


| London... 
| Tokyo 
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TAXES AND ASSESSMENTS 


ee ee ies mare 





Exhibit | 


Hannover....----- 


| Barcelona....--...-- 





Central | 
exhibit 





| 


equip- 
ment 


$1, 000 | 
1, 000 | 
1, 000 | 


15, 000 | 


Trade 
informa- 
tion 
center 


$1, 000 
1, 000 
1, 000 
1, 000 
1, 000 
1, 000 


1, 000 | 
1, 000 | 


21, 000 


Provision| 
for loss or 
damage 


$1, 500 | 
1, 500 | 
1, 500 | 
1, 500 | 


1, 500 


25, 000 


Total 


Total 


4, 000 
3, 000 
2, 500 


40, 000 


It is estimated that the Department will be required to make the employer 
contribution for FICA taxes for the equivalent of 27 employees at the rate of 


384 per year: 


Total 


268 
—13 


, 250 


Mr. Roy Wiurams. May I answer that the printing in foreign 
languages of these giveaway booklets [indicating] cost us $40,000. 





310 


Mr. Rooney. Before we get to that, how much of the $80,500. 
which you say is allocated for printing and reproduction in the current 
fiscal year, has been obligated? 

Mr. Nretson. As. of May 31 there is an obligation of $3,793. 

Mr. Rooney. $30,793? 

Mr. NIEtson. $3,793. 

Mr. Rooney. That leads to this question: Mr. Williams, you say 
you spent $40,000 and Mr. Nielson says you have spent only $3,793, 
who is correct? 

Mr. Roy Wiuur1ams. The commitment is in the sum of $40,000, 
I know that the total allowed in the program as a commitment to me 
was $40,000 and I have received the prints for all the fairs. 

Mr. Rooney. The figure $3,793 represents obligations, Mr. Nielson, 
is that right? | 

Mr. Nretson. Yes. 


EXPENDITURES BY OBJECT CLASS AS OF MAY 8381, 1955 


Mr. Roonry. How much has actually been expended? 
Mr. Nretson. Mr. Chairman, I will supply that for the record. 
(The information requested is as follows:) 


DEPARTMENT OF COMMERCE 
EMERGENCY FUND FOR INTERNATIONAL AFFAIRS 


Expenditures as of May 31, 1955 





OITF ’ Total 





a ek oe le eae a ace eeal $104, 928 96 $131, 424 
I ee ene 28, 204 5 28, 853 
Transportation of things . os cokes Boon 27, 801 366 28, 170 
TL eemeRE ENED RO oe con. ce ceow aero e mien ; ina 3, 819 
Rents and utility services__-_-_- : ; nae a 21, 579 
Printing and reproduction_----- ; 
Other contractual services - - - ---- 
Supplies and materials_- 
Equipment- cai Sea ie tit 
Taxes and assessments _. 





Total expenditures______- a ; ses 643, 101 














PRINTING AND REPRODUCTION 


Mr. Rooney. With regard to the printing items which I have in 
my hand, have these all been paid for? 

Mr. Roy Wriiuias. I think there is a lag. The funds were sent 
to Europe to our headquarters in Paris. Copies of documents ver'- 
fying payments have not come back to us as yet. Those are the give- 
aways at the various fairs in the language of the country. 

Mr. Nretson. Mr. Chairman, one of the points I would like to make 
here is that funds are made available to our fair managers abroad and, 
because of the lag in getting some of these obligations on the books— 
these figures that I am giving you are taken off the books—there are 
some obligations in transit which come about as a result of some of 
these commitments that have been made, as Mr. Williams mentioned. 

Mr. Rooney. Has this printing been paid for? 

Mr. Nretson. As far as I know it has been. 
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Mr. Rooney. Where did you get the money if you have only obli- 
vated $3,000 and Mr. Williams says you have $40,000 of printing 
sere? 

, Mr. Nrevtson. On this item I do not know if it was printed in this 
country or printed abroad. 

Mr. Roy WiuuiaMs. It was printed abroad. 

Mr. Nretson. Then it no doubt was contracted abroad and the 
obligations are in transit to be placed on the books. 

Mr. Rooney. But you do know that the money has not yet been 
expended? 

Mr. Nrevson. Not from the current records, the records we have 
based on the obligations. 

Mr. Rooney. It would appear from this pamphlet, Mr. Williams, 
that you are in the business of advertising cinerama. Am I correct 
oram I mistaken? 

Mr. Roy WiuuraMs. That is right up to this point, that cinerama 
had helped us in Damascus and again in Bangkok and when we came 
to Milan we reprinted the notices. 

Mr. Rooney. It is as though you were playing ball with them? 

Mr. Roy WixuiaMs. Playing footsie. 

Mr. Rooney. Playing footsie at the American taxpayers’ expense? 

Mr. Roy Wruttams. No. I think that was money well spent on 
cinerama, We were able to credit the Russian withdrawal from 
Bangkok to the statement we were putting on cinerama and that 
was claimed as a triumph. 

Mr. Roonry. Do you have any more instances where we are 
advertising American corporations’ businesses and products? 

Mr. Roy WiuutaMs. Not that I know of. 

Mr. Rooney. At the moment we do not have time to look through 
all these booklets. 

Mr. Roy Wiuurams. No. The booklets as such are giveaways 
around the themes shown at the fairs. We showed in the Milan fair 
a miniature of the cinerama which evoked a great deal of interest. 

Mr. Rooney. One of these printed items is entitled ‘‘United States 
Customs Hints.” Is it your idea that you are in the business of 
circulating information with regard to customs regulations? 

Mr. Roy Witu1aMs. That is the trade team work at the fairs, the 
trade teams which sit in the central information booths. They 
give out that information out of their budgets. 

Mr. Roonry. Do not the airlines put out that same information 
and pay for it out of their own funds? 

Mr. Roy WiuutaMs. I do not know, sir. They must. 

Mr. Roonry. Have you considered that? 

Mr. Roy Wiuurams. We have great cooperation from the airlines. 

Mr. Roonny. I did not ask you that. Have you considered the 
fact that the airlines put out such a thing themselves? 

Mr. Roy Wiurams. No. 

Mr. Rooney. Is it not the fact that the steamship companies put 
out this same information? 

Mr. Roy Wiiurams. We have not considered it in this program, 
but we will, certainly. 

That larger one is the standard one that went to practically all the 
fairs in all the languages, the story of the American product. 
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Mr. Roonry. The American taxpayers are paying to put out this 
sort of pamphlet in which you advertise products of RCA Victor 
Corp., Camden, N. J.; General Electric Co., Louisville, Ky.; Aluminum 
Cooking Utensils, New Kensington, Pa.; Corning Glass Works; and 
some 50 other companies. 

Mr. Roy Wituiams. Sixty, I believe. That was at the Barcelona 
Fair. We were able to do that to the extent of $40,000 that we 
printed that circular on. 

Mr. Roonery. And in addition to taking products and displaying 
them at the expense of the American taxpayers, on top of that you 
get out a pamphlet showing pictures of the products and a descrip- 
tion thereof for these American companies? 

Mr. Roy Wiuur1aMs. Displaying them as a part of the American 
story, never giving prices or other information as a sales proposition, 
In the case of the Barcelona Fair all the companies that made up our 
exhibit received import licenses as a part of the arrangement with the 
Spanish authorities. 

Mr. Rooney. I must repeat the question. In addition to taking 
these American products and displaying them at the fair, you used 
the American taxpayers’ money to put together printed matter such 
as this containing photographs of all the articles for sale together with 
the names of the companies thereon. Is that true? 

Mr. Roy WiiuraMs. That is true, as part of our cooperation with 
American business in those areas. 


OTHER CONTRACTUAL SERVICES 


Mr. Roonery. What are the details with regard to ‘Other contrac- 
tual services’? shown at page 27 of the justifications? 

Mr. Roy Wruttams. In the forward program or in the current 
program, sir, 1955? 

Mr. Rooney. Either or both. 

Mr. Roy Writs. In the list given you this morning are the 
items of the forward program. 

Mr. Rooney. That is not too much help to us as we learned this 
morning. Do you have the details with regard to this? 

Mr. Roy Wiutu1aMs. I do not. Do you, Mr. Nielson? 

Mr. Nretson. Mr. Chairman, the $1,920,300 referred to in the 
justification material on page 27 is to cover construction items in the 
various trade fairs, a list of which we supplied this morning. That 
would include $142,500 at Djakarta; at Stockholm 

Mr. Rooney. That is merely an allocation of this item by locations. 
What are the details? What would you use the money for and what 
in the past year have you used it for? 

Mr. Nretson. Mr. Chairman, in line with your request, as I ind! 
cated earlier, I will supply you for the record a complete breakdown 
on each of these items. 

(The information requested may be found beginning on p. 305.) 

Mr. Roonry. Mr. Nielson, you surely never expected to come up 
here and not be asked for a breakdown of your figures. Did you think 
we might forget to ask for them? You knew that this information 
would be asked for. 

How much have you obligated to date in this current fiscal year of 
this $1,643,420? 
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Mr. Nietson. The actual obligations are $486,275. 

Mr. Rooney. As of what date? 

Mr. Nretson. As of May 31. 

Mr. Roongy. Do you have the details of that? 

Mr. Nretson. I do not have, Mr. Rooney, the expenditures against 
that $486,000, as to what the individual items were. 

Mr. Rooney. Mr. Nielson, did you expect this committee to 
appropriate $2,088,500 for “Other contractual services” without any 
knowledge of what makes up that figure? 

Mr. Nretson. Mr. Chairman, as I indicated to you earlier, I will 
be very happy to supply to you the breakdown. 

Mr. Roongy. You should not have expected us to appropriate this 
money on @ basis such as this, without details of a $2 million item, and 
I cannot understand why you do not have the figures here. 


TRAVEL EXPENSE OF PRIVATE INDUSTRY REPRESENTATIVES 


With regard to “Travel” at page 25 of the justifications, has any 
money been spent in the current fiscal year since you started this 
program to provide for the expenses of travel of any employees of 
American corporations? 

Mr. Roy WiuuiaMs. I do not know that. I think not. 

Mr. Nretson. Mr. Chairman, not to my knowledge. 

Mr. Roonry. What can we do about getting a definite answer? 

Mr. Nretson. An average travel cost of $8,000 per fair was pro- 
vided for trade teams consisting of 4 members each. But, I do not 
believe there has been any expenditure during this year for travel of 
industry representatives. 

Mr. Roonry. Am I to understand, then, that you have not done so 
up to now but you expect to do so in the coming year? 

Mr. Nretson. I have to stand corrected. I understand there have 
been expenditures made against the travel account for these trade 
team members and that also is requested in the $275,000 for 1956. 

Mr. Rooney. What are the details of the money spent to send 
employees of American corporations abroad in connection with the 
— of their own products? How much has been spent for 
that? 

Mr. Hawk. There have been 10 company or association or bank 
representatives sent in connection with 10 trade teams this year. 

Mr. Roonry. Did you say bank representatives? 

Mr. Hawk. Yes. 

Mr. Roonry. Where do they come in? 

Mr. Hawk. The purpose of the trade team is to answer the in- 
quiries which arise from the public and from business people who ask 
about doing business with the United States. The bank representa- 
tive is usually the representative of their foreign trade department who 
~ dealt with many inquiries of this type here. That is why they are 
chosen. 

Mr. Roonry. What is the answer to the question with regard to 
what money has been spent and for whom up to now for travel? 

Mr. Hawk. You want the names of the people, sir? 

Mr. Rooney. Yes, and the companies. 

Do you have a list there? 

Mr. Hawk. Yes. 
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Mr. Rooney. May we see it? 

Mr. Hawk. Yes. 

Mr. Roonery. Sometimes we can save time this way. 

-Mr. Hawk. Those with the pencil marks on them are the business 
members. 

Mr. Rooney. Now, with regard to the list of people which I now 
have in my hand, this is a complete list of those who from private 
business or industry have been sent abroad at Government expense? 

Mr. Hawk. As trade advisers of the Government mission it is a 
complete list; yes, sir. 

Mr. Rooney. As of what date? 

Mr. Hawk. That would carry through all of the spring fairs up 
until June 30. 

Mr. Rooney. I will ask these questions which will require yes-or-no 
answers, so we will get through as fast as possible. 

Did you ever send the assistant secretary of the Irving Trust Co., 
1 Wall Street, Mr. William Repucci, abroad at Government expense? 

Mr. Hawk. Yes, sir. 

Mr. Rooney. Did you send Mr. Phillip J. Gray, assistant secretary 
and assistant executive manager of the Foreign Credit Interchange 
Bureau abroad at Government expense? 

Mr. Hawk. Yes, sir; with his salary contributed as in all of these 
cases, of course. We do not pay the salaries of these men. 

Mr. Rooney. You mean you did not pay him the same salary that 
he was getting from a big corporation such as this gentleman from 
the Irving Trust Co.? You mean that you let the company pay them 
while they were abroad? 

Mr. Hawk, The companies continued to pay their salaries to work 
for us; yes, sir. 

Mr. Rooney. Did you send abroad at Government expense Mr. 
John V. Deacon, of Westinghouse Electric Corp., New York, N. Y.? 

Mr. Hawk. Yes, sir. 

Mr. Rooney. Did you send abroad at Government expense Mr. 
Alois A. Stauber? 

Mr. Hawk. Yes. 

Mr. Roonry. Of the Daco Machine & Tool Co. of Brooklyn? 

Mr. Hawk. That is right; yes, sir. 

Mr. Rooney. Did you send abroad at Government expense Mr. 
Max R. Saccra, manager of Black & Decker of Towson, Md.? 

Mr. Hawk. Yes, sir. 

Mr. Rooney. What business are they in? 

Mr. Hawk. The company, you mean? 

Mr. Rooney. Yes. 

Mr. Hawk. They are tool manufacturers, hand-tool manufacturers. 

Mr. Roy Wiu1as. Yes, hand-tool manufacturers, 

Mr. Rooney. Did you send abroad at Government expense Mr. 
Melvin Pine of Melvin Pine Co., New York? 

Mr. Hawk. Yes, sir. 

Mr. Roonry. What business are they in? 

Mr. Hawk. They are export merchants, export and import mel 
chants, I believe, or representatives. 

Mr. Roonzy. Do you know what they export? 

Mr. Hawk. It is a wide line. They represent some 25 or 3 
American manufacturers, primarily in the machinery field. 
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Mr. Roongy. Did you send abroad Mr. Hollis Baker, chairman of 
the board of the Baker Furniture Co., Grand Rapids, Mich.? 

Mr. Hawk. Yes, sir. 

Mr. Roonry. Now, we find Mr. Deacon and Mr. Gray sent on 
another trip, this time to Paris. Or, perhaps, that was just 1 trip 
and you routed them to 2 places. 

Mr. Hawk. That is correct. 

Mr. Rooney. Which is correct, the latter? 

Mr. Hawk. The latter, yes. 

In other words, the cost of trans-Atlantic expense is, roughly, $800 
or $900. If a man gives you his salary, which is usually over $1,000 
per month, and you keep him there 1 month at $10 a day, which is 
the standard rate per diem for his expenses, that amounts to around 
$1,300 for 1 month’s service. If we can persuade the company to 
give us 1 more month of his time at no extra overhead, it only costs 
us $300 for 1 month for a $1,000-a-month man, so by using him 2 
places we were able to save the Government some of the overhead. 

Mr. Rooney. When will that saving get into the Treasury? I do 
not suppose Mr. Hollis Baker, chairman of the board of the Baker 
Furniture Co. of Grand Rapids would sell any furniture on one of these 
trips to one of these countries? 

Mr. Hawk. That is a very good question, Mr. Rooney. 

Mr. Rooney. Of course it is. 

Mr. Hawk. Because we have a very carefully devised plan which 
means that this man is under the same rules and ethics as a Govern- 
ment employee for the period of time he is working for us. He is en- 
titled to do no talking, and conducts no transactions of any kind for 
the company. He is a full-fledged trade-mission member. 

Mr. Roonry. That is highly interesting, I assure you. And, I do 
not suppose that Mr. Deacon would think of talking about any West- 
inghouse appliances to anybody while he was abroad. Or, let us take 
Mr. Saccra of Black & Decker, he would not think of talking about 
the sale of any machine tools while he was abroad, would he? With- 
draw that. The answer is obvious. 

Mr. Hawk. The businessmen think it is a very high honor to serve 
free for the Government. 

Mr. Rooney. I would, too. These businessmen from some of the 
largest corporations in America, it seems to me, could at least pay 
their own travel expenses abroad in an enterprise which is designed to 
sell the products of big business of the United States. 

Perhaps I am a little old-fashioned in that regard, but I think there 

are too many people getting money out of the Federal Treasury these 
days whom I do not think are entitled to it. 
_ Now with regard to Mr. Fitzhugh Granger, manager of Merchandis- 
ing Services, he must be a salesman, foreign operations, International 
Harvester, Chicago, Ill. Did you send him abroad at Government 
expense? 

Mr. Hawk. Yes, sir. 

Mr. Roonny. And did you send Mr. Clarence J. Reuthling, 
assistant vice president of the First National Bank, Chicago, IIL., 
abroad at Government expense? 

Mr. Hawk. Yes, sir. 

Mr. Roonry. Now, in addition to these people I see on this list 
Mr. William L. Beck, industrial consultant. Where is he from, and 
what is his business? 
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Mr. Hawk. He is on the Department of Commerce rolls, sir. He 
has a machinery background. At one time he was Chief of the 
Bureau of Foreign and Domestic Commerce, Machinery Division. 
and later he was in NPA, and he also served in India. 

Mr. Roonry. What business is he in now? 

Mr. Hawk. He is not in business; he is a Government employee. 

Mr. Rooney. Is Mr. William L. Beck, industrial consultant, 
presently a Government employee? 

Mr. Hawk. Yes, sir. 

Mr. CLevEeNGER. It might be interesting to know when he entered 
the Government service. 

Mr. Roonry. What is the answer to that? 

Mr. Hawk. I think it was about 1940 or before 1945. 

Mr. Roonry. Mr. Kent D. Lewis, a customs representative, who 
was sent to Tokyo; is he a Government employee? 

Mr. Hawk. Yes, sir; he is a Government employee; he was not sent 
from the United States. 

Mr. Rooney. By whom is he employed? 

Mr. Hawk. He is employed by the Treasury Department, the 
Customs Bureau, but he is located on the spot, and he was only 
borrowed for the period of the fair. 


TOTAL TRAVEL COST OF PRIVATE INDUSTRY REPRESENTATIVES 


Mr. Roonry. What is the total cost of the travel of these people? 

Mr. Nretson. The total of obligations for travel as of May 31 is 
$152,226; that includes the trade teams. For the BFC area Govern- 
ment trade teams the obligation is $63,944. 

Mr. Rooney. It might be well if you pointed out where these gentle- 
men were sent. Mr. Repucci and Mr. Gray to Milan; Mr. Deacon to 
Brussels; Mr. Stauber to Hannover, Germany; Messrs. Saccra, Sin- 
clair, and Pine to London; Mr. Baker to Tokyo; Messrs. Deacon, 
Gray, and Repucci to Paris; and Mr. Granger and Mr. Reuthling to 
sunny Spain, to wit, to Barcelona. 

Were these gentlemen asked to pay their own travel, or were their 
companies asked to pay their travel? 

Mr. Hawk. No, sir. The rule was that if the company would pay 
their salaries, and these are all keymen im their jobs, and let us have 
them for a period of from 4 to 6 weeks that we would, in effect, match 
their expenses by paying their way and their per diem. 

Mr. Rooney. Let us see if we understand one another when we use 
the word “travel.” Have you paid not only the transportation for 
these gentlemen from these corporations and banks which we have 
mentioned, but have you also paid their per diem, including hotel 
bills, and meals, tips, and so forth? 

Mr. Hawk. We give them a flat $10 per day for all of those ex- 
penses. They, of course, cannot live on that. 

Mr. Roongy. Now, I note that all of these folks whom you men- 
tioned in this list are on a high level. Do we have anybody on a low 
level from these corporations whom you sent abroad, such as me- 
chanics and technicians? 

Mr. Roy Witttams. Technicians, yes, sir, but we did not send 
them. 

Mr. Roonry. Where is the list of the technicians? 
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Mr. Roy Wiuurams. We have the company names of those who 
sent technicians abroad on their own expense, not ours, and so I have 
not listed them. 

Mr. Roonry. Have you sent any technicians, mechanics, and so 
forth, at any expense to the Government to any of these trade fairs? 

Mr. Roy Wriiuiams. One is Lieutenant Rogers of the Navy. The 
deal with the Navy made it necessary for an instructor to go for the 
purpose of instruction on the TVA outfit operation, and we accepted 
that man’s travel expenses for the Navy’s loan of the equipment. 
That is not industry. That is a proposition between Commerce and 
the Navy. 

Mr. Roongy. Do you know of any employees, technicians, or 
otherwise, of companies or corporations being sent abroad to these 
fairs at Government expense? 

Mr. Roy WiuuiaMs. I cannot cite names. 

Mr. Roonry. Would you say that there were not any beyond the 
Navy officer that you mentioned? 

Mr. Roy WiiuiaMs. I can only say I think not. I know of the 
technicians which industry furnished us free at Hannover, and that 
is the only case that I know of where it was necessary to call on 
industry. 

Mr. Roonry. Would you say that there were none? You are the 
fellow who is in charge of the budget, Mr. Nielson, would you say 
that there are no employees of private corporations or companies 
sent abroad other than those which have been mentioned here this 
afternoon, sent abroad at Government expense? 

Mr. Nretson. That is my understanding, Mr. Chairman. 

Mr. Rooney. Well, let us leave the record stand as it is until 
tomorrow morning. We want you to firm up your answer by to- 
morrow morning so that you can definitely say no, to your own 
knowledge, that there have not been any people other than these 
sent abroad at Government expense. 

Mr. Nretson. We will endeavor to do that. 

(The following information was submitted later to the committee.) 

Technicians provided by private companies participating in international trade 
fairs whose travel and per diem was at Government expense as specified under 


contract: 
PALERMO AND VALENCIA TRADE FAIRS 


Food Machine and Chemical Corp., San Jose, Calif, 


Services of two employees to operate, supervise and assist in installation, 
maintenance, and servicing of fruit-processing machines and related equipment. 


Transportation and per diem, Ist employee: 
Santa Paula, Calif., to Palermo, and return to Calif $1, 224. 99 
Per diem, 32 days, at $10 per day 320. 00 
Transportation and per diem, 2d employee: 
Lakeland, Fla., to Valencia, and return to Lakeland, Fla 
Per diem, 41 days, at $10 per day 410. 00 


Total 2, 822. 37 
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BARCELONA TRADE FAIR 
National Homes Corp., Lafayette, Ind. 


Services of one employee to supervise assembly erection, maintenance, and 
disassembly of prefab house shown at Barcelona. 
Transportation from Lafayette, Ind., to Barcelona, and return to 


$902. 33 
300. 00 


1, 202. 33 
HANNOVER TRADE FAIR 
Telechrome Manufacturing Corp., Amityville, Long Island, N. Y. 


Services of three employees to operate the closed circuit, color-television 
equipment which the contractor made available for display and demonstration 
at the Hannover Fair. 


Transportation from New York to Hannover, Germany, and return 
to New York (3 employee $2, 365. 80 
Per diem for 3 employees (27 days at $10 per day) 810. 00 


3, 175. 80 
PRINTING AND REPRODUCTION 


Mr. Roonry. How many thousands of these pamphlets have you 
had printed, referring to pamphlets here in French and Italian, The 
Progress of American Business and You? How many thousands of 
these have you had printed? 

Mr. Roy Witurams. Hundreds of thousands 

Mr. Hawk. I cannot answer that exactly, but I can bring you those 
figures. I would guess that it is approximately 25,000 in 10 countries, 
but I can give you the figures. 

(The following information was submitted later:) 


DEPARTMENT OF COMM®RCE 
BUREAU OF FOREIGN COMMERCE 


Copies of You and the U. S, Market 


| Number of | 
fairs 


Language Pamphlet | Leaflets Cost ! 


German : 5, 000 20, 000 | $800 
Italian (Rue babn eaniicnlipy seeps sae es = 10, 000 20, 000 950 
Spanish ‘ inal 2, 000 10,000 | 475 
French_--- aeons aaa] 3 | 12,000 90, 000 | 1, 530 
Flemish Le ee 2, 000 | 10, 000 | 950 
OS Ere while kal 10, 000 0 600 





Total . 10 | 41, 000 | 150, 000 | 
| | 





1 Includes cost of pamphlet and leaflet. Leaflet reproduced only 4 pages of 16-page pamphlet. 


Mr. Rooney. 25,000 each in 10 countries? 

Mr. Hawk. No; the total. 

Mr. Rooney. The total? 

Mr. Hawk. Yes, sir. 

Mr. Roonry. What did they cost? 

Mr. Hawk. This, may I say, is for use in announcing that we have 
four trade team members accredited, and it was to alert the entire 
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business community in the country concerned that we were making 
this friendly gesture and providing this service. 

Mr. Rooney. What service? 

Mr. Hawk. The service of disc ‘ussing with them any problems that 
they have of importing from the United States or exporting to the 
United States, and license agreements both ways with the United 
States and also investment problems. The entire printing cost for 
that little folder, and the other one which you have which I believe is 
16 pages, explaining the sources of information on this, was around 
36,000 for the 10 countries. I can also give you the exact figures on 
that. 

Mr. Rooney. How is your French or Italian? 

Mr. Hawk. It is not good at all. 

Mr. Roonry. Do we have somebody here who can read this into 
the record? 

Mr. StrerBertT. No; I do not think so. 

Mr. McIuvarne. I will try to, Mr. Chairman. 

Mr. Rooney. It would appear that on the front page of this there 
are two photographs. One of these looks like the West Side pier area 
in New York with a couple of ocean liners tied up to it, and the other 
isa picture of a lighted tall building in New York City with a gentle- 
man with a briefcase looking up at it. 

On the second page there is a photograph of the President and of the 
Secretary of Commerce, and on the third page, which I take it is the 
meat of this pamphlet, we find the following: 

Mr. McILvAINE (reading): 

These American experts invited by the Department of Commerce of the United 
States are here to help the European businessmen who wish to sell or buy in the 
United States. These experts are at your service at the United States stand or 
booth in the fair: 

Joseph Mack, Director of Field Services, Department of Commerce, Washington; 

Joseph Sinclair, executive secretary of the Chamber of Commerce of the U nited 
States. 

Mr. Hawk. No; that is the Commerce and Industries Association 
of New York, I believe. 

Mr. McIutvarine. That is what it says. 

Joseph Stovall, director of the Department of Commerce regional office, at 
Savannah, Ga. 

Mr. Preston. Who, I might add, for the record, is a very outstand- 
ing gentleman, who is performing wonderful service for the Depart- 
ment of Commerce in my district. 

Mr. Rooney. Perhaps I should have said that about Mr. Sinclair. 

Mr. McIivaine (reading): 


William Repucci, director of an important New York bank; 
Lician Picard, specialist in Customs’ matters. 


He is a representative of the Treasury, is he? 

Mr. Hawk. That is right. 

Mr. McInvaine. ‘Treasury Department in Paris.” 

Mr. Rooney. And on the last of the four pages it states: 
Mr. McILvarne (reading): 


Do you want to do business with American firms? 


Mr. Roonry. Then it recites the Embassies and consulates in 
France 


63859—55——21 





Mr. McILvaIne (reading): 
Are at your service. 


Mr. Rooney. Then the Department of Commerce of the United 
States, Sinclair Weeks, Secretary, and Bureau of Foreign Commerce, 
Loring K. Macy, Director. 

This appears to be a very imposing document, and I am sure of 
great help. 

Now, do you have any more printed matter, Mr. Williams? 

Mr. Roy Witurams. In our collection? 

Mr. Rooney. Yes, sir. 

Mr. Roy Wituiams. That is the total. 

Mr. Preston. Here is the same pamphlet in Italian. 

Mr. Rooney. Mr. Williams, would you venture to tell us how we 
ever got along without this Government expense for such things for 
the past 20 years? 

Mr. Roy Wiuuiams. That is a good question, too, sir, but I would 
say that our being absent from all of these trade fairs has been con- 
spicuous to the other Americans in these world places. It has been 
detrimental to American business and it has left a wide open field to 
the Russians who have used the trade fair as their everyday propa- 
ganda step. 

Mr. Rooney. Then I must have misunderstood you. I thought we 
went over a list of large American corporations a while ago and found 
that most of them were represented at trade fairs before you ever got 
into this program. 

Mr. Roy Wiuuiams. I tried to say a few of them, the outstanding 
ones only, that we have neglected the trade fairs, by and large, for 
all American industries except just a handful. I think I used that 
word. Inthe meantime the Russians have used the trade fair medium 
around the world to emphasize their industrial prowness and the 
paradise that they have for workers in Russia. That is what has 
spurred our work in trying to tell American industry that our best 
propaganda for America and its contribution to all mankind is the 
very best story we can tell. That is why American products are 
emphasized in the booklets and featured at the shows because they 
tell the story of the American way of life and our progress in the fairs 
abroad. 

COMMUNICATION SERVICES 


Mr. Rooney. With regard to the $14,650 allocated in the fiscal 
year to ‘Communication services,’ how much of that has been 
obligated to date? 

Mr. Nrextson. A total of $4,340 as of May 31. 

Mr. Rooney. Do you have how much has been expended? 

Mr. Nretson. I do not have the expended figure, Mr. Chairman. 


RENTS AND UTILITY SERVICES 


Mr. Roonry. Now, with regard to “Rents and utility services,” 
wherein you show there was allocated in 1955, the current year, 
$267,725, how much of that has been a to date? 

Mr. Nrexson. As of May 31, $21,579 
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SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Rooney. “Under services performed by other agencies,”’ 
herein there was allocated $7,500 in the current year, how much of 
that has been obligated to date? 

Mr. Niztson. We have made no obligations against that, Mr. 
Chairman. 

Mr. Roonry. Pardon me? 

Mr. Nrzison. There has been no obligation against that. 


SUPPLIES AND MATERIALS 


Mr. Roonry. For “Supplies and materials’? the 1955 estimate is 
16.150. How much of that has been obligated to date? 
Mr. Nrevson. $5,463. 
EQUIPMENT 


Mr. Roonry. The 1955 estimate for equipment is $26,000. How 
much of that has been obligated to date? 

Mr. Nreuson. $15,304. 

Mr. Rooney. What was that obligated for? 

Mr. Nretson. The specific equipment, Mr. Chairman, by item 
I could inelude in the list which I intend to furnish to the committee. 

Mr. Roonry. The bulk of this $26,000 would be to cover loss or 
damage not covered by insurance to the American companies who 
loaned their products to the Department, is that correct? 

Mr. Nietson. Yes, Mr. Chairman, according to our justifications 
there would be an amount here, but it is not known to what extent 
such payment will be necessary, but the provision made in the estimate 
is in the amount of approximately $25,000 for such purposes. 

Mr. Roonry. How is it that you do not pay these companies for 
the rent of their products? 

Mr. Roy WiuuiaMs. It is not the pattern to do anything of that 
nature. We invite industries’ cooperation in the program and their 
cooperation by a loan or outright gift of products that we require to 
interpret the theme of a particular fair. 

Mr. Roonry. Do you mean to say that some of them would make 
an outright gift of the product? 

Mr. Roy Wixutams. They have done it in a great many instances, 
many times. 

Mr. Roonry. My. If they all did that you would not need this 

$25,000 to cover losses by damage and so forth not covered by in- 
surance. 
_ Mr. Roy Wiiuiams. We saw that in the Hannover Fair where the 
I'V sets came back considerably scratched and damaged. It was 
sort of a bad situation. So, where we damage things which are on 
loan this is in effect, an insurance to cover such situations. 

Mr. Rooney. Did you set that straight with the television com- 
pany { 

Mr. Roy Wituiams. We will try to. 

Mr. Roongy. What companies are those? 

_ Mr. Roy Wixu1ams. Dumont, Collins, and Raytheon Manufactur- 
They sent two men to the Hannover Fair at their own expense. 
. Roonny. It is a shame those sets were scratched. 
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TAXES AND ASSESSMENTS 


How about this $1,083 in the current year under “Taxes and assess. 
ments,” how much of that has been obligated? 

Mr. Nretson. Mr. Chairman, that amount that has been obligated 
exceeds the estimate appearing in the budget at this point. The esti- 
mate of the obligation is $1,580, while the estimate here shows $1,083 

Mr. Rooney. That is as of May 31? . 

Mr. Nettson. Yes, sir, as of May 31. 


PERSONAL SERVICES 


Mr. Rooney. Referring to page 5 of the justifications, “Personal 
services, $168,743”’ in the current fiscal year, how much of that has 
been obligated? 

Mr. Nietson. As of May 31, $147,531. 

Mr. Rooney. And with regard to temporary and intermittent 
employment, what is the situation? 

Mr. Nretson. Mr. Chairman, the figure I gave you of $147,531 
includes the temporary and intermittent employment. 

Mr. Rooney. In other words, of the $239,248 total for “Personal 
services” to date there has been obligated $147,941; is that right? 

Mr. Nretson. As of May 31. 

Mr. Rooney. You just have 1 month to go? 

Mr. Nreuson. Yes. 

Mr. Roongy. Now, let us add these items and see what happens, 
and if I am wrong, correct me, Mr. Nielson. 

Mr. Nietson. Mr. Chairman, I have a schedule here which shows 
by object class the amount of obligations, if you would like to have it. 

Mr. Rooney. Does it confirm the figures we have just been over? 

Mr. Nretson. This confirms the figures which I have given. 

Mr. Rooney. May I have it, please? 


DEFINITION OF “‘COMMITMENT”’ 


Mr. Nretson. I would also like to make available to the committee 
a schedule which shows the total obligations, as well as the commt- 
ments as of May 31 by each of the fair projects. 

Mr. Rooney. Mr. Nielson, why are you in this business of com- 
mitments? That is the word with which we are not familiar around 
here. Why do you call these commitments? 

Mr. Nrexson. Mr. Rooney, in terms of our particular program, 
this is the one program that we have in the Department where we 
have to use commitments in addition to our actual obligation pro- 
cedure. The commitment is placed on our records and makes funds 
available for operations abroad. However, it may be some time 
before the amount which may be obligated gets back here to be placed 
against our books. Commitments have to be made on a number 0 
the fair projects before an actual obligation is entered. 

I believe Mr. Warner here, or Mr. Williams, could give you some 
pretty good examples of the type of commitments which they had 
to make over in the Far East and in Europe. | 

Mr. Roy Witturams. He is talking about the New Delhi operations 
to date. 
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Mr. WaRNER. To give an example, for instance, on the New 
Delhi Fair, we have committed $66,000 to rental of space, and $91,500 
for construction. 

To give another example, at Karachi we have committed for ground 
rental $8,100, and for building construction, $54,400. 

Incidentally, Mr. Rooney, I think this might be of interest—this 
document just came in to me from Karachi last Friday. The United 
States Government hoped to have a pavilion of about 10,000 feet 
competing with the Russians who were reported to have 48,000 feet, 
and the Red Chinese who were reported to have 60,000 feet. I just 
got a list of the industrial exhibit which the Russians are expected to 
show, and it looks like an inventory for R. H. Macy’s. The com- 
petition that we are running into in Asia from the Communists is 
almost unbelievable. They have been at these fairs out there ever 
since the war, and they are spending sums of money on a single fair 
far more than we are spending on all of ours. They were reported to 
have put over $10 million into 1 industrial show at Peiping, China, 
and I would like to hand this over to you, because I think you might 
find it of interest, compared to the type of thing which you have seen 
that we are doing. 

That is a list of things to show you what we are up against in 
Asia. That is a list of items which the Russians are reported as 
planning to show at this one fair at Karachi. They, presumably, 
will do a great deal more at New Delhi, where about all of the Com- 
munist nations will be present. However, this is, 1 suppose, 10 times 
as much as we will be able to do at any of these fairs which have to 
depend upon very high quality to get by, and not take second and 
third place. 

ORIGIN OF TRADE FAIR PROGRAM 


Mr. Preston. Mr. Williams, there were no hearings held on this 
request last year, when the $5 million was put in the supplemental 
appropriation bill? 

Mr. Roy WiitiaMs. I do not know, sir. I only came with the 
program at the end of September, as the director. 

Mr. Preston. Mr. Nielson, there were no hearings held on the 
$5 million which was requested last year, and which was appro- 
priated last year; is that true? 

Mr. Nigtson. That is my understanding, Mr. Preston. 

_ Mr. Preston. There were no hearings held either in the House or 
in the Senate? 

Mr. Nrevson. That, I believe, is correct. 

Mr. Preston. This is the first time that this program has been 
looked at by either the House or the Senate; is that true? 

a Nretson. I think that is true, as far as any hearings are con- 
cemed., 

Mr. Preston. Mr. Williams, when did this idea originate to put 
this country or this Government into the international fair business? 

Mr. Roy Wiuurams. I believe it came directly from the President. 

Mr, Preston. Sir? 

: Mr. Roy Wiiuiams. I have been told that in the late summer the 
resident took up the challenge directly, that our story was being so 
badly done abroad —that is, the Russians were doing such a job on us— 
and the reports were so voluminous that once the fair program which 
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was presented, not as exhibits, but as trade team missions, had been 
refused, he came in on this emergency fund basis to do this major job 
at the great trade fairs, with an eye on where the Russians were 
participating. 

Of the funds available, $2,250,000 was assigned to Commerce to 
design, construct, build, implement, and staff trade fairs, and it was 
immediately the problem to see how far we could go within that budget, 
and some 15 fairs were accepted. 


PARTICIPATION IN TRADE FAIRS IN THE PAST 


Mr. Preston. Have you looked up the history of our participation 
in trade fairs in the past, since you have been in this position? 

Mr. Roy Witutams. Yes, sir. 

Mr. Preston. When was the last time we had participated in them 
with Government funds previous to fiscal year 1955? 

Mr. Roy Wiiurams. To my knowledge, never as central United 
States exhibits. The USIA has had numerous exhibits on atomic 
energy, which involved specialized work, and the trade teams have 
gone to fairs before. A year ago the Department of Commerce in 
cooperation with the London Embassy had a trade mission at the 
London fairs, but never as central United States Government exhibits. 

Mr. Preston. Did we participate to some degree—that is, the 
Government —during the Hoover administration? 

Mr. Roy WiuuraMs. That, I do not know. 

Mr. Preston. Does anyone here know? 

Mr. Roy Wiuuiams. I think not, though. 

Mr. Srreipert. I think there was some participation through the 
MSA or ECA program. 

Mr. Roy Wixurams. They were very vast. They had trains in 
Europe and canal barges in Holland under MSA. 

Mr. Preston. Do they have agricultural exhibits at these trade 
fairs? 

Mr. Roy Witutams. Very often trade fairs are agricultural in 
makeup, as in the city of Verona, which is a fair we went to in March; 
that is all agricultural. 


AGRICULTURAL EXHIBITS 


Mr. Preston. Have we had under this program during fiscal 1955 
any agricultural exhibits under our sponsorship? 

Mr. Roy WiuuraMs. We have had, sir, one at Verona. 

Mr. Preston. Is that the only one? 

Mr. Roy WiuuiaMs. Yes, sir. 

Mr. Preston. Have there been agricultural exhibits at other fairs 
other than Verona by other governments? 

Mr. Roy Wituiams. I do not know what the other groups have 
done. We worked with both the Department of Agriculture and 
USIS in Europe to create this Verona one. 

We borrowed from the Department of Agriculture the mechanical 
cow, and chicken, and we borrowed from the USIS the John the 
Farmer; that was standard, and is what they had used before. 

Mr. Preston. Do you exhibit farm machinery? 

Mr. Roy WiuuiaMs. Yes, sir. 
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Mr. Preston. But, what about the commodities which we have 
in this country, of which there is a tremendous surplus? 

Have we under your program spent any of this money for agricul- 
tural exhibits? 

Mr. Roy Wruuiams. No, sir. 

Mr. Preston. Well, why not, Mr. Williams? 

Mr. Roy Wiuuiams. We had an instance of that, at the start of 
the program. We tried to take dry milk to the Bangkok fair. We 
called in the machinery manufacturers who were producing it, and 
told them we wanted to make the powder back into milk for drinking 
purposes, or back into ice cream, and we found with a limited budget 
at Bangkok that the machinery manufacturer could not accommodate 
us at Bangkok for less than $35,000 to $40,000. ‘That was the charge 
which they would pass on to us, which was exorbitant, and we could 
not stomach that. 

FORESTRY EXHIBITS 


Mr. Preston. Have you had any type of forestry exhibit at any 
of these fairs? 

Mr. Roy Wiuurams. No, sir. 

Mr. Preston. Why not, Mr. Williams. 

Mr. Roy Wituiams. Once the theme is set for the fair, sir, like 
“Industry in the Service of Man,” we go out and hammer the Ameri- 
can industry and ask them to help us to create this for the industrial 
subject matter. 

Mr. Preston. I am quite sure of that. 

Mr. Roy Wiuurams. We found no forestry subjects in any of the 
themes of the fairs which we studied, and we saw no adaptation to 
that. 

Mr. Preston. Was the lumber industry of this country represented? 


NEED FOR ACROSS-THE-BOARD REPRESENTATION OF AMERICAN BUSINESS 


The lumber industry of this country is rather sick at this moment, 
and I do not see why, if you are going to help the American business- 
man, that you do not go across the board, instead of helping the big 
corporations of this country, as it is perfectly obvious to this com- 
mittee that you are doing. 

Why would it not be just as fair, if you are going to help the business 
people of this country, to have an exhibit of naval stores, which is 
another industry in this country that needs a shot in the arm? The 
use of naval stores is wide; there are many uses for them in the manu- 
facture of various commodities, and if any industry needs helping, it 
is the naval stores industry and the lumber industry. 

Big business is able to look after itself pretty well. There is no 
bankruptey among the big business of this country. 

Mr. Roy Wiuuiams. That is right. 

Mr. Preston. They are all in good shape, and yet we are spending 
all of our effort on helping them. Now, Congress may take a dim 
view of this when all the facts are made known, and unless you are 
going to go across the board with this thing, and use the taxpayers’ 
money to the extent it will help everyone and not a selected class of 
people in this country, then you are going to have trouble in the 

ongress, 
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I do not know what magic wand you waved last year to pick up 
this $5 million as easily as you did. I think it was because no one 
knew anything about it, and no hearings were held. But this thing js 
going to be looked at mighty close, and if you people expect to stay in 
business, I think you will have to spread this money around, and help 
everyone, rather than the chosen few. 

Mr. Roy Wiuuiams. Yes; and I want to accept that in the spirit 
given. At the same time, I want to say that there is no emphasis 
on big business, other than this recital today. I got the list on the 
Bangkok fair and have found some companies that participated 
which perhaps you have never heard of, as, for instance, the following: 

Brillo Co., Brooklyn, N. Y.; Troutdale Ranch, Grandios Mills, 
Mo.;C. A. Swanson & Sons, Omaha, Nebr.; the Palco Corp. of Charles- 
town, Mass.; and the Nehi Co. of Columbus, Ga. 

Mr. Preston. That is pronounced “‘Nehi.” That is a soda water 
manufacturing concern, and it is pronounced ‘‘Nehi.”’ 

Mr. Roy Wiis. I suppose it is a big industry to you; is it not? 

Mr. Preston. I will tell you if it is big enough to be on exhibit at 
a trade fair, I think it is getting along pretty good. 

Mr. Roy Witurams. Then, we have the Prophylactic Brush Co. 
of Florence, Mass. 

Mr. Rooney. Did I understand you to say you have never lhieari 
of the Nehi Co.? 

Mr. Roy Wivurams. That is my error, sir. 

Mr. Rooney. You have been all over the country in the last several 
years? 

Mr. Roy Wiiuiams. No; I have been in industry for years. | 
accept that one. 

We have quite a number of small companies which have been 
represented. In other words, there is no settling on big industry at 
any of these fairs. 

Take the electronics show at Hannover. When we got to Germany, 
they did not want to see a thing at the Hannover fair except the new 
things in electronics. So, we went to the Radio and Television 
Manufacturers Association here in Washington, and from them picked 
out 230 manufacturers of electronics equipment, and from them we 
got 35 products on loan to the Hannover fair. 


UNITED STATES FIRMS HAVING OWN EXHIBITS 


Mr. Preston. Mr. Williams, did I understand you this morning 
when you testified in response to a question asked by Mr. Rooney 
about how many companies in the United States had their own dis- 
plays at the Bangkok fair; was that the one he asked about? 

Mr. Roy Wixuiams. Yes, sir. 

Mr. Preston. In your response, you stated that it was something 
in the neighborhood of 700. 

Mr. Roy Wiiuiams. Oh, no; that was the number of products at 
the Milan Fair. There were 203 companies represented. 

Mr. Warner. American companies in Bangkok. 

Mr. Preston. That many had their own exhibits? 

Mr. Warner. They were represented as part of the United States 
exhibit. I have the figure here. There were about 40 Americal 
companies who were represented outside of the United States exhibit. 





Mr. Preston. About 40? 

Mr. Warner. That is right. 

Mr. Preston. At the European fairs, what would the average be 
of American companies who had their own exhibits outside the central 
United States Government exhibit? 

Mr. Roy WiuuraMs. I have that information for several fairs. I 
have that information on the Milan Fair, and I have it by years, to 
show the jump over the previous year. A year ago they had 573 
products. At this fair of last April, there were 730 American products 
represented, 

Mr. Preston. Yes. Let us not confuse it. I am talking about 
companies who had their own exhibits represented outside of the 
United States Government exhibit. 

Mr. Roy WiuuramMs. There were 735 products. I do not know, 
for instance, if Eastman, say, put in 30 of those, or if another company 
put in 10 products, but the number of products at the fairs is increasing. 

Mr. Preston. You did not undertake to establish, as these fairs 
were being held, how many American companies had their own separate 
displays? 

Mr. Roy Wiiuiams. We listed them, and stenciled them for dis- 
tribution at the fair, but I do not have that figure. 

Mr. Preston. I am not talking about what we put in our United 
States Government exhibit. 

Mr. Roy Wiiurams. You are right. 

Mr. Preston. Why would you not do a thing like that, Mr. Wil- 
liams, if you are going to evaluate it. 

Mr. Roy Wituiams. We stencil them, and circulate a list all around 
the fair, as to all of the products which are represented, other than in 
our own exhibit, but I do not have the stencil here to show you the 
number of companies represented. 

Mr. Preston. Was that done in connection with the companies 
represented outside of your exhibit? 

Mr. Roy Wiuurams. That is right, and the list was distributed. 
That information was distributed through our information desk, at our 
United States exhibit. 

Mr. Preston. You do not have the number of companies who had 
separate exhibits? 

Mr. Roy Wiuurams. I do not bave it here. 

Mr. Preston. It certainly seems to me that that figure is one which 
you would establish, because the question arises in our minds as to 
whether American business is not already properly represented at these 
trade fairs, and whether or not it is necessary for the Government to 
come in and coordinate all of these things and put on an exhibition of 
American products. I hope in the future when you have people at 
these fairs, that you will have them establish that information. | 
think it could be gotten from the central office of the local fair within 
a matter of 15 minutes. 

Mr. Warner. Well, we did get that information at Bangkok, and 
I might say it was very diffic ult to ac quire. What we had to do, ac- 
tually, was go all over that fairground, and it was approximately one- 
fourth the size of the big New York World Fair, and personally check 
United States goods and companies. It was the only way we could 
vet that information. Some of the agents were able to get it, but to 
get an accurate list, we made a personal check. 
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As long as you raise this point, I would like to say that while these 
American products—and I am only speaking of the Far East—do 
appear on these fairgrounds, the propaganda value to the United States 
is not great. They will show a United States manufactured typewriter 
with typewriters made in Italy and Brazil, and Switzerland, and it 
loses its identity completely as a United States product. When you 
come up against Russian exhibits, it should be done through some kind 
of centralized exhibit. It would be wonderful if industry would band 
together and do it that way, but they have shown no inclination to do 
it, so far. In fact, with a few exceptions, it has been pretty hard to 
get them to cooperate with the program in the Far East, 

When I was talking to a representative of one of the largest com- 
panies in the United States, and asking them to help out at Bangkok— 
I do not want to name the company—he remarked: ‘‘Mr. Warner, we 
do not do as much business in Siam as we do in Rutland, Vt., and we 
do not think Rutland, Vt., is a very important market.” 

We did not get a cent from them, but that is what we are up against. 


BANGKOK FAIR 


Mr. Rooney. There are a few things about this Bangkok Fair 
which I should like to inquire about. 

Mr. Warner. Yes, sir. 

Mr. Rooney. And, you are the man? 

Mr. Roy WiuuiaMs. He is the guy. 

Mr. Rooney. Do you have a copy of this statement? 

Mr. Warner. No, sir; that is the only copy I have. 

Mr. Rooney. This, however; is your copy, that I am going to 
inquire about. 

It would appear from this that the American President Lines sent 
three posters to the Bangkok Fair. Is that correct? 

Mr. Warner. If they are listed there, they must have, sir. I do 
not recall seeing those identical posters. 

Mr. Rooney. Please do not take my word for it; come over here, 
and sit alongside of me. I am reading your paper. 

Mr. Warner. All right. 

Mr. Rooney. They sent 3 posters—that is, the American President 
Lines sent 3 posters—to the Bangkok Fair? 

Mr. Warner. Correct. 

Mr. Rooney. And I take it that those posters advertised travel on 
the American President Lines? 

Mr. Warner. That would be correct. 

Mr. Rooney. I note that the Devoe and Reynolds Co., one of our 
large American paint companies, sent five 1-gallon cans of paint. 

Mr. Warner. That is correct. 

Mr. Rooney. Sapolin Paint Corp. sent four gallon cans, and a 
poster? 

Mr. WarRNeER. Yes, sir. 

The poster may not have been used. Everything there was either 
sent out, or was supplied by agents of American companies in the 
field. 

This was our first fair, I might say, where we endeavored, but we 
did not quite make it, to show at least one exhibit of every United 
States company represented in Thailand. 
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Mr. Rooney. But, they had their 4 gallon cans there; did they not? 

Mr. Warner. That is right; yes. 

\Mr. Rooney. Were they open, or closed? 

\ir. WARNER. They were closed. 

Mr. Rooney. The General Paint Corp. sent 5 gallon cans; did they 
not? 

Mr. Warner. That is right. 

Mr. Rooney. The Louista Sponge Co. sent a box of sponges? 

Mr. Warner. Yes. I think I am correct in stating that those were 
not exhibited. 

Mr. Roonry. Why, after they sent them all the way to Bangkok, 
Thailand, did you not exhibit them? 

Mr. Warner. A great many of these items, Mr. Rooney, were not 
shipped out from the United States, but were procured in Thailand, 
and which came to Thailand from shippers. 

Mr. Roonny. Well, are you going to put me in a position where | 
have to ask you where each one of the items came from? 

Mr. Warner. I would have to get a list of those things which were 
shipped out. 

Mr. Rooney. Did you not like those sponges? 

Mr. Warner. I cannot tell you exactly whether those sponges were 
exhibited or not, but practically everything on this list was shown. 
However, I do not recall seeing these sponges in an exhibit. 

Mr. Roonry. They might have been there, though? 

Mr. Warner. They might have been there; yes, sir. 

Mr. Rooney. To refresh your recollection, because I am reading 
from a list entitled “United States firms and products this year in 
United States pavilion,”’ under the medical and cosmetics booth, you 
have this box of sponges listed. 

Mr. Warner. They were unquestionably in a drug exhibit, but I 
do not recall seeing them. 

Mr. Rooney. You also had a hair net out there, through the cour- 
tesy of the Voneida-Triangle Corp.? 

Mr. Warner. Yes, sir; we had one full booth devoted to a drug and 
cosmetics exhibit. 

Mr. Rooney. The Squibb Co. sent a tooth brush; did it not? 

Mr. Warner. Correct. 

Mr. Roonry. You also had some Ajax Cleanser; is that correct? 

Mr. Warner. Yes, sir. 

Mr. Roonry. You had 12 boxes of Kleenex? 

Mr. Warner. Yes, sir; that is correct. 

Mr. Rooney. You also had four boxes of Kotex? 

Mr. WARNER. Yes, sir. 

Mr. Roonry. The Listerine Co. sent some tooth paste; is that 
correct? 

Mr. Warner. Yes, sir. 

Mr. Rooney. A firm known as Blenko Handicrafts sent two glass 
pitchers, and Revere Ware sent a group of miscellaneous pans; is 
that correct? 

Mr. Warner. Yes, sir; and as I recall those were kitchen utensils. 

Mr. Roonry. A firm known as Can-O-Mat sent a can opener; is 
that correct? 

Mr. Warner. That is correct. 

Mr. Roonry. The Edland Co. sent a lid opener; is that right? 





330 


Mr. Warner. That is right. 

Mr. Rooney. It would appear that in your fabrics booth out there 
in Thailand you had some bras from Maiden Form Corp., and some 
girdles and bras from Diana Co.; is that correct? 

Mr. Warner. Yes, sir. There must have been some market for 
those or they would not have shown up, because as I say, the only 
products exhibited were products that were actually being sold and 
marketed in Thailand. 

Mr. Rooney. You would not be in a position to know, would you, 
Mr. Warner, whether or not Thai women use girdles and bras; would 
vou? 

Mr. Warner. I do not know, but I assume that they use bras. 

Mr. Rooney. With respect to these items which I have mentioned, 
Mr. Warner, were Government funds used to get them out. there to 
Bangkok? 

Mr. WaRNER. Quite a number of them, yes. 

Mr. Roy Witutams. The dealer supplies us in Bangkok, too. 

Mr. Warner. A great many were supplied in Bangkok. 

Mr. Rooney. Did you have much of a job in persuading the Kotex 
people and the other firms we have mentioned to send a few boxes of 
their products, some toothbrushes and things like that, out to Thai- 
land? 

Mr. Warner. No, sir, not on the small exhibits. The United 
States prepaid the freight although the general fund will be reim- 
bursed because we arranged to sell many of those exhibits in Thailand, 
persuaded the firms then to reimburse our fund. 

Mr. Rooney. Not only were you in the business of exhibiting all 
of these things at these various points abroad but you were in the 
business of selling them? 

Mr. WarNeER. No, sir; I did not mean—— 

Mr. Rooney. Did I misunderstand you? I thought you said that 
vou arranged to sell many of these products. 

Mr. Warner. I should not have said it that way. We arranged— 
we asked the companies to cut our costs—if we could turn over equip- 
ment to their agents in the field to be sold in Thailand, so that the 
Government would not have to bear the cost of repackaging all those 
goods and returning them to the United States. 

Mr. Roonry. What happened to the toothbrushes; did you ever 
sell them? 

Mr. Warner. My guess is that the tooth brushes were not shipped 
out, but the Kleenex and those items were possibly procured from 
one of the dealers handling wholesale American wares in Thailand. 
I might be wrong about that. 

Mr. Rooney. But in your report of the fair, copy of which I hold 
in my hand, you mentioned the United States firms and products 
this year. From that it would appear you must have had some 
negotiations with these firms before they put their products in the 
fair. Is that a fair assumption? 

Mr. Warner. Yes, but as I say, they came out from the United 
States and more were obtained on the ground, from the businessmen 
in Thailand. Now, not all of these businessmen were Americans; 
some of them were Chinese and Thais and British who were represent- 
ing American companies along with the other concerns. 
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QUESTION OF PRIVATE BUSINESS CONDUCTING FAIRS 


Mr. Preston. Do you have any idea what the budget of the United 
states Chamber of Commerce is? 

Mr. Roy WiuuiaMs. I wish you would ask me about the NAM; I 
know that one. 

\Mr. Preston. That is the next question. 

Mr. Roy WiuuraMs. All right. The NAM is between $5 and $6 
million, I believe; it is right in that field. 

Mr. Preston. Would the United States Chamber of Commerce be 
in that same general amount? 

Mr. Roy WiuuiaMs. Owning buildings of their own and having so 
many branches, and so many other activities, than just manufacturing, 
NAM, I would not think, is as large as that, as the United States 
Chamber of Commerce. 

Mr. Preston. Larger than NAM? 

Mr. Roy Wriuuiams. I know they are building; I know that they 
have buildings; and I know the NAM somewhat from its operations. 

Mr. Preston. Why would it not be more logical for NAM and the 
United States Chamber of Commerce to undertake this type of work 
which the Department of Commerce is doing rather than for the 
Department of Commerce to do it? 


OBJECTIVE OF TRADE FAIRS 


Mr. Roy Wiuuiams. I am glad you asked that because if this were 
just the sale of products, as such, at these outlets, if this were just 
display without dealing with the question of American standards of 
living, it could well Siena back in the channels of commerce. The 
British have done that with their fairs; the British FBI, which is the 
Federation of British Industries, have done that with their fairs; they 
did that in a Turkish fair. But what we are trying to establish in 
the central exhibits is what no single commercial exhibit can do. They 
cannot do anything in this cold war that we are facing. The Russians 
have 122 fairs to their credit and have told their story and we are 
trying to catch up fast with a story of American standards, American 
way of life, life at home, life at school, on the farm, the factory, 2nd 
the rest of it, and in that rounded story, we may use a toothbrush 
here, to illustrate this thing we are takling about, or a machine tool 
at one place or another, but they are never for sale. 

Mr. Preston. Now, when you put that coffee pot on exhibit, does 

the name of the manufacturer appear at or near the item itself? 
_ Mr. Roy WiuuraMs. It is not taken off if it is on the exhibit. To 
illustrate, I have brought you a book of the fairs so you will be able 
to see. Sometimes the name is on the product, and if it is, we do not 
obliterate it. But we do not set those booths, or central exhibits up, 
as commercial sales pieces. 

Mr. Presron. Would any manufacturer be stupid enough to send 
and item like this without getting his name on it, where it could be 
read even by a man with bifocals? 

Mr. Roy Witurams. I do not think so. 

Mr. Preston. No; of course he would not. Well, what is the object 
of your business; is it to show them what we do, or to sell? 
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Mr. Roy Wixiams. To set up the standards of the American way 

of life so that the world can know, just as Time has indicated. Let 

r . . . . . 4 
me show you—Time has this article in the issue of June 7, 1955: 
The cold war has taken a new turn. The battle has moved to the fair grounds 
with merchants and manufacturers the combatants. The figures tell a gloomy 
story: For the 5 years prior to 1955, the Soviet bloc participated in 122 trade 
shows, the United States in none. 

But now we are catching up and fast. Millions of visitors are now being im- 
pressed by the vaunted American standard of living and are realizing the falsity 
of the Russians’ myth that Americans, unlike their own peaceful selves, are in- 
terested only in the implements of war. 


And this further statement: 


All reports have it that the Americans have made excellent showings in the 
fairs in which they have taken part already. Cinerama has been a sellout. 
Visitors have been impressed with electronic jugglers, giant fruit-packing ma- 
chines, the world’s largest rubber tires. 

Mr. Preston. Now, Mr. Williams, after some experimentation with 
the USIA—— 

Mr. Roy WiuuraMs. Yes. 

Mr. Preston. We decided that we were making a mistake in telling 
the world what kind of living standards we had, and that we were 
bragging too much about it, that we were pursuing the wrong attack, 
so we changed our idea about the USIA program and, after con- 
sidering it for some time, it was stopped. 

Now, you are doing, you say, in your estimation, what is exactly 
contrary to what USIA was doing. You are showing them what 
wonderful living standards we have and how grand we get along. 

Mr. Roy Wixuiams. No. 

Mr. Preston. And it seems to me that you are in direct conflict 
with the propaganda idea that we were trying to use in USIA. 

Mr. Roy Wi.uiams. This is a part of our fair program, and it is 
continually urged, we have been warned time and time again, never 
to leave a luxury item out front, that we were not to emphasize it in 
the exhibits where we are showing these ten- and twelve-thousan¢- 
dollar type homes. 

Mr. Presron. One of the problems we have now in the world is 
trying to overcome what Hollywood has already done to us. 

Mr. Roy WixuiamMs. One of the things that I met everywhere was 
they thought we were gadget-pushing people everywhere; that is the 
standing criticism of the United States, and we are trying to get out 
of that and otherwise show the real American standards, the way we 
live in this country, in the average American home. We do not show 
Cadillacs and the bigger cars in these fairs; we show the advance- 
ment in automobiles because the world wants to see advancement, 
and they are impressed with our exhibits. Let me tell you whal 
Cinerama left with the Thais. They were impressed only with the 
genius and technical advance involved, as shown by Cinerama, and 
they told that to Bob Warner in Bangkok; the Thais were impressed 
with the mechanical genius that made Cinerama possible, not the 
roller coaster that was in it, the Viennese Choir and a lot of other 
things in it. They were impressed by the fact that we have the 
technical know-how, 
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PRINTED MATERIAL FOR CINERAMA SHOW 


Mr. Preston. Do they have Cinerama anywhere else in the world 
that you know of? 

Mr. Roy Wixurams. Oh, yes; there is a commercial showing open- 
ing in Paris, or has opened. We have the opening in Milan, right in 
the Milan Fair, in the Manzota Theater. It was shown in London 
without very creat success. And they are now ready for Rome and 
other spots. They have 4 commercial showings in Europe and 8 
in this country, I believe. 

Mr. Rooney. Cinerama is a profitmaking venture, is it not? 

Mr. Roy Witurams. In our case—I wish Mr. Wasburn would 
talk to this because it is over in his country—but we met with the 
president of Cinerama, Mr. Fabian, Lowell Thomas, and the rest, and 
the complaint was that Cinerama was loaning its film and its pro- 
jectors and the rest of the whole Cinerama business to the United 
States Government without any profit to its stockholders. 

Mr. Rooney. You will excuse me if I get back to the question 
| asked: Cinerama is a profitmaking organization, is it not? 

Mr. Roy Waitin. It is. 

Mr. Rooney. Would it be too much to expect them to pay for the 
handbills and handout advertising, in connection © i‘h Cinerama? 

Mr. Roy Wiuuiams. They did pay for those handbills and circulars. 

Mr. Rooney. You mean these which you previously handed us 
as part of your printing at a cost of approximately $40,000; do you 
want to change your testimony? 

Mr. Roy WituraMs. I would like to correct myself, because I believe 
that was done by the Cinerama people and injected into our Milan 
booth. I know that I have never seen it before. 

Mr. Roonrty. Well, have you made any more mistakes? 

Mr. Roy Wiuuras. I think, several. 

Mr. Rooney. You want us to understand now that you did not use 
Government funds in printing this but that this was printed by the 
Cinerama people; is that correct? 

Mr. Roy Wruxiams. I must confess I never saw it before today, 
and | do not know why it is in the pack that was handed to me, and 
| will get into it in an hour’s time if you will permit that. 

Mr. Preston. Do any of you read Italian? 

Mr. Roonry. I can read enough of it to know that there is no 
mention of the Department of Commerce on this. 

Mr. Roy Wiiuiams. No. 

Mr. Preston. No, there is not. 

Mr. Rooney. There is also an ad for hosiery on it. 

Mr. Preston. 60-gage nylon—OMSA. _Is the name of the theater 
in Milan where Cinerama was opening called the Manzona? 

Mr. Roy Wiiu1ams. Manzona Theater, yes. 

Mr. Roonry. And it was open on the 9th day of Apr il? 

Mr. Roy WiiuraMs. Yes. 

Mr. Rooney. This says that Cinerama at the Manzona, beginning 
on the 9th of April is absolutely the first showing in continental 
Europe. 

Mr. Roy Wiuuiams. That is true. London had it in March—but 
that would not be the continental. 
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Mr. Preston. It gives the telephone number of the theater and the 
street address also. 

Mr. Rooney. Would it be fair to expect that even if the godfather 
of this program was never in existence, that Cinerama would haye 
been over in Milan and other such places? 

Mr. Roy Wituiams. Oh, yes. 

Mr. Rooney. Setting it up and charging admission to it? 

Mr. Roy Wiuurams. Which they did; there was a charge. Yes, sir. 

Mr. Roonry. You could not have prevented it? 

Mr. Roy Wituiams. I know; they have established their own. 

Mr. Rooney. But you certainly take great credit for it. 

Mr. Roy Wixuiams. But there was not in Bangkok—would not 
have been 

Mr. Roonry. It may have been all over the world, and in the 
natural course of things; you could not miss. 

Mr. Roy Wiuurams. When it comes to Tokyo—— 

Mr. Warner. They went into Tokyo on a commercial venture, 
but in Bangkok where the going rate was about a dime for a movie, 
I think they would have had quite a lot of difficulty. 

Mr. Rooney. Is there anything else you want to say, Mr. Williams? 

Mr. Wituiams. No. I am embarrassed about that because I did 
not know it was even in the pack that was sent to us. I should have 
had time to check it. 

Mr. Roonry. Do we now have all the printed material here on 
the table? 

Mr. Roy Wiuuiams. That I know about. 

Mr. Rooney. This is not so much printing for this sum—— 

Mr. Roy Wiiiams. $40,000, the entire budget for the year; 
$36,000 in this. 

Mr. Roonry. And $80,500 estimated in 1955; $90,000 in 1956. 

Mr. Roy Wixurams. Such as booklets, which includes posters and 
all of the things. The booklets alone were $40,000. I think the 
total of $36,000 had been committed against this. 

Mr. Roonry. Where is the publication to inform American business 
of the nature of the program, and to seek American business participa- 
tion? 

Mr. Roy Wixuiams. I think it is in Commerce, and I believe there 
is a story included in this book which Commerce has sent to us, a full 
mailing list, with this operating guide. Here is a book giving the 
operating guide for planning these fairs, with all kinds of literature 
on that. 

DETAIL OF PERSONAL SERVICES 


Mr. Roonry. I am reminded that I forgot to inquire or to request 
a statement be inserted in the record as to the personal services, 
grades and so forth. 

Mr. Nrexson. We will be very glad to supply that information. 

Mr. Rooney. There is nothing in the justifications on it. 

(The information requested follows: ) 
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DETAIL OF PERSONAL SERVICES Cost 


Listing of permanent positions by organization unit 


| 


| 7 
Number Increase 
° ‘ bai . | | (+) o7 
rg ‘ d positic itle Grade ae 
Organization unit and position titl rade decrease 
1955 1956 


Office of International Trade Fairs: 
Oflice of the Director: 
Director. 
Secretary - 


Total 


Office of the Executive Assistant to the Director: 
Executive Assistant to the Director 
Assistant to executive assistant.-- 
Secretary - 





Total 


Office of the Publie Relations Officer: 
Publie relations officer 
Secretary - see 


Total 


Office of the Executive Officer: 
Executive officer -- 
Administrative officer 
Administrative aide- 
Secretary - 


Total... 


Office of the Assistant Director for Europe and | 
Latin America: | 
Assistant Director for Europe and Latin | GS-15 
America. 
Assistant to Assistant Director GS-11 
Secretary : vo j GS-6 


Total 


European Operations Division: 
Fair manager - - - ; GS-15 
Chief, design and production !_ -- GS-15... 
Division chief ; dba GS-14__. 
Assistant fair manager - - -- 4 GS-13_.-. 
Design coordinator !_ . GS-13 


? 


Secretary !2_.......- GS-5 


Total 


Latin American Operations Division: 
Division chief , 


Total 


Ottice of the Assistant Director for Far East and 
Near East: 
Assistant Director for Far East and Near East_- 
Assistant to Assistant Director 
secretary 


Total 
Far East Operations Division: 


Assistant fair manager 
Secretary... - . 


Total 


Near East Operations Division: 
Assistant fair manager 
secretary... ; 





Total. 


Positions on Paris design and production staff. 
,_ erve as secretaries to assistant fair managers and to fair managers while the latter are working at Wash- 
ington he sdquarters. 


68859—55———_22 
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DETAIL OF PERSONAL Services Cost—Continued 


saith of peer prenens by organization unit—Continued 


. 
Number | Increase 


| 
Organization unit and position title Grade ae —| (+o 
| decrease 
1955 | 1956 (—) 





as nai ites — ~ —- — 


Office of International Trade Fairs—Continued 
Industrial Contacts Division: 
Division chief 
Assistant division chief__- 
Secretary - - -- -- 


Total 





Total, Office of International Trade Fairs - --- 


Bureau of Foreign Commerce: 
Marketing specialist 
International economist 
Publications specialist 
Business analyst 

Do. 
Secretary 
Clerk-stenographer __- 
Clerk-typist ___- 


Total. . .. 


Total, Department of Commerce. a 
SRRIIE cn aeaccanes : : | $168, 743 | | $340, 200 +$171, 457 


Positions other than permanent and other costs 


| Increase 
1956 (+-) or de- 
| crease (— 


1955 





+$29, 000 
23, 000 | +16, 310) 


| 

| 

Temporary employment: Foreign countries: Local rates onl 6, 690 
2, 595 | —10, 140 

| 

| 


Intermittent employment-_-- : ; | 12, 735 
Reimbursable details : J 22, 500 
Regular pay in excess of 52-week base ‘ ik 1, 380 
Overtime and holiday pay 1,500 
Living and quarters allowance (pay able to 3 American em- 

ployees on the Paris staff listed under permanent positions) -_| 1, 700 


ae — 22, 500 
1, 605 
3, 000 | 


7, 950 


| 
| 
| 
Temporary employment. 3 $24, 000 $53, 000 
| 
} 


Total payments for personal services and related cost - - - 239, 248 431, 350 +192, 102 


PRINTED MATERIAL FOR CINERAMA SHOW 


Mr. Preston. I wish to refer to this pamphlet again which was dis- 
tributed by your people apparently over at the fair in Milan, where 
you mention there an item for advertisement of 60-gage nylon hose 
and it also has an advertisement on another page about a patent medi- 
cine called Valontan. It says this is not habit forming, and it 1s 
a preventive for seasickness, airsickness, trainsickness and auto- 
sickness. So maybe unwittingly, you have helped some of our 
Italian firms out over there. 

Mr. Roy Wi.uiaMs. They were unwitting, too. 

Mr. Rooney. Do you have any American hosiery manufacturers 
sending American hosiery to the fairs? 

Mr. Roy WI.uiaAMs. Yes. 

Mr. Roonry. Where are they? Were any at the Milan Fair? 

Mr. Roy WiuutaMs. Yes, sir, I will find some of them 

Mr. Roonry. But are you assured that there are hosiery manu- 
facturers involved in this thing? 





337 


Mr. Roy WruuiaMs. No, sir. 

Mr. Rooney. It would appear then, that when you hand out these 
things to help Cinerama, with which you are so closely connected, 
that you have been promoting foreign hosiery business as opposed to 
American hosiery business; is that a fair statement? 

Mr. Roy Wiiutams. Only that I do not give out the bulletins, 
those pamphlets were distributed at the miniature Cinerama exhibit 
within the fair, which is staffed by their people and they take ad- 
vantage of that position in our exhibit. 

Mr. Rooney. This is amazing! This was handed to us as one of 
vour great achievements, this hand bill in regard to Cinerama, and it 
now turns out that you did not print this, that the Cinerama people 
did. 

Mr. Roy Wiuurams. Mr. Rooney —— 

Mr. Rooney. And it now also turns out that either you or the 
Cinerama people, or both, are responsible for a campaign of advertis- 
ing of foreign hosiery as opposed to American hosiery. Is that a 
faur statement? 

Mr. Roy WiuuiaMs. Yes, sir. 

Mr. Roonry. Ah, I am about to quit now. 

Mr. Roy Wiuurams. All right. I recognize that was a very serious 
thing; I did not know it was going on in Milan. I leave it there. 
It is bad, 

Mr. Roonry. Is that all, Mr. Williams? 

Mr. Roy Wixtutams. Yes. We will leave these four books. 

Mr. Roonry. Just leave us about two of them. 

Mr. Roy Wiuuiams. I have a book here, Mr. Chairman, of photo- 
graphs which I wish you would take a look at; they show the activities 
that are going on, indicating the American standards, illustrating 
living, actual living conditions. 

Mr. Rooney. These are American professional actors? 

Mr. Roy WicuramMs. Americans in foreign countries, professional 
actors. 

Mr. Preston. Americans in Bangkok, for instance. 

Mr. Roy Wruurams. That [indicating] was exhibited in Bonn, 
Germany, and the doors had to be closed. It drew such crowds that 
we had to close the doors. 

Mr. Roonsy. I guess that is all. Thank you very much. 

Mr. Roy Wiuurams. Thank you. 
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ALLOCATION TO DEPARTMENT OF STATE OF EMERGENCY FuNpD ror 
INTERNATIONAL AFFAIRS, EXECUTIVE 


WITNESSES 


ROBINSON McILVAINE, DEPUTY ASSISTANT SECRETARY FoR 
PUBLIC AFFAIRS, DEPARTMENT OF STATE 

MARY S. FRENCH, CULTURAL PRESENTATIONS PROGRAM. 
DEPARTMENT OF STATE 

CHARLES F. HAWKINS, BUDGET AND FISCAL PROGRAM, DEPART. 
MENT OF STATE 

THEODORE CC. STREIBERT, DIRECTOR, UNITED STATES 
INFORMATION AGENCY 

ABBOTT WASHBURN, DEPUTY DIRECTOR, UNITED STATES 
INFORMATION AGENCY 

BEN POSNER, BUDGET OFFICER, UNITED STATES INFORMATION 
AGENCY 

JULIUS F. SEEBACH, CULTURAL PRESENTATIONS PROGRAM, 
UNITED STATES INFORMATION AGENCY 

HARRISON T. McCLUNG, TRADE FAIRS ADVISER, UNITED STATES 
INFORMATION AGENCY 

JACOB CANTER, CULTURAL AFFAIRS ADVISER, UNITED STATES 
INFORMATION AGENCY 


Mr. Roonry. The committee will please come to order. 

This morning we shall again direct our attention to the request in 
the amount of $6 million entitled “Emergency Fund for International 
Affairs,” concerning which we have already had some testimony last 
week. 

What is your purpose today with regard to the order of witnesses, 
gentlemen? 

Mr. Srrersert. If we may proceed with the Department of State, 
Mr. Chairman, Mr. Mellvaine. 

Mr. Rooney. All right, Mr. MelIlvaine, you may proceed. 


GENERAL STATEMENT 


Mr. MclItvaine. Mr. Chairman and members of the committee, 
when the President made his request last year for funds for this 
activity, he expressed his strong belief that private musical, dramatic, 
and other cultural groups should be encouraged and assisted to tour 
abroad in order that peoples of other countries might become ac- 
quainted with the cultural achievements of the United States. Since 
the initiation of the program last fall, 30 projects, involving top 
American talent, have been approved for assistance. Such assist- 
ance, in the form of the underwriting of anticipated deficits, has en- 
abled these groups to appear in all areas of the world. Priority is 
being given to the Near, Middle, and Far East where economic con- 
ditions have, in the past, often prevented American performing artists 
from making tours. 

The program is administered by the Department with guidance from 
the Operations Coordinating Board’s Working Group for Cultural 
Activities. In order to insure that the expressed wishes of the 
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President are carried out, the following basic principles have been 
established: 

_ Assistance will be given only to those performing artists who are 
of the highest caliber; 2. Only artists who are willing and able to 
finance the maximum portion of their tours from guaranties offered 
by foreign impresarios and other private sources will be aided; and 

_ The selection of the individuals and groups to be assisted will be 
made in consultation with recognized private authorities: in the 
various artistic fields. 

The Department has contracted with the American National 
Theater and Academy (ANTA), a nonprofit organization chartered 
by Congress, to act as its agent and to work direc tly with artists and 
cultural organizations in the United States and with commercial 
agents abroad. ANTA has appointed panels of private authorities 
in music, dance, and drama to pass on the professional and artistic 
qualifications of individuals and groups who are being considered for 
participation in the program. 

Artists and cultural groups arrange their tours through the normal 
commercial channels for performances before regular paying audiences 
The amount of the guaranties offered artists ‘by foreign impresarios 
is a good indication of a country’s interest in having them perform 
there. The program funds help to offset expenses such as high inter- 
national transportation costs or losses due to unfavorable rates of 
exchange and extended tours into unprofitable, but highly important 
areas. The program not only makes possible increased appearances 
of American artists abroad but also serves to stimulate private enter- 
prise in the musical, theatrical, and other fields. 

In order to assure an effective worldwide representation, the Depart- 
ment has had to plan its first projects with care and discretion. 
Performers of the desired caliber have many commitments arranged 
farin advance. Considerable time has to be allowed for negotiations, 
arrangements for productions, foreign bookings, and the complexities 
of travel. While it would have been easy to have many attractions 
arrange European bookings, arrangements in other countries raised a 
number of unexplored problems. Few American cultural groups have 
appeared in the Near and Far East. Facilities such as theaters, 
qualiiied booking agents and living accommodations had to be care- 
fully investigated. In order to meet the needs of these priority areas, 
the Department requested AN TA to send two experts to tour the Near 
and Far East to survey facilities and possibilities for local sponsorship. 
These experts conferred with American officials overseas and with 
leading foreign officials about the needs and interests of the various 
countries. On the basis of the information they gathered, ANTA 
has been able to plan effective programs in the Near and Far East. 


PORGY AND BESS COMPANY 


Results to date provide ample evidence that the program is an 
eflective means of boosting American prestige abroad. One of the 
best examples of this, is the Porgy and Bess tour of Yugoslavian and 
Me uit ‘ranean cities. The performance of this company was termed 
« cultural triumph for the United States by the foreign press and in 
teports from our Embassies. The company met with tremendous 
success everywhere it went. On the opening night in Zagreb, the 
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company had 14 curtain calls and on the closing night, a half-hour 
ovation. On their last day in Cairo, the cast was summoned to 
receive President Nasser’s personal expression of appreciation for their 
Egyptian appearances. In Tel Aviv, the demand for seats was so 
insistent that on the last day’s performance, a crowd of about 200 
desperate persons crashed through a window of the theater and took 
up stations in vacant spots in the aisles and in the wings. A Barce- 
lona newspaper stated that Porgy and Bess was the best musical 
event to appear there in the past 20 years. In Italy, even a Com- 
munist paper called the Gershwin show “one of the masterpieces of 
the lyric stage.”’ 

A pointed indication of how this attraction served to counteract 
Soviet propaganda for Yugoslavs is evident in the remarks of a leading 
newspaper critic who wrote: 

They have not only shown us a new kind of art, but a new world * * * a world 
which was unknown to us and more or less distorted through literature, | may 
even say falsified * * * I think we should be thankful that they have come and 


have made it possible for us to feel friendship and closeness with a world so far 
away from us. 


SYMPHONY OF THE AIR 


A similar reception is evidently being accorded the Symphony of 
the Air, formerly the NBC Orchestra, which is now touring the Orient. 
This is the first time a symphony orchestra of the Western World has 
toured this area. Embassy officials in Japan report that it is diffi- 
cult to summarize rationally the overall impact of the orchestra’s 
visit. The response is beyond anything ever accorded foreign visitors 
to Japan, although that country has long been known for ite h 


10spitable 
reception to visiting artists. 

Here again the press was unstinted in its praise. The Mainichi 
newspaper reviewer, a distinguished Japanese composer-conductor, 
wrote: 

May 3, 1955 will be a day never to be forgotten in Japanese musical history 
* * * Tt seems to us music lovers as if we have been waiting these many vears 
just for this night to hear the symphony unsurpassed in richness of power, in 
force, in freedom of style * * * The Symphony of the Air has given us new hope 
and has opened to us new horizons of music. 

Following the second Tokyo performance, lines of students esti- 
mated at 5,000 to 8,000, camped on the sidewalks outside the box 
office, playing cards, drinking tea and singing songs throughout the 
night. An extra student performance was arranged by the orchestra 
because of a petition signed by 3,000 students who were unable to get 
tickets. 

Reactions throughout Japan have been similar. The largest news- 
paper in central Japan, referred to the orchestra as ‘the world’s best 
symphony orchestra.”” The newspapers commented on the im- 
portance of music in the development of international understanding 
as follows: 


Members of the audience forgot for the moment their social status. * * * 
They forgot their nationalities and racial differences * * *. Music is really al 
excellent bridge to transport the friendly feelings of nations. 

There have been many other indications that this program is, indeed, 
building solid bridges between the culture of the United States and 
the cultures of other countries throughout the world. 
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REACTION FROM PERFORMING ARTISTS 


Mr. McItvatne. May I say that the reactions throughout this 
symphony tour to Manila and continuing right now have been 
comparable, and I have here excerpts from various posts around the 
world on all these productions which I can put in the record if you 
wish. 

Mr. Rooney. Very well. Let me see it. 

(The document referred to is as follows:) 


Excerpts FroM ITEMS IN DEPARTMENT OF STATE FILES ON EFFECTIVENESS 
or APPEARANCES OVERSEAS BY PERFORMING ARTISTS ASSISTED UNDER THE 
PRESIDENT’S EMERGENCY FUND FOR INTERNATIONAL AFFAIRS 


SYMPHONY OF THE AIR 


Quotation from an editorial in Japanese newspaper Mainichi, May 25, 1955: 

“In large ways and small, the orchestra made known the culture that America 
has and the friendliness of the individual American. It helped to correct some 
of the distorted impressions prevailing in some sections regarding America and 
Americans.”’ 


From a telegram to the Department of State from the American Embassy, 
Tokyo: 

‘Japanese press and critics have referred to Symphony of the Air visit as 
offering the ‘Musie of the Century’ and that it will never be forgotten by the 
masses. This may be exaggeration but what is not is that this visit has pro- 
vided three of the best and friendliest weeks in history of Japanese-American 
cultural relations.” 


From newspaper Chubu Nippon, Nagoya, Japan: 

“Members of the audience forgot for the moment their social status. They 
forgot their nationalities and racial differences. Their hearts all merged and 
converged on the universal beauty of music. Music is the solace for human 
beings in this world. * * * Music is really an excellent bridge to transport the 
friendly feelings of nations.”’ 


From New York Times, May 23, 1955: 

“Through a series of concerts here and in other major cities, the orchestra 
undoubtedly has done much to raise Japan’s opinion of the United States and 
to create good feeling. 

‘Performances of the orchestra have won highest critical praise in the Japanese 
press. There was also a surprising display of enthusiasm from intellectuals and 
students, the groups who were inclined to be most critical of America, and its 
‘materialistic culture’. 

“IT do not believe there have been any musicians from abroad who ever so 
successfully grasped the heartstrings of the Japanese people as did the Symphony 
of the Air’, one critic wrote.” 


From Manila, Philippine Islands, columnist, who has a record of constant 
attacks on American policy: 

“This week, too, Filipinos will have the rare good fortune of hearing, directly 
and not through the imperfect medium of the disk and the screen, one of the best 
orchestras formed and trained in the United States, the NBC Symphony. The 
members come from all nationalities, but American environment, American 
patronage, and the American drive toward perfection have melted them into as 
good and solid American citizens as the signers of the Declaration of Independence. 

“It has been said that the performances of the NBC Symphony * * * are 


part of American propaganda abroad. If this is so, then we can afford to have 
more of it.’’ 





PORGY AND BESS 


From Vegernje Novosti, Belgrade, Yugoslavia, newspaper, December 18, 1954. 

“They have shown us an unknown world * * *. They have brought and show), 
us an art completely new to us, and we should think about it and come to cop. 
clusions * * *. They have not only shown us a new kind of art, but a new world 
* * * a world which was unknown to us and more or less distorted through 
literature, I may even say falsified * * *. 

“T think we should be thankful that they have come and have made it possible 
for us to feel friendship and closeness with a world so far away from us.”’ 


From the New York Times, December 22, 1954: 

“All of Yugoslavia is singing today. The workers and the peasants are singing. 
The Communist officials, the man in the street, the students, all are singing the 
songs of George Gershwin and the praises of the cast of the folk opera, Porgy 
and Bess, which left this truly heartbroken country this morning. 

‘All of the warm emotion of the Slav character welled up in joyous affection for 
the 70 Negroes who came here a week ago and did more than put on shows in 
Zagreb and Belgrade. They made America and her people better known and 
appreciated. And the United States Government, itself, shared in Yugoslay 
thanks for making it possible, reaping more expressions of gratitude than ever 
were extended for military and economic aid sent here.” 

“Devoid of crude propaganda efforts, the presentation of life on Catfish Row 
startled Yugoslavs with its honesty. They responded as one governmental 
official put it, ‘with the observation that only a psychologically mature people 
could have placed this on the stage.’ 

“With charm and grace, members of the cast created new perspectives here 
for a Communist-led people sensitive to reports of American race prejudice and 
exploitation. These were conveyed through an extraordinary number of offstage 
personal contacts. Artists showed themselves everywhere, on streets, in places 
of entertainment, hotels, and in private homes, where many questions were 
bluntly asked and honestly answered.” 


Dispatch dated April 28, 1955, from USIS Belgrade: 

“In Belgrade they were invited to the private homes for slavas. (The slava 
is an orthodox feast day. Each Servian orthodox family holds open house. In 
spite of the fact that the regime does not recognize the slava, it is celebrated very 
seriously to this day.) 

‘Some members of the cast were invited to a slava at the home of a Yugoslav 
ballerina. The Americans arrived just as the dancer was leaving for a matinee 
performance at the National Theater. Nevertheless, the Porgy and Bess people 
decided to stay, even though no one in the house spoke anything but Serbocroa- 
tian. As the family served Slivovica, sandwiches, cake, and wine, the Americans 
(to express their thanks) sang asong. Immediately the Yugoslavs responded by 
singing a Serbian folksong. The Americans replied with another song; the 
Yugoslavs reciprocated. For almost 2 hours this continued. The story of this 
afternoon spread over the city. All the Yugoslavs thought it a- gracious and 
charming gesture.”’ 


Dispatch dated April 28, 1955, from USIS Belgrade: 

“The high quality of the Porgy and Bess production has had a lasting effect 1" 
Yugoslavia. Today, 3 months after the group’s appearance in the country, 
people still refer to the event with respect. Radio stations have not only empha- 
sized George Gershwin’s music, but other American music as well, especially the 
Negro spirituals which seem to have a particularly strong appeal for the Yug0- 
slavs. The Yugoslavs lay great emphasis on their own folksongs and dances 
The Negro spirituals have the same simple folk quality. 

“Tmmediately after Porgy and Bess, Mr. Bogdan Babic, the director of the 
academic chorus at the University of Belgrade, asked USIS Belgrade for spirituals 
to be included in the chorus’ next program. The concert was heli March 6, 199° 
and the Negro spirituals were the sensation of the evening. 
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“This same concert was repeated because of popular demand and at the second 
performance the spirituals again received special applause. Mr. Babic is now 
yranging Other American choral musie for inclusion in his next concert.”’ 


From message to the Department of State from the American Embassy, 
Tel Aviv: 

“Porgy and Bess great success * * *. Opening night said most brilliant in 
90 years local theater history. Demand for theater seats insatiable * * *.” 


From article in Egyptian Gazette, Cairo, January 7, 1955: 

The opening of Porgy and Bess * * * “isa stirring event, because it is the first 
time we have become keenly aware of America’s contribution to the living 
theater.”’ 


From despatch to the Department of State from USIS Barcelona, Spain: 

“It is the consensus of the consulate general and USIS that the appearance 
here of this first-class theatrical production represents an outstanding cultural 
triumph for the United States * * *. 

“The critics were almost without exception lavish in their praise, one going so 
far as to declare that it was the best musical event to appear in Barcelona in the 
ast 20 ves 9 
past 20 years. 


JOSE LIMON 


From message to the Department of State from the American Embassy, Rio de 
Janeiro: 

“Limon company top artistic and personal success. Even writer unfriendly 
United States praised highly. All other critics favorable to highly favorable, 
audiences enthusiastic * * *.”’ 


From New York Times, December 24, 1954: 

“The reports are now in on the recent experiment of the State Department in 
sponsoring José Limon and his company on a brief South American tour, as the 
first undertaking of its new international exchange program, administered by 
ANTA, and we can all heave a great sigh of relief. It was a roaring success, both 
artistically and diplomatically.”’ 


ISAAC STERN 


From dispatch to Department of State from USIS Reykjavik, Iceland: 

“Isaac Stern’s visit to Iceland. was a tremendous success in every way. .No 
visiting United States artist to date has made a greater impression upon the Ice- 
landie people than did Mr. Stern. The impact of this artist’s visit was greater 
than this post had expected, and the total result has aided the USIS program in 
Iceland immeasurably.”’ 


JUBILEE SINGERS 


From the Times of India, April 29, 1955: 

“An utterly captivating and unforgettable experience was the recital of the 
famous Jubilee Singers of New York at the Excelsior Theater on T hursday evening. 
Vhat singing. What control. What expression. What an ensemble. Superb, 
“ie wonderful. For an hour and a half they held their enraptured audience 
pellbound.’’ 


From the Evening News of India, Bombay, India: 

“Superlative vocal treat was enjoyed to the hilt by a most appreciative audience 
yesterday evening when the Jubilee Singers presented their only. Bombay re- 
ital, * * * Such superb and effortless coordination of thought, feeling, and 
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rhythm was never before experienced here. Each song was given a masterly and 
individual treatment.” 


From the Sunday Standard, Bombay, India, May 1, 1955: 

‘“‘Last Thursday’s memorable concert of Negro spirituals by the Jubilee Singers 
was definitely a colossal landmark in the development of musical appreciatioy 
in India. 

‘‘“* * * Mrs. Myers, a slender and deeply religious woman, told me * * +* 
‘Without the help of our devoted white friends we never would have had the chance 
to present our spirituals to the world.’ Have you sometimes felt that the white 
American has been unjust to his Negro comrade? Mrs. Myers admits racial] 
discrimination in some parts of America, ‘but my people have been misrepresented 
throughout the world,’ she says, ‘because we have been made to look like ill-treated 
ne ae people. Actually we are happier in America than anywhere else in 
the world’. 


PHILIPPA SCHUYLER AND EVERETT LEE 


From a despatch to the Department of State from the American Embassy, 
Buenos Aires, May 16, 1955: 

“On Sunday, May 15, the Teatre Colon of Buenos Aires, one of the world’s 
leading opera houses, was filled to the rafters with an enthusiastic audience that 
cheered the young American musicians * * * in an all-Gershwin program * * *, 
The performance was a popular triumph for American music.” 


THE PHILADELPHIA ORCHESTRA 


From Time Magazine, June 6, 1955: 

“In three evenings a group of American ambassadors scored a triumph for the 
United States that diplomats or dollars have rarely matched. The language was 
international, and the Americans spoke it eloquently. The successful envoys: 
the 102 members of the touring Philadelphia Orchestra and Conductor Eugene 
Ormandy. When * * * (they) * * * finished their series of Paris concerts 
last week, they had a fistful of rave reviews.” 


From UP despatch, Bordeaux, France, May 23, 1955: 
‘‘Music lovers cheered themselves hoarse last night at the second of two concerts 
given here by the Philadelphia Orchestra * * *.”’ 


From the New York Times, June 5, 1955: 

“The Philadelphia Orchestra, conducted by Eugene Ormandy, received 8 
thunderous ovation last night from the usually reserved audience at Milan's 
famous La Scala Opera House * * *. The audience jumped to its feet to applaud 
Mr. Ormandy and the orchestra. Usually there are no encores at La Scala, but 
the conductor was called back to repeat two pieces last night.” 


NEW YORK CITY BALLET (PART OF “SALUTE TO FRANCE’’) 


From the New York Times, June 9, 1955: 

“Across the stage of the Champs Elysées theater the New York City Ballet, 
carried on the music of Tchaikovsky, Mendelssohn, and Debussy, dispelled for 
most of the 2,000 spectators the often heard criticism that America has 10 
cultural soul. Certainly that was the feeling one gathered when, time after time, 
even after the theater lights had been turned on, the audience brought the dancers 
forward for one more bow.” 


Mr. MclItvatne. Progress made during this first year of operation 
has generated unprecedented interest abroad in the appearances of 
American performing artists. It has also stimulated artists in this 
country to plan overseas tours. A continuation of this activity will 
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enable us to take advantage of this mounting interest and to build 
on the experience we have gained. If we do not move ahead to 
satisfy the very real interest in our cultural achievements which 
these first projects have developed, we may very easily create a 
vacuum which our opponents will be all too ready to fill. We are 
therefore requesting $2,250,000, the same amount as was allocated 
in 1955, to continue this program in 1956. Using these funds as 
“seed money” we can make sure that audiences in all parts of the 
world have a chance to share and appreciate the performances of 
our most talented artists. 

If vou have some questions, we shall be glad to try to answer them. 

Mr. Roonry. Yes, we have a few questions. There does not seem 
to be very much contained in these justifications about the details 
of this program. Do you have any? 

Mr. McIuvarne. What details are you interested in, sir? 

Mr. Roonry. Money details. We are not interested in generalities 
as to whether or not a certain orchestra is good. We are not in the 
orchestra business, but we do want to know how you arrive at the 
figures which appear in the justifications, since from reading them it 
would seem there is very little detail except along about pages 39 and 
40, and these justifications begin at page 29 and end at page 40. 

Mr. McItvaine. Suppose we take one item and go down with the 
details? 

Mr. Roonry. Very well. 


PHILADELPHIA SYMPHONY ORCHESTRA 


Mr. McItvaine. The Philadelphia Symphony Orchestra is an 
example. The Philadelphia Orchestra tour, which is completed, 
involved 128 people. 

Mr. Roonry. What are you reading from? 

Mr. MclIivarne. This is the detailed business of the imdividual 
projects. 

Mr. Roonry. Do you have a copy of it? 

Mr. McIlvaine. Yes. 

This project involved 128 people for 1 month. Assistance is being 
provided the orchestra for a tour immediately before and after the 
Salute to France. 

Mr. Roonry. I thought you were going to talk about the Phila- 
delphia Symphony Orchestra? 

Mr. McItvaing. Yes. The Salute to France was put on in Paris 
by private money, and it included the Philadelphia Orchestra and 5 
or 6 other attractions, and we picked them up before and afterward 
to extend their usefulness. The transportation, which is the main 
item in a thing like this, was $51,000. 

Mr. Roongry. You have referred to Salute to France which is 
one item on page 33 of the justifications in the amount of $100,000, 
and you are also talking about the Philadelphia Symphony Orchestra, 
which is another item in the amount of $71,000. What is the connec- 
tion between the two? 

Mr. McIuvaine. The Philadelphia Orchestra was a part of the 
Salute to France, one of five attractions in the Salute to France. 
| thought I would take this one item and try to elaborate on it. 
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Mr. Roonry. Are there any others connected like that, where yoy 
have them at two points on page 33? . 

Mr. MclItvaine. Yes, Oklahoma would be one. 

Mr. Rooney. That would be a part of Salute to France? 

Mr. MclIuvaine. Yes. 

Mr. Rooney. You have Oklahoma down here for $488,500, and 

also is contained in part of the $100,000; is that right? 

Mr. MclIuvaine. That is right. 

Mr. Roonry. Which are we going to work on, Salute to France 
or the Philadelphia Symphony Orchestra? 

Mr. MclIuvarne. I started on the Philadelphia Symphony Orchestra, 

Mr. Rooney. All right. 

Mr. McIlvaine. The transportation on the continent for 128 
persons was estimated at $51,000. The salaries of the 128 people 
were $126,000. That makes a total of $177,000. 

It was estimated that they would take in in fees $55,800. The 
estimated deficit—in other words, the difference between operating 
costs and income—was $121,200. The orchestra privately, in and 
around Philadelphia, raised $50,200, so that the balance requested 
was $71,000. 


OBLIGATIONS AND EXPENDITURES IN CURRENT FISCAL YEAR 


Mr. Rooney. Let us refer to the current fiscal year. How much of 
the amount of $2,145,000 has been expended to date? 

Mr. MclItvarne. I will ask Mr. Hawkins, who has those figures, to 
answer that question. 

Mr. Hawkins. Of those funds we have obligated $1,702,975. Of 
that amount we have expended $1,287,554. 

Mr. McIlvaine. That is as of June 10, is it not? 

Mr. Hawkins. That is as of June 10. 

Mr. Roonry. Do you have a table showing the details of the 
$1,702,975? 

Mr. Hawkins. Yes, sir. Wecan furnish that for the record. That 
is as of June 10. The figures on pages 33 and 34 are as of May 19, 
which was the last meeting of the Inter-Agency Committee as of that 
time, but there have been two subsequent meetings and this brings 
it up to date. All of the $2,145,000 has been approved by the com- 
mittee. 

(The following information was supplied later:) 
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EMERGENCY FuNp FOR INTERNATIONAL AFFAIRS, EXECUTIVE CULTURAL 
PRESENTATIONS 


Brvakdown of funds by approved projects and obligations as of June 10, 1955 


i 
Amounts | | 
| | approved | Unobli- 
Project | Touring area| by inter- | Obligated | gated 
agency | - balance 
committee | 


aa oun —— SS | 





| 
| Salute to France (Philadelphia Orchestra, | EUR os $100,000 | $100, 000 
New York City Ballet, Medea, Okla- 
homa, and the Skin of Our Teeth). 
Jose Limon Dance Troupe..-_..--- : ARA__. . 35, 400 | 35, 000 
| Tours of individual artists All areas. --.| 20, 000 20, 000 
| National Music League (young promising | _._..do ‘ 10, 000 10, 000 
artists). } | 
Isaac Stern (violinist) _ - a ek iecasd 2, 305 2, 305 
( | Soecer team (United States amateur stars) EUR. . 5, 000 | 
i | New York Philharmonic Orchestra __- ee. <u Sl 50, 000 50, 000 
19-12 | Porgy and Bess__--- ; cU iE 285, 000 285, 000 
21 | Philadelphia Symphony Orchestra J OS a 71, 000 | 71, 000 
Jubilee Singers (Negro choral group) a ‘E, NEA. 21, 000 21,000 | 
| Ballet Theater | 70, 000 70, 000 
American track, field, and swimming teams 14, 395 | 14, 395 
(AAU stars). 
American participation in All-Asian Ten- | N aaa 16, 800 16, 800 | 
nis Tournament. | 
ae Choir of Los Angeles (inter- | aed 50, 000 50, 000 | 
racial). 
Symphony of the Air (former NBC Orches- 225, 000 


tra). 
William Warfield (Negro singer) J 3, 000 
Salt Lake Tabernacle Choir BU. ....4- 5, 600 
Philippa Schuyler and Everett Lee (pianist-} ARA--...__- 2, 000 
and conductor). | 
New Music Quartet (chamber music group)-| EUR, NEA- 4, 000 
Nell Tangeman (singer) | NEA 2, 500 | 
John Sebastian (harmonica v PRR ‘ 3,000 | 
GE Sceranckco wee cenaereisnede- __.-| EU rR, NEA 488, 500 | 
= Orchestra (modern jazz | ali a 30, 000 
and). 
9 | Porgy and Bess ‘ soe ARA 400, 000 | 5, 325, 000 
Girl’s swimming team (AAU stars) ARA... 3, 600 | 
| American track, field, and swimming teams | NEA___-_- 25, 000 " 25, 000 
(AAU stars). | 
72 | University of Pennsylvania rowing crews.__.| EUR wees 15, 000 15, 000 | 
3 | University of Denver skiing team (national | ARA~-___- 10, 000 s 10, 000 
| champions). 
| Martha Graham Dance Troupe_._- NEA, FE_-.-| 120, 000 | 4 120, 000 
| Robert Shaw Chorale (American choral | NEA______-! 24, 100 24, 100 
; group). | 
Pro Musica Antiqua (small classical or- | NEA oie | 9, 300 | 9, 300 
| _chestra). 
| Sylvia Marlowe (barpsichordist) ant NEA, FE.. 14, 500 |. 14, 500 
| Rosalyn Tureck (pianist) i 9, 000 | 9, 000 


Total for presentations. -_ _- |--- 2, , 145, 000, | 1, 00 502, 700 


| 








| Administration: | | 
Program direction and development_-_-_- | 10, 000 5, 275 | 
Contract with American National | 95, 000 | 95, 000 | 
Theater and Academy. 








Total administration. _- 105, 000 100, 275 | , 725 


Grand total ace "2,250,000 | 1, 702, 975 | 547, 025 


SAUTER FINEGAN BAND 


Mr. Rooney. With regard to this jazz band, the Sauter Finegan 
Band, you show $30,000 obligated as of June 10. What is the break- 
down of that? 

Mr. MclIuvaine. As of this moment, there has been no actual 
expenditure because they have not gone vet. However, the estimate 
is $30,000, and that will be for transportation at the rate of $1,000 
per inember of the band. 
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Mr. Rooney. But you said this was the money obligated. Has 
this money been legally obligated? 

Mr. Hawkins. Yes, it has been legally obligated and it has been 
transferred for this project. 

Mr. Mcltvaine. But the band has not made its tour yet. Could 
1 describe how this system works? Perhaps it will make it clearer, 

Mr. Rooney. Yes, please. 

Mr. MclIuvarne. We have this interagency committee that studies 
the different projects. The projects are recommended by ANTA or 
a number of different sources. The Department of State checks these 
with the field to see if they would make the kind of impact we feel 
ought to be made. After that has been done, the committee then 
approves the project and the money is allotted—is that right? I am 
not too familiar with the language. 

Mr. Hawkins. Allocated. The money is given to the contractor 
before the fact. This $30,000 has been transferred to the American 
National Theater and Academy but to date they have not expended 
any of the $30,000, because the band has not gone out yet. 


AMERICAN NATIONAL THEATER ACADEMY 


Mr. Rooney. You had better tell us about ANTA. 

Mr. MclIuvaine. ANTA, the American National Theater and 
Academy, was chartered by Congress in 1935. We have a booklet 
that describes it. Mr. Robert Dowling is the chairman of the board 
of directors. For a good many years it has been in this business of 
exchange of cultural activities. The Department has worked with 
them for many years in this business on a mutually cooperative basis. 
It isa nonprofit organization. 

Mr. Rooney. And what is its budget in the course of a year? 

Mr. Mcluvarine. For the purposes of this fund it is $95,000, | 
believe. 

Mr. Hawkins. $95,000 to administer the project. 

Mr. Rooney. Out of this money? 

Mr. Hawkins. Yes. 

Mr. Roonry. How much out of its own funds? 

Mr. McIuvarne. I think that would be hard to estimate. Do you 
have any idea? 

Mr. Seesacn. No. Its own operations are a different matter. I 
is supported, I believe, by contributions. The money involved here 
is to be solely for the administration of the President’s fund. 

Mr. MclIuvarne. I think we have a very economical arrangement. 
What is your estimate of the percentage of our share of the fund for 
administration? 

Mr. Hawkins. Overall administration is 4.7 percent as far as the 
President’s fund is concerned. 

Mr. Rooney. Does the same situation apply with regard to most 
of the other items in this program for 1955? 

Mr. MclIxvaine. I do not think I understand what you mean b) 
the same situation. 

Mr. Rooney. You have merely transferred to ANTA $30,000 in 
connection with the Sauter Finegan Band. Does the same apply with 
regard to the other items shown on this chart? 

Mr. McItvarne. No, because some of the projects have been 
completed. 
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STATUS OF VARIOUS TOURING GROUPS 


\r. Roongry. Which ones? 

Mr. Seesacn. The Jose Limon tour of South America, the Porgy 
and Bess tour of Yugoslavia, the Mediterranean areas, and Near East. 

The Jubilee Singers tour is completed. 

The Isaac Stern project. 

Porgy and Bess is mentioned as in Europe, but part is in the Near 
Fast. 

Those are the only projects that are completed. 

Mr. WASHBURN. Some are in progress. 

Mr. SeppacnH. Yes. There is one other one that is completed, the 
irack and field groups which went to South America and the Caribbean 
area. ‘The swimming team is just in progress. The Symphony of 
the Air is still going on. The Philadelphia Symphony Orchestra is 
sill going on. Oklahoma is on its way to Paris. And three other 
things which were included in the Salute to France are either on the 
way or completed. Those are the New York City Ballet which made 
a rather extensive tour of Europe because of Salute to France but 
without our help, and two plays that have not yet opened. 

Mr. McIuvarne. I think it is important to remember that in a 
program like this we think we should only deal in the best, as deter- 
mined by people able to judge what is the best, and you cannot 
always get them; you have to consider when they are free and their 
other commitments permit them to go. 


SALUTE TO FRANCE 


Mr. Roonny. Let me see if I understand this correctly. At page 33 

of the justifications you set forth the Philadelphia Sy mphony Orchestra 

it $71,000, and you say they are also included in part of the $100,000 
or Salute to France. That is 1956? 

Mr. StREIBERT. 1955. 

Mr. Roonry. Then I withdraw my question. 

Mr. McItvainge. The $100,000 assistance to the Salute to France 
s overall assistance to a project that is costing in the neighborhood 
of $450,000. The balance of that is being raised privately. 

The item of $71,000 for the Philadelphia Symphony Orchestra is 
ot a part of the $100,000. That is separate, because we are taking 
the Philadelphia Orchestra after its Salute to France appearance and 
extending its tour to cover more ground. 

Mr. Rooney. What is the breakdown of the Salute to France? 
Where do we find that? 

Mr. McInvaine. The only thing you will find is the $100,000 over- 
ill assistance to the Salute to France project, which involved taking 
live different attractions to Paris for the period of late May and June. 

Mr, Roonry. Do you have a breakdown of that $100,000? 

 McItvaine. No. That was the lump assistance to the private 
committee which is raising an additional $350,000 for this project. 

Mr. Roonry. Which committee is that? 

Miss Frenen. It is headed by Mr. Robert Dowling of New York. 


os is chairman of the board of ANTA and president of the City 
ivesting C O. 
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Mr. Rooney. In addition to ANTA we have a committee concerned 
with this? 

Miss Frencu. It is a private committee. 

Mr. Roonry. What committee is that and what are the details of jt? 

Miss Frencu. Mr. Dowling has set up his own committee. He ap. 
cepted the responsibility of raising private funds. 

Mr. Roonry. Do you know who else serves on this committee? 

Miss Frencu. No. That is his affair. 

Mr. MclIuvarne. He has undertaken to raise this money. 

Mr. Roonry. Have you transferred any of this money to date? 

Mr. MclIuvarne. This $100,000, yes. 

Mr. Roonry. To whom? 

Mr. MclItvaine. To ANTA. 

Mr. Roonry. Will ANTA transfer it to this other committee? 

Mr. MclIxvarne. No. 

Mr. Roonry. How does it work out? 

Mr. StrerBert. ANTA is handling the details of the organizations 
constituting the Salute to France. 

Mr. McItvaine. And Mr. Dowling has the additional role of 
raising private funds for this project. 


SAUTER FINEGAN BAND 


Mr. Rooney. How do you arrive at a figure such as $30,000 for 
the Sauter Finegan Band? 

Mr. MclIuvarne. All of these figures before the fact are necessarily 
estimates. In the case of the Sauter Finegan Band you will note it 
is for transportation and the ANTA people get from the airlines an 
estimate of what the airline tickets will cost to the places they are 
going to visit and multiply it by the number of people in the band. 
Anything else that they do is on their own. 

Mr. Roonry. How do you arrive at this figure? 

Mr. MclIuvarine. Through the price of the airline tickets. 

Mr. Rooney. Let us have some details with regard to that. 

Mr. Sersacu. This is not yet booked. They had estimated they 
would make an overall tour of South America and that they would 
make as many stopovers’ as they could. The actual bookings have 
not been made, which is why this figure is still in the estimate stage. 
I think it would be wise to bring out that all these figures which are 
estimates are maximum. The committee has agreed to make available 
no more than this money and any savings which can be made will 
inure to the benefit of the President’s fund. ! 

Mr. MclIuvaine. And conversely if they go over that it is their 
problem. 

PROGRAM FOR 1956 


Mr. Roonry. Where is the 1956 program? We find 1955 set forth 
at pages 33 and 34 of the justifications. Where is the program for 
1956? 

Mr. Hawkins. Pages 37 and 38. 

Mr. Rooney. Let us put those 2 pages of the justifications in the 
record. They might show how vague this presentation is. 

Mr. SrreiBert. I think page 31 gives more details as to the ge0- 
graphic areas, the lower half of page 31. 
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- Roongy. Let us put pages 31 and 37 and 388 in the record. 
he pages referred to follow:) 


Summary of cultural activities by areas 
1955 FISCAL YEAR 


nae 
Activity ARA | EUR : Total 


E | | } 
OrchesStTAaS...----ncnccencenncncnnnenncencccccccececes $30, 000 $146, 000 | | $401, 000 
Drama groupS-.-.-.------------------------------------ 25, 000 oy | 54, 800 
Musical groupS.....--------------------------------- 226, 600 wv, 1, 313, 200 
Dati SONI ics i cnek geist a26S he raceme rm enn wed 25, 000 ; 0, 250, 000 
Individual artists 12, 800 42, 800 
Sports SE nntincasasendtidoranmbinpensdmnenenda 24, 400 | 17, 000 83, 200 





Subtotal | 568,900 | 452,400 | 51: 200 | 2, 145, 000 
Administration | | 105, 000 





2, 250, 000 











1956 FISCAL YEAR 


OIE, 5c dndencnaneenchscanetetnemmanereeinede | $146,000 | $100,000 | [cecum <a 
DE CIGGNE, .ncticenctoddncnsdncgurntbbineeunssesddledehhtnwet | 75, 000 $40, 000 115, 000 
Musical groups | 210,000 120, 000 395, 000 965, 000 
See Scat tte ene etiapininesanteuetetaas | 50,000 80, 000 155, 000 390, 000 
fulirhittieh ONGRIIE cs .. 656 ib «Seid bc cide ne gdb SSE | 25,000 5,000 | 10,000 10, 000 50, 000 
Sports activities | 56, 000 26, 000 58, 000 61, 000 200, 000 

IIE. ds cecines nina tiaundkagielicn | 487,000 405, 000 661, 000 2, 121, 000 
Administration | 129, 000 





ree Oe eee rena ce | 2, 250, 000 


CULTURAL PROJECTS, 1956 FISCAL YEAR 


The 1955 program was slow in getting underway since it was necessary to wait 
until certain attractions representative of the best in American cultural achieve- 
ments were free from commitments in order to be utilized under this program. 
In addition it was necessary to authorize the establishment of a booking office to 
handle bookings for Near East, South Asia and Africa and Far East countries. 
With the experience gained in the first year of this program the 1956 program 
should be an uninterrupted continuation of America’s best. 

The Department is not requesting any increase in funds for activities under the 
President’s program for cultural presentations in 1956. Area increases are 
reflected in additional attractions for countries in the Far East and the Near East, 
South Asian and African areas, which is offset by decreases in the other two areas 
to permit better geographic distribution. Also, adjustments have been planned 
in the various categories of activity which will provide for increase in dance 
groups, drama groups, and sports activities. 

The proposed program for 1956 is listed by major activity and area: 





Activity Touring area Allocation 


Orchestras 

Drama groups 

Musical groups__........--- a seat a ge eo : 

Dance groups | Pix. Subd dadabwh 390, 000 
Individual artists ‘ z ; 50, 000 
Sports activities : 200, 000 


2, 121, 000 





Mr. Rooney. These pages, 31 and 37 and 38, will about cover the 
details with regard to the 1956 program? Is that right? 

Mr. McIuvarne. That is correct. However, you cannot get down 
to absolute details on this kind of thing the way you can on trade fairs 
that you know will be held on a certain date at a certain place, and so 

63859—55——23 
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forth. A good deal of negotiations have to go on before you can ay. 
range for a symphony orchestra or a track team, or whatever it is, to 
make a trip. 

SPORTS ACTIVITIES 


Mr. Rooney. Let us take sports activities, $200,000 for the 1956 
fiscal year. The only breakdown I see is by way of four geographical 
locations or areas. Specifically, let us look at Europe, $25,000. How 
did you arrive at that figure? 

Mr. Mcltvarne. That is an estimate. 

Mr. Rooney. How did you arrive at it? Why is it not $30,000 or 
$20,000? 

Mr. MclIivaine. At this stage of the game it cannot be more pre. 
cise. We try to balance the activities and balance the need of the 
particular area and the overall interests of the United States to come 
out with an intelligent guess. 

Mr. Roonry. How do you arrive at the figures for the four geo- 
graphical areas that make up the total? Who does that? How did 
you arrive at that? 

Mr. MclItvarnz. It is done on the basis of our experience this year 
and our studies of what should be needed to bring the program into 
balance the coming year. 

Mr. Seresacn. Mr. Chairman, in the handling of program funds the 
first thing we have to do is to estimate what can be available for all 
the purposes and then to discuss the things that are desirable to do and 
where it is most important to do them. In making up a budget in 
advance for the expenditure of program funds, you have to set certain 
limitations on yourself and say, ‘‘You cannot go beyond this point in 
this particular area.’”’ It must be divided between the areas on the 
basis of the urgency of the need at each particular place. When you are 
doing it a year in advance, or some time in advance, if you could go 
ahead and make commitments you could come up with more definite 
figures, but if you do not know if it will be the Denver team or some 
other team, or the Philadelphia orchestra or some other orchestra, you 
have to find out what their commitments are and when and where they 
can go. That is why the figures have to be in round figures. 

Mr. Rooney. But they are not in round figures. You have under 
“Sports activities,” $56,000 in American Republics area, $25,000 in 
Europe, $58,000 in the Far East, and $61,000 in the Near East, 
South Asia and Africa. 

Mr. Seesacu. These are percentage arrangements. 

Mr. Rooney. How did you arrive at them by percentages? 

Mr. Srresacu. We had policy discussions on that last year as to the 
respective needs in the various areas. 

Mr. MclItvaine. Geographic areas. 

Mr. Sreresacn. Geographic areas, as the result of information from 
the posts and then the general proportional division of the funds was 
made on that basis. 

Mr. Rooney. Are you trying to convey the impression that you 
have this thing down to a science when you arrive at a figure such as 
$61,000 for the Near East, South Asia, and Africa? 

Mr. Mcltvaine. No, sir. We are not dealing with an exact 
science. 

Mr. Roonry. What are the details of that figure? 
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Mr. Hawkins. These are approved projects, Mr. Chairman. 

Mr. Rooney. Where are they? | 

Mr. Hawxrns. On the sheet [ gave you. 

Mr. Roongny. What page? 

Mr. Hawkins. In the Near East, on page 2 of the sheet, I just gave 
you, you will find the project, ‘“Track and field team,” is $25,000. 
“Mr. McIuvarne. I think he was asking about Latin America; 
weren’t you, sir? 

Mr. Roonny. Let me ask about the Near East and Africa, where 
we have an item of $41,800. 

Mr. McItvaine. Yes, sir. 

Mr. Hawxrns. The other one is the tennis one, project No. 19-37, 
on the other page, $16,800. There are those two projects, $16,800 
and $25,000, totaling $41,800. 

Those are the two projects which were approved. 

Mr. Rooney. We are down to just two figures which make up the 
$41,800, and they are: $25,000 and $16,800. 

Page 2, which you referred to, contains but one figure, and no 
breakdown, to wit: $25,000. How did you arrive at that figure? 

Mr. Hawxtns. $25,000 for the American track field and swimming 
team to NEA. 

Mr. Roonry. I have already read that. I am interested in the 
details of the $25,000. 

Mr. Hawkins. Yes, sir; the contract will be made with the American 
Amateur Athletic Union. These are all amateurs, and this is for the 
international travel for 16 participants. 

Mr. Roongy. Where did we find that? Is that information in here? 

Mr. Hawkins. No, sir; that was left off of there. 

Mr. Rooney. Yes. Go ahead. 

Mr. Hawkins. International travel for 16 participants at $1,100 
each, $17,600; per diem at $10 per day for 30 days, times 16, would be 
$4,800; miscellaneous expenses, which includes such items as passports, 
visas, equipment, et cetera, $2,600, making a total of $25,000. 

Mr. Rooney. In regard to this 16 days travel at $1,100 each which 
totals $17,600, how do you arrive at that? 

Mr. Hawkins. The $1,100 is the cost of international transporta- 
tion, in order to get them to the NEA area. 

Mr. Roonny. What area? 

Mr. Hawkins. NEA—Near East and Africa. 

Mr. Roonry. Do you have any further details with regard to this, 
: you just take $1,100 and multiply it by 16, and we get $17,600? 
s that it? 

= Hawkins. That is the transportation rate, Mr. Rooney, per 
round trip. 

Mr. Mataaesa We get that from the air lines. 

Mr. Hawkins. The per diem is $10. The participants are all 
amateurs, and this involves just the per diem. The AAU handles 
this project without any administrative cost whatever. 


SCHEDULE OF PROJECTS FOR 1956 


Mr. Bow. Is there any breakdown at all of any scheduling for 1956 
oe what groups are going, who is going, or anything about that 
at all? 
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Mr. MclIuvarne. No, sir; only in the broad terms that we haye 
just gone over—the kinds of attractions, and the areas to be covered 
It will be very similar to the present year’s program. 

Mr. Bow. However, you have made no commitments? 

Mr. McItvarne. No commitments; no, sir. 

Mr. Bow. You know of no group which is now being contracted 
with to go? 

Mr. MclItvaine. Not under our fund; no, sir; not under this fund. 

Mr. Bow. If this money is appropriated, who handles it? 

Mr. McItvarine. The State Department handles it. 

Mr. Bow. Who in the State Department? 

Mr. MclItvaine. I do not know personally, but the actual workings 
of the program is done by the Department of State. 

Mr. Bow. Who authorizes the money to be paid? 

Mr. MclIzivarine. We have an interagency committee on which 
serves the Department of State, and I, from the Department of 
State, am chairman of that committee. We have a representative 
from the United States Information Agency, Mr. Seebach, here and 
1 each from FOA, HEW, and Labor; we have 1 from Defense, and 
when these projects are approved, after a great deal of consideration, 
then the mechanics are that the money is drawn from the Bureau of 
~- Budget to the State Department, and disbursed to the agent, 
ANTA. 

Mr. Bow. To the agent; is that right? 

Mr. MclIzvarne. Yes, sir. 

Mr. Bow. This agency handles bookings and who shall go? 

Mr. McIlvaine. That is right. 

Mr. Bow. As chairman of that committee, if an agency came to 
you and wanted $2 million, would you turn it over to them on the same 
type of evidence which we have before us this morning? 

Mr. McIlvaine. No; we do not turn any money over to them until 
we find out what we are able to do with it. 

Mr. Roonry. But, that is contrary to what you said a while ago. 
You have already transferred money to ANTA, and this other organ- 
ization, as I understand. 

Mr. McIzivaninze. Only on approved projects. 

Mr. Bow. The point I am making is this: 

As far as I am concerned, I have a responsibility as a Member of the 
Congress, and as a member of this committee. 

The fact of the matter is the responsibility is given to me by the 
Constitution, when it states that the House shall initiate these appro- 
priations. I am just wondering how I can justify in my own mind or 
in the minds of the people I represent an appropriation for $2 million, 
when there is just nothing before us. 

Mr. MclIutvatne. Well, I think there is a little more than that, sir. 
On page 31, at the bottom of the page, we have indicated the types 0! 
activities and the areas in which they are to go. 

Mr. Bow. Would you, in administering this fund, be willing to 
turn over to the agency which is going to operate it, $401,000 for 
orchestras, with no more information than there is in this justification’ 

Mr. MclItvarne. Yes; within the framework of our operating at 
rangements. First of all, they have to be topflight outfits selected 
by a panel of experts. They have to be free to go, and there has to 
be a need for them, and arrangements made. Under this type 0 
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operation, you cannot tell whether it would be the philharmonic 
orchestra again, probably not, because they have been abroad this 
year. There are all those kinds of things that have to be worked 
out. It is possible to work out those items within this overall figure, 
some topflight orchestras of various types, either symphony or other 
kinds of orchestras, such as we have done this past year. 

Each one gets okayed individually when the arrangements have 
been made. I think it certainly would be nice if we could give to 
you right here exactly what orchestras are going to go, or what drama 
oroups, but the nature of the beast is such that it is practically im- 
possible to do that. 


‘“PORGY AND BESS’? TROUPE 


Mr. Bow. Let us take one of these items: Let us take the Porgy 
and Bess troupe; how much of the allocation has been spent of the 
$685,000? 

Mr. McItvarng. Do you have that, Mr. Hawkins? 

Mr. Hawkins. Yes, sir; I have that. 

The Porgy and Bess tour of Europe and the Near East and the 
Mediterranean area was $285,000. That has been entirely spent; 
for the tour of Latin America, we have transferred only $75,000 of the 
$400,000 to AN'TA. 

Mr. Bow. You mean the Latin American tour; do you not? 

Mr. Hawkins. The Latin American tour; yes, sir. 

Mr. Bow. So, actually, your allocation of $685,000 is high; is that 
correct? 

Mr. Hawkins. It is not high, as far as the allocation is concerned; 
that is what will be the eventual cost, but those are the only amounts 
that we have transferred to date to ANTA. 

Mr. Bow. I understood that Porgy and Bess is the one that was 
completed. 

Mr. Hawkins. Only the European and Middle East project. 

Itis really two projects; the one for the Mediterranean area of 
$285,000, and the other for Latin America of $400,000. 

Mr. Bow. Just what do you pay them as travel expense? 

Mr. Hawkins. I have the details on that. 

Mr. McIuvarne. I can give you that. The operating expenses are 
$17,735.66. 

Mr. Bow. How is that broken down? 

Mr. McIzvarne. That is in salaries. 

Mr. Bow. In other words, you pay them salaries? 

Mr. McIuvarne. No; we do not pay salaries. 

Mr. Bow. That is what I am trying to find out, and if you will give 
us that information, we will appreciate it. What have you actually 
paid, and what part of it do you pay? 

Mr. McItvartne. We pay the difference between what they take in 
and what keeps them from going broke, in effect. 

Mr. Bow. Is there any profits paid to their booking agents? 

Mr. McIuvarine. There are no profits, other than whatever fees 
there are. There are salaries for the actors, and salaries for everyone 
who is involved. Now, whether you call that a profit or not, I do not 
think you would. 

Mr. Hawkins. It is operation costs. 

Mr. McIivarne. Operations; yes. 
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Mr. Bow. Actually, what you pay is just the difference between 
the actual cost, and what they take in in admissions? 

Mr. MclIuvarnz. That is right. 

Now, Porgy and Bess has operated in a great many places without 
our assistance. They had an engagement, for example, in Milan, 
after they had wound up their tour of Europe. All of this was on 
their own, but there were 11 weeks in between during which they could 
not afford to keep the company there, and it was at that stage that 
we assisted them through this tour of Yugoslavia and the Middle 
East. Then they came back, and went on their own again in an area 
where they could make ends meet. So, in effect, we got a great deal 
of mileage out of Porgy and Bess, away over and beyond what shows 
in these figures. 

Mr. Rooney. In other words, one of these companies could make a 
profit in, let us say, Rome and Milan, and then you take them over 
yourself to send them to Barcelona and Naples; is that correct? 

Mr. MclItvatne, Barcelona was one place in here; yes. 

Mr. Rooney. Did they play in Rome? 

Mr. MclItvarne. I believe they did on their own, I think it was. 

Mr. Roonegy. On their own? 

Mr. MclIuvarne. Yes, sir. 
ae Roonry. Do you know whether or not they made a profit 
there? 

Mr. MclItvarne. No, sir; I do not. 
anes Roonry. Do you know whether or not they made a profit in 
Milan? 

Mr. McIxvarnz. I think this question of profits with these organiza- 
tions is a tough one. Mr. Davis has around $225,000 I believe, of his 
own money in this thing, to which he has said “‘goodby.” I do not 
think there is much profit in it for anyone. We hope that the actors 
are able to make their salaries, and that is about it. 

Mr. Rooney. Let us take one of these troupes which has already 
concluded. Which one would that be in the current fiscal year? 

Mr. Sersacnu. There are several of them: Jose Limon, and the first 
American track team. 

Mr. Rooney. Mr. Clevenger, do you have any questions? 

Mr. Cievencer. Mr. Chairman, I have no questions. We are 
operating in a field where I am not willing to operate at all. 

hen we are running a deficit of probably $3,500 million this year, 
in the operation of the United States Government, and it has been 
true practically every year that I have been in Congress of the United 
States, I wonder where in the Constitution you can find anything 
that gives me the right to spend the taxpayers’ money for projects of 
this sort. National defense costs for the military alone are running 
$33 billion, or $34 billion a year, and in view of that situation, how 
many of these frills can I vote for? However, I wonder if someone 
would ponder a little bit the statement issued by the British this week 
on the filling of prescriptions over there, and the prescriptions which 
they are filling for the people? According to the press, most of it is for 
sedatives in order that the people may sleep. How much further can 
we go with deficit spending of the Nation’s credit and its remaining 
treasure before there will not be enough sedatives or enough money 
to pay for them to get the world to sleep at night? 
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[confess that I cannot see the right that I have to borrow money in 
adventures of this sort. Just because someone charges us with having 
no culture, it reminds me of a chamber of commerce incident when a 
lady from Boston in a western town said: “Why, you have done 
wonderful with your great growth, but you have no culture.” The 
Irishman who had helped make the city bloom and grow said ‘Well, 
that may be true. We have not had much time for culture, but when 
we do, we will make culture hum.” 

I think we have reached that point with this program. We go on 
the defensive immediately when some propagandist connected with 
people whose ideologies are different from ours charges us with having 
no culture. The world knows better. Certainly, when you go to 
Milan and to Rome, you are carrying coals to Newcastle, when you 
carry music there. 

I confess that I have no right which I can justify to myself in 
borrowing more of this money and loading it onto the people that we 
know, and in a district like mine, I do know them. I am wondering 
just how much longer this madness can continue, and this deficit 
spending, without any regard to where we are going to get it. We 
have one or more States in the United States which are taxing most 
heavily. We have one State which is not far from Washington where 
they are taxing people’s dividends again, taxing royalties, and taxing 
everything you can think of for the operation of a State government, 
and still they are in distress. 

Just how responsible are we as representatives of the people when 
we vote to continue this madness until the crash takes us over? I 
just simply cannot find the justification to take it away from the 
people. I am out of sympathy with it. 


JOSE LIMON DANCE TROUPE 


Mr. Roonny. Mr. Secretary, with regard to this completed project, 
the Jose Limon dance troupe, in the current fiscal year, what money 
did you transfer, and when did you transfer it? 

Mr. McItvarine. Do you have that information, Mr. Hawkins? 

nw aan We transferred $35,000 to carry out this project, 
to ANTA, 

Mr. Roonry. When? 

_ Mr. Hawxrns. It was early at the start of the program, probably 
in about November or December. It was one of the first projects 
that got under way. In fact, it was the first. 

Mr. McIivaine. Yes; it was the first that got under way. 

_Mr. Roongy. After the transfer of the $35,000, they went to three 
cities in South America? 

Mr. McItvane. That is right; yes, sir. 

Mr. Roonry. On this unnumbered page to which I refer, it would 
appear that the allocation was $35,400; is that correct? 

Mr. Hawkins. That is right. 

Mr. Rooney. Further, on the page to which I refer, it is broken 
down into four items: 

(1) Preliminary costs (getting scenery and costumes in order) $410. 

(2) International transportation for persons, scenery, and costumes, $22,658. 

(3) Reimbursement of losses to South American impresario, $11,427. 


(4) Cancellation reimbursement for Brooklyn Academy of Music, $905, for a 
total of $35,400. 
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PRELIMINARY COSTS 


What are the details of the first item in the amount of $410, sir? 

Mr. MclIivarine. Mr. Hawkins, can you give that information? 

Mr. Seepacu. May I tell you, Mr. Chairman, about this project 
and how it came about, and why those figures are there? 

Mr. Rooney. Yes, I am trying to find out about it. You say you 
spent $35,400 out of Government funds for this project, and you have 
given us these four figures. I am now trying to ascertain the details 
of each of the four figures. 

Mr. Seesacu. Exactly. I have to start by saying that in the mid- 
fall, we have an urgent request for some kind of representative of 
American culture to appear at 2 conferences, 1, an economic confer- 
ence in Rio de Janeiro, and 2, a most important UNESCO conference 
in Montivideo. At both of those conferences, representatives of 
many nations all over the world were to be present. This was what 
could be called a crash program, because the time was very short. 

Mr. Roonry. Crash program? 

Mr. Srepacn. Yes, sir. 

Mr. Roonry. That sounds as though it belongs over here on this 
page with the jazz band. 

Mr. Srepacu. Well, it is a phrase, as you know, sir. 

Anyway, it was necessary to get something fast, and the only thing 
of top standing which appeared to be available and which could get to 
South America within that period of time was the Jose Limon group 
which was not at that point playing. The $410 was to enable them to 
get their scenery and costumes in order, and, as it says there, to have 
them freshened up. Then, skipping down to the cancellation, and 
reimbursement for the Brooklyn Academy of Music 

Mr. Rooney. What happened to the scenery and to the costumes 
after you spent the $410 on them? Whose property were they then’? 

Mr. Sreresacn. It was still their property. This amount of money 
involved things which had to be done in order to activate this company 
which was scattered and not performing. 


CANCELLATION REIMBURSEMENT FOR BROOKLYN ACADEMY OF MUSIC 


I would like to skip down to the $905 item. One of the important 
members of the cast had an engagement at the Brooklyn Academy of 
Music, and had been advertised, and had agreed to appear. In order 
to get the manager of the Brooklyn Academy of Music to release this 
person, it was necessary to make up to him for his loss of the ex- 
penditures which he had already made. 

Mr. Rooney. Well, that was very nice, was it not? 

Mr. Seespacu. Yes, sir. 

Mr. Rooney. He received the $905? 

Mr. Srrsacu. It was the only way he would release the person, s0 
I have understood. 

Mr. Rooney. Did you try to get at this on the basis of patriotic 
duty, or something along that line? 

Mr. Sexsacu. I did not have that negotiation, Mr. Chairman. 

Mr. Roonrey. Who conducted that negotiation? 

Mr. Sexsacu. I believe it was Mr. Schnitzer, sir, of ANTA, and 
he in turn talked with Mr. Batson, and it was discussed with him. 
As to the reimbursement of the loss to the South American impresario, 
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there were two factors that controlled this: one was that it was rather 
deep into the spring, or really into the summer, in South America, 
when their theatrical season was at its low point of the year and, 
secondly, that they would not have time enough to promote and 
exploit these performances, so as to get out the largest possible 
audiences. 

The result of it is that the income was lower by that amount than 
had been anticipated. Normally, under a normal contract, the ones 
that we have going now, this would be the attractions’ own problem. 
We had, because of these two conferences, more or less insisted that 
these impresarios put on these performances regardless, because we 
had other reasons for having the company there. It was not, in other 
words, solely a business deal, as the bulk of these things are, and it 
was necessary to—at least, that was the policy decision—to see that 
this attraction got down there and was present in those cities at those 
times. It was not possible to wait until the proper time of year came 
around, and until the proper kind of audiences could be obtained. It 
was for this reason that this particular operation stands out unique 
in the entire group of projects. 


REIMBURSEMENT OF LOSSES TO SOUTH AMERICAN IMPRESARIO 


Mr. Rooney. Is that your explanation of an expenditure of $11,427 
of the taxpayers’ money? 

Mr. Seespacnu. Yes, sir. 

Mr. Rooney. Who is the South American impresario? 

Mr. Srepacu. Mr. Hawkins, do you have his name? 

Mr. Rooney. While you are at it, please tell us exactly what an 
impresario is. 

Mr. McItvarine. He is the fellow who makes the bookings and 
handles the promotion of the attraction. He has to sign up with the 
theaters and make the contacts, and all thet. In other words, this is 
another way of saying that these were the losses they had on those 
performances. 

Mr. Rooney. What are the details of the $11,427 entitled simply 
“Reimbursement of losses to South American impresario?” 

Mr. McIuvatne. ANTA would have that. 

Mr. Hawkins. Mr. Chairman, may we submit that for the record? 
We will have to get it from our contractor. 

Mr. Roonry. You do not have it? 

Mr. Hawkins. No, sir; this was just completed not so very long ago. 

Mr. Roonry. You mean you do not have it in your office here in 
Washington? 

Mr. Hawkins. No, sir; I do not have that information. We get 
such information as that when we audit their books. 

Mr. Roonry. Did anyone from your office look at the schedule 
which totals $11,427? 

Mr. Hawxins. I have not received the report as of the last of 
May yet. As soon as we get that, we will go into it with them. 

Mr. Rooney. But, they have the money? 

Mr. Hawkins. Yes, sir. 

Mr. Roonry. And, the money has been spent? 

Mr. Hawkins. Yes, sir. 
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Mr. Rooney. And, yet, you do not know the details of it; is that 
correct. 

Mr. Hawgrns. Correct. 

Mr. StrrerBert. Not on this one project, sir. At the time we ay. 
dited the books, the project was not completed. 

Mr. Preston. I happened to be in Montevideo when the Jose 
Limon show was presented, and it was a very creditable presentation, 
and I was quite impressed by it. However, | am amazed to know that 
they have not audited that account. That performance occurred jn 
either November or early December at the latest. Yet, they have 
paid out $11,000 and have no explanation as to what it was for. 

Mr. Hawkins. We did not pay out the $11,000, Mr. Preston. The 
American National Theater and Academy paid it out on the basis of 
the estimates which were approved by the committee. 

Mr. Preston. That may be true, and I do not question that, but 
we do not handle Government funds in that haphazard fashion, but 
apparently you people handle them that way. We try to account for 
the taxpayers’ dollar. 

Mr. Hawkins. I am sorry if we have given that impression. 

Mr. Preston. I think it is obviously true. To begin with, you 
allocated this money in advance. You gave it to the Jose Limon 
troupe before they even got into South America; did you not? 

Mr. Hawkins. We gave it to ANTA, and they made the contract 
with the Jose Limon troupe. 

Mr. Preston. It certainly appears to me that you have a mighty 
loose way of handling the taxpayers’ dollars. I will say, in fairness 
to the troupe, that they did a very fine job in Montevideo, and it was 
quite impressive to the large number of delegates who were there from 
all over the world. 

I thought it was a splendid show. 


INTERNATIONAL TRANSPORTATION FOR PERSONS, SCENERY AND COSTUMES 


Mr. Rooney. Does the same explanation apply to the figure of 
$22,658? 

Mr. Hawkins. Do you mean the item of transportation, sir? 

Mr. Rooney. I am referring now to the item of international trans- 

ortation for persons, scenery, and costumes in the amount of $22,658. 
Do I understand you have no details on that? 

Mr. MclItvarine. Mr. Chairman, we do not have these details with 
us, but we have our auditors go up to New York and go over all these 
expenses of all these groups. 

Mr. Roonry. Did the auditors go over these two amounts to which 
we have been directing our attention, the $22,658 and the $11,427? 

Mr. MclIzvarne. I am sorry, sir, but I do not have that informa- 
tion. I would think they had by now, however. 

Mr. Rooney. You what? 

Mr. MclIxvarne. I would think they had, but I do not know for sure. 


AUDITOR’S REPORT ON ANTA 


Mr. Rooney. The next question is: Who are the auditors, and will 
you bring them here, and let us find out about it? 

Mr. MclIuvarne. Mr. Hawkins, do you know? 

Mr. Hawkins. The audit report was dated in April. 

Mr. Rooney. Was that an audit by your auditors? 
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Mr. Hawkins. Yes, sir. 

Mr. Rooney. Where are the copies of it? 

Mr. Hawkins. Here isone. ‘This is an audit report from up there. 
He was referring to the only completed project, which was the Jose 
Limon Co. The final report has not been forwarded to the Depart- 
ment. 

Mr. Roonry. May we see what you have there? 

Mr. Hawxrns. I would be glad to let you have it. It is a complete 
report of their records. 

Mr. Rooney. I think it might be well if we inserted this into the 
record at this point, since this would be about the best answer you 
have to the pending questions. Would that be fair to say? 

Mr. Hawkins. Yes, sir. 

(The report referred to follows:) 


INTERNATIONAL EDUCATIONAL EXCHANGE SERVICE 


REPORT OF EXAMINATION OF ACCOUNTING RECORDS AND FINANCIAL REPORTS 


Contract SCC 23003 with the ANTA. 

Project: Performing services related to planning and development of cultural 
presentation programs and projects. 

Amount of contract: $893,020.74 including amendment No. 10. 

Period of contract: From September 20, 1954, to December 31, 1955. 

Latest financial report received in the Department: March 31, 1955. 


EXAMINATION 


1. Are funds received by contractor deposited in a separate bank account or a 
general bank account? 

Separate bank account X. National City Bank. Irving Trust Co. (Salute to 
France). General bank account —. 

2. Accounting records: 

a) Are separate accounting records maintained or does contractor include 
accounting records relative to referenced contract as part of his regular accounting 
records? 

Separate accounting records X. Regular accounting records —. 

(b) What type of posting media is used by contractor to record fiscal trans- 
action relative to the referenced contract? 

Invoices and vouchers, approved by the general manager, are used by the con- 
tractor to record fiscal transactions. Payments to the various artists are made on 
basis of memo from the general manager to the comptroller. Memo states pay- 
ment made in accordance with ANTA’s contract with artists or organizations 
and is chargeable to the referenced contract and project. 

(c) Payment of allowances: Not applicable. 

(1) What is the method of payment of the maintenance allowance? 


(d) Are accounting records maintained on a current basis? Yes—. 

If not, explain: See summary. 
_ 2. Do fiscal transactions conform to sound business principles and good account-~ 
lng practices? Yes X. No. —. 

of et, C0 cts 5 OU. dite od dow eo DAME EUS whiads «ddan RECS 

3. Expenditures: 

Are expenditures being made in accordance with the terms and conditions of the 
contract? Yes X. No. —. 

Hf ok; que uisibAcsinis otecBlacAsitn cists iidtadtith Mooldku ids Witla bi ddlndalin es 

4. Reporting: 

Are expenditures as reported to the Department on contractor’s financial 
reports recorded and reported correctly? Yes X. No. —. 

If not, I a he ee adbiddedwem ida baunmneee 
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SUMMARY 


The accounting records and reports relative to the reference contract have been 
examined and the following determination has been made. 

The accounting records maintained by the contractor relative to this contract 
are set up as a double-entry set of accounts which are the basis for AN TA’s regular 
accounts. However, the expense or subsidiary ledgers maintained relative to this 
contract appear, with the addition of the project numbers and allocation of funds 
for the project, to be adequate for proper controlling of funds provided under the 
contract, as well as having complete information available from the expense ledgers 
to prepare reports required by the contract without additional work. 

The contractor maintains separate accounting records relative to this contract. 
The separate accounting records consist of (1) eash receipts ledger; (2) casb- 
disbursements ledger broken down for each project under the contract; (3) 
general ledger covering assets—cash in bank, liabilities—covering loans and ad- 
vances to projects; (4) expense ledger broken down by ledger classification of 
expense for each project. The accounting records are maintained at the contract 
level and not at the project level. The project number for each project is not 
shown on the ledger or on the invoices, vouchers, or memos. It was recom- 
mended to the Comptroller that the project numbers be included on the invoices, 
vouchers, and memorandums for proper administrative and posting information, 
Also that the project numbers be shown on each ledger sheet covering expense of 
the project as well as the amount of funds for each project should be shown on 
the ledger sheet in order to provide necessary control of expenditures. 

The accounting records relative to this contract are maintained by a part-time 
employee and therefore daily transactions are not posted on a current basis but 
are held by the Comptroller and then posted at various times throughout the 
month. 

GreorGeE F. WELLING, Auditor. 

Aprit 26, 1955. 


Funds for project No. 19-42 (William Warfield) were not received by ANTA 
until April and therefore were not included on the financial report for the period 
ending March 31, 1955. 

Payment from these funds to the various artists are made by ANTA on the 
basis of a memorandum to the Comptroller from the general manager. The 
memorandum states that payments in accordance with ANTA’s contract with 
the artists and the specific project under the contract. No other information is 
furnished in the memorandum. 

During the examination of the vouchers, it was noted that the general manager’s 
trip to Washington, D. C. covering the period September 14, 15, 16 totaling 
$73.78 was charged to administrative funds. This travel was performed prior 
to the effective date of the contract (September 20, 1954) and is not a proper 
charge against the contract. 


COMPLETED PROJECTS 


The only completed project as of March 31, 1955, was the José Limon Co. 4 
final report was prepared by Miss Martel (comptroller) but evidently was not 
forwarded to the Department. Since expenditures incurred under this project 
were in excess by ($394.34) of the allocation for the project, I informed Miss 
Martel that upon receipt of an amendment to the contract providing additional 
funds a complete report required in accordance with contract should be furnished 
the Department. Future reports of cash receipts and disbursements prepared 
by ANTA will indicate the project number and breakdown of the expense fort 
each project to date by the ledger sheet classifications. 

The project American Artists Abroad will be broken down to show the actual 
funds received for the projects 19-7 and 19-9 and the funds relative thereto which 
were reported as National Music League (19-8) will also be recorded separately 
for each individual project. The special item from the financial statement © 
March 31, 1955, headed ‘‘Survey”’ (for booking department) will be shown as 4 
separate project under administration. This can be done readily since the 
separate expense ledger is maintained for project 19-34 (Near East and Far East 
booking offices). : 

Funds provided for project 19-3 Salute to France are kept in a separate bank 
account and separate set of accounting records are maintained. A cash receipt 
disbursement report was prepared by the Comptroller as of March 31, 1959; 
however a copy was not furnished the Department. There is a copy attached 
which has been examined by me and it was found that the expenditures reported 
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by the contractor have been recorded and reported correctly. Since private 
contributions are made to this project a separate bank account was deemed 
advisable by the contractor. : 

Details concerning the recommendations included in this audit report were 
discussed, during the audit with the Comptroller and it was agreed that these 
recommendations would be put into effect. 


REIMBURSEMENT OF LOSSES TO SOUTH AMERICAN IMPRESARIO 


Mr. Rooney. This report does not go into any breakdown; does it? 

Mr. Hawkins. No, sir. 

Mr. Roonry. This does not help us to understand who received the 
$11,427—this South American impresario—or what the amount was 
exactly for; does it? 

Mr. Hawkins. No, sir. 

Mr. Roonry. Do you have another copy of this? 

Mr. Hawkins. No, sir; that is the only one that I have with me. 

Mr. Roonry. Will you see that a copy of the foregoing report is 
furnished for insertion in the record at this point? 

Mr. Hawkins. Yes, sir. 

(The following information was subsequently submitted :) 


Reimbursement of losses to South American impresario for performances given by 
Jose Limon Dance Co. in Rio de Janeiro, Sao Paulo, and Montevideo 


teceipts for 14 performances 
Expenses: 
Orchestra 


Publicity 

Copywriter 

Extra services (rehearsals) 

Electricians 

DONG sda Swe Udediedtelti ediiéiwsid a 

Scene shifters 

Interpreter 

Clearing baggage, etc. at customs 

Cartage and transportation 

Printing and stationery 

Copyrights 

Censorship fees, ete 

Wardrobe assistants (seamstresses) 

Box office expenses 

Stage assistant 

Painting 

i Sicate Bil gl ale beads caleishimpncttideeds 

Telegrams 

SOND GUN cece ce ke ce emdewmeden 
6, 937. 92 


Gross income 
Less: 
Payments to Jose Limon Co 
Audit fees 


12, 291. 35 


Total reimbursement —11, 427. 72 


Note.—This account received a preliminary audit on April 26. Asa result our auditors asked for more 
‘tailed information which has been received within the past few days. This detailed information is 
unsatisfactory and has not been accepted by the Department. ANT A and the attraction have been asked 
‘o clarify the unsatisfactory items with a view to making such adjustments as may be necessary under the 
terms of the contract, 


de 
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TRACK AND FIELD TEAM PROJECT 


Mr. Rooney. Do you have any more finished projects? 

Mr. Seesacu. Yes, sir; we have the track and field team project 
in South America and the Caribbean. 

Mr. Hawkins. That is project 19-36, Mr. Rooney. 

Mr. Roonry. Where do we find that? 

Mr. Sersacu. It is the third sheet in this report. 

Mr. Hawkins. That one, on the basis of estimates for the cost of 
travel and per diem of the athletes while they were down there, was 
estimated at $31,500. As a result of the hospitality which they re. 
ceived while they were in Latin America, they returned to us $17,105, 
That amount went back into the account for the use of subsequent 
projects. 

Mr. Roonry. What was the $14,395 used for? 

Mr. Hawkins. I did not bring that account with me, but they 
have turned in a detailed expenditure account of the $14,395, sir. — 

Mr. Rooney. Do you have it here with you? 

Mr. Hawkins. No, sir; but I have it at the office. 

Mr. Roonry. Would you please send it up to us? 

Mr. Hawkins. I would be glad to, sir. 

Mr. Roonry. We would like to look at it. 

Were these teams already in Mexico? 

Mr. MclItvarne. Yes, sir. 

Mr. Rooney. They went there to attend the Pan American games? 

Mr. MclIuvaine. That is right. 

Mr. Roonery. Their attendance was arranged by the American 
Amateur Athletic Union; is that correct? 

Mr. MclItvarine. That is right. 

Mr. Rooney. Who paid the expenses of the American Amateur 
Athletic Union to send the team to the Pan American games in Mexico? 

Mr. Hawkins. There was no administrative expense, sir. They 
did not charge anything at all for handling it. 

Mr. Rooney. How were these funds raised? Who raised those 
funds? 

Mr. MclIuvaine. The AAU. 

Mr. Roonry. Was it done by private subscription? 

Mr. McIlvaine. I imagine so, sir. 

Mr. Rooney. I would imagine so, too. 

Mr. MclIuvaine. You see, this is where this concept of “seed” 
money comes in. They were already in Mexico, and they had 4 
tremendous effect there. So, we arranged to send them to all of this 
area that you see listed on the other page, for an additional $14,395. 


LEGISLATIVE AUTHORITY FOR PROGRAM 


Mr. Rooney. How do you fit some of these projects into the author- 
ization language: 
Emergency Fund for International Affairs; funds appropriated to the President 
for expenses necessary to enable the President to take such measures as he deems 
appropriate to meet extraordinary or unusual circumstances arising in the inter 
national affairs of the Government. 

How does a jazz band fit into that? 

Mr. MclIxvarne. Well, sir, in the President’s letter of last year \ 
the Congress, he outlined examples of what he had in mind, which 
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included enabling various groups broadly representative of our 
culture to be seen abroad, in addition to participation and examples of 
our culture at the trade fairs. 

Mr. Rooney. Are there any questions, Mr. Preston? 


AUDITOR’S REPORT OF ANTA 


Mr. Preston. Are you directly responsible for the administration 
of this program? Is it your principal responsibility, Mr. McIlvaine? 

Mr. Meluvatnz. It is one of my responsibilities; yes. 

Mr. Preston. Who got up this form? Did this come out of your 
office? 

Mr. McItvarnz. I do not know what form it is, sir. 

Mr. Hawkins. No, sir; that came from my office, the International 
Educational Exchange Service. 

Mr. Preston. I am referring to the audit of ANTA, which has 
been inserted in the record. 

Mr. Hawkxtns. Yes, sir. 

Mr. Preston. I notice on page 2 under the item listed as No. 2, 
the following question: 

Do fiscal transactions conform to sound business principles and good accounting 
practices { 

And then you have an X mark in the column for ‘‘yes,’’ indicating 
the answer to be yes. 

Mr. Hawkins. Yes, sir. 

Mr. Preston. Under item 3, “Expenditures,” you have the 
following: 

Are expenditures being made in accordance with the terms and conditions of 
the contract? 

And then, you have an X mark in the column marked “‘yes.”’ 

Under item No. 4, “Reporting,” you have the following: 

Are expenditures as reported to the Department on contractors’ financial reports 
recorded and reported correctly? 

That also is marked in the column under “yes.” 

Then, you go down and we find that this report has been made up 
by Mr. Welling who, I believe, is the auditor. 

He indicates in two paragraphs that no report was filed by the 
State Department on expenditures. 

Mr. Hawkins. What do you mean “no report’? I am sorry I do 
not have another copy of that before me, Mr. Preston. 

Mr. Preston. I will read it to you. On page 3, under the heading 
of “completed projects,” the following language appears: 

The only completed project as of March 31, 1955, was the Jose Limon Co. 
A final report was prepared by Miss Martel, but evidently was not forwarded 
to the Department. 

Mr. Hawkins. That is what I was referring to. I do not have 
the report with me. 

If I had the report, I would have brought it with me. 

Mr. Preston. Then, there is the following language immediately 
following the first sentence which I have just read: 


Since expenditures incurred under this project were in excess by $394.34 of 
\ 


the allocation for the project, I informed Miss Martel that upon receipt of an 
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amendment to the contract providing additional funds a complete report required 
in accordance with contract should be furnished the Department. 

Mr. Hawkins. That is what I was referring to; I do not have it. 

Mr. Preston. But, you still do not have it; do you? 

Mr. Hawkins. No, sir; what was the date of that? 

Mr. Preston. It is dated on April, and this project was concluded 
in December. 

Mr. Hawkins. Yes, sir. 

Mr. Preston. Have you not been in doubt since that time as to 
just how these funds were expended, and whether or not they were 
expended in accordance with the law and the intention of the Congress? 

Mr. Hawkins. I certainly had. 

Mr. Preston. When do you plan to receive this report? 

Mr. Hawkins. To tell you the truth, I have expected it before now, 
but we do not have it. 1 expected it by the last of May. 

Mr. Preston. You could have sailed a boat down there and had it 
back by now. 

Mr. Hawkins. I will be glad to look into it right away, sir. 

Mr. Preston. The last paragraph on page 3 reads as follows: 

Funds provided for project No. 19-3, “Salute to France,” are kept in a separate 
bank account and a separate set of accounting records are retained. A cash 
receipt disbursement report was prepared by Miss Martel as of March 31, 1955, 
however, a copy was not furnished the Department. 

What are you people doing down there? Are you just turning this 
money over to them, and letting them go blithely along in their easy 
way? 

Mr. MclItvaine. That is why we have an auditor go and check 
over it; to make sure they are doing it in accordance to law. 

Mr. Preston. That is the report from the auditor? 

Mr. MclItvaine. Yes, sir. 


EXPENDITURES FOR COMPOSERS, AUTHORS, AND ACTORS’ AGENTS 


Mr. Rooney. With regard to the amounts already expended, has 
any of that money been paid to any authors or composers? 

Mr. Hawkins. Not to my knowledge, sir. 

Mr. McItvaine. No, sir. 

Mr. Roonry. Other than the South American impresario, has any 
money been paid to producers? 

Mr. MclIuivarne. Let me restate, sir, what we do: We put up 
money to make up the deficit that an attraction has over and above 
what they are able to take in, and plus what they raise from private 
sources, and take in from audiences. We do not pay individuals; 
we do not pay authors, and we do not pay impresarios. If that 
happens to be one of the reasons why they are operating at a deficit, 
in effect, you can say that that money is being paid to authors. 

Mr. Rooney. You can say that it does go to a producer, and to 
an actor’s agent, and to a composer, then; is that correct? Am I 
following you correctly? 

Mr. McIlvaine. We make up the deficit in order for them to keep 

oing. 
2 Mr. Rooney. In arriving at the deficit, is there money listed as 
an expenditure for the composers, the authors, and the actors’ agents’ 

Mr. Seesacu. There must be, because they are a part of the 
operating costs, Mr. Chairman. What happens is that their budget— 
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the basis on which they can work—is based on their other contracts 
with other people. Their overall operating costs must include those 
things, in some cases, not in all, but it must in some cases. 

Mr. Rooney. Very well; thank you, gentlemen. 

Mr. McItvatne. Thank you very much, Mr. Chairman. 


ALLOCATION TO UNITED States INFORMATION AGENCY 


Mr. Roonry. The next part of this requested appropriation is a 
request for $250,000 for the fiscal year 1956 for the United States 
Information Agency. Do you have anything further to say about 
this, Mr. Streibert? 

Mr. Strerpert. Mr. Chairman, this sum is for the purpose of 
vetting the maximum impact value out of the fairs at which United 
States exhibits are arranged, and out of these cultural groups, athletic 
or other appearances, of representatives that are sent abroad. 

These are for sums over and above the normal operating expenses 
ofour agency. They do not apply to existing staff or existing resources 
which are employed in this respect. These sums are for especial 
exploitation over and above our normal operations and are only for 
direct expenses, such activities as news wire coverage, radio appear- 
ances, television, if there is television, special journalistic coverage 
by the press, photographs, distribution of photographs, and in some 
cases travel for special groups to see the exhibits and extraordinary 
local USIA expenses in these various appearances at both trade fairs 
and the cultural groups. 


USIA BUDGET REQUEST 


Mr. Roonny. The budget of the USIA is over $80 million, is it? 

Mr. SrREIBERT. Yes, sir. 

Mr. Rooney. It would be too much to expect that an item such as 
this, to wit, $250,000, could be absorbed out of that $80 million? 

Mr. Srrerpert. Not having been applied for, or anticipated in the 
budget request, this would mean a reduction of other activities. We 
have employed our facilities without charging them overhead; we have 
used all of the existing staff both in Washington and overseas. 


TRAVEL OF JOURNALISTS AND OPINION LEADERS 


Mr. Rooney. In connection with the item at the bottom of page 
42, “Travel of journalists and opinion leaders”’ to see exhibits, am I 
to understand by that that we pay the cost of bringing people there to 
see the exhibits? 

Mr. Strersert. In some instances; yes, sir. 

Mr. Rooney. In what instances? 

Mr. StreiBert. Let us see if we have one here. Yes, in the case of 
Hannover we handled 50 interviews with representatives of papers from 
leading West German papers. We arranged for news wire coverage, 
and that involves travel. 

Mr. Rooney. No; I am speaking of this travel, Mr. Streibert. 

_ Mr. Srrerpert. Well, that involves travel, for bringing a journal- 
istic and news wire crew to that place to cover the event. 


63859—55 24 
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Mr. Rooney. In other words, not only do we put on the show byt 
we then have to pay to bring people to see it? 

Mr. StrerBert. Well, we are glad to do that if the person we are 
bringing is to our advantage, in the form of getting publicity, 

Mr. Roonry. What is the breakdown of the $16,100 on page 42? 

Mr. SrreiBeRT. The $16,100 involves varying amounts at specific 
fairs, Djakarta, $1,600. 

Mr. Rooney. Let us see the length of that. We may be able to 
save some time. 

Mr. StrerBert. It is a large number of fairs. 

Mr. Roonry. What is the breakdown of the $1,500 which is not 
included in the details? 

Mr. Srrersert. That would be the estimate of the local staff there 
as to what was needed. 

Mr. Rooney. How do they arrive at that? 

Mr. Srrerpert. They submit the detail. 

Mr. Rooney. Do you have it? 

Mr. Srreipert. They submit the detail of what they need for a 
specific fair. 

Mr. Roongry. Do you have what they submitted? 

Mr. Srrerpert. No; I do not have it here. As a matter of fact, 
that is coming up later on. 

Mr. Wasuesurn. In August. 

Mr. Srrerpert. And I would say we have yet to get the detailed 
estimate from the post. 

Mr. Roonry. Let me make sure that I understand this correctly, 
After putting on this show at this foreign location, and after having 
paid the travel of certain people that you refer to as journalists and 
opinion leaders to see the show do we, on top of that, pay for the pur 
chase of tickets for them? 

Mr. Strerpert. Yes; we do. It is customary to give tickets to the 
press and publicity people. 


PUBLIC OPINION SURVEYS 


Mr. Roonry. You are doing pretty well. 

What is this $21,600 for “Public opinion surveys,” evaluations, 
cross checks of iron curtain and other exhibits, compilation of data, 
and so forth? What is the breakdown of that? 

Mr. Srrersert. Could I refer this to Mr. Harrison T. McClung of 
J. Walter Thompson Co., who has this under his direction? 

Mr. McCuune. You wish a breakdown of that by fairs? 

Mr. Roonry. Yes. Do you have a breakdown of the figure, 
$21,600? 

Mr. McCune. Yes. 

Mr. Roonry. I do not mean a geographic breakdown, but a break- 
down as to what that money is used for. 

Mr. McCuuna. It is used for what might be called opinion surveys. 

Mr. Rooney. Do you have a breakdown of the figure $21,600? 

Mr. McCuunge. I have a breakdown by fairs. 

Mr. Rooney. No, other than by fairs. 

Mr. McCuiune. You mean how much is for labor, and so forth? 

Mr. Rooney. Yes. 
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STUDIES BY J. WALTER THOMPSON CO. 


Mr. McCuunge. I am afraid that I have not. That has been done 
in two ways. In the first four fairs in Europe, J. Walter Thompson 
(‘o. for whom I work made four studies for a total flat amount. 

Mr. Roonrsy. What was that amount? 

Mr. McCuune. $2,970, which was a little less than $3,000 for the 
four surveys. In Tokyo a survey was made through our Division of 
Intelligence and Research at USLA, and in that case it was estimated 
at about $3,000, but when they actually did it they did it for $1,049.50. 
In other words their cost was considerably less than they figured it 
might be for the study in Tokyo. 

Mr. Roonrgy. Mr. McClung, how much of this budget might apply 
to your company? 

Mr. McCuune. In the 1956 budget there is nothing that is com- 
mitted to J. Walter Thompson Co. at all. The figures I gave you were 
the four studies we made in 1955 of the spring fairs. 

We studied the first one that came up calendarwise in order to see 
where we were going, and to have some outside opinion as to whether 
or not we were on the right track, and I have that study here of the 
Frankfurt Fair. We then studied the Milan Fair which is the biggest 
fair in Europe, and the Paris Fair and the Hannover Fair in Germany. 
Our studies are what we call in the research business punch-count 
checks. We do not ask people whether they had a good time or not, 
but we stand at the entrance to the exhibits and check them with 10 
checkers, what we call punch-count checks, to see how many people 
stopped to see the American exhibits against the various exhibits by 
other countries. Then we take every fifth person and follow him on 
through our exhibit or the Czech exhibit, whichever ones were chosen 
at each fair, to see what succeeded about our exhibit and what did not 
succeed versus our competitors’ exhibits, the bloc countries, and in 
that way we arrive at at least somewhat of an objective idea as to 
whether we are doing well or not doing so well. In some cases we were 
able to make pretty good recoveries, if you wish to call them that. 
For example, at the Milan Fair we had not had outstanding success, 
but about a month later that same exhibit, with the benefit of the 
studies that had been made on it and with the benefit of work that the 
Commerce people did on it as a result of those studies, that same 
exhibit was quite successful in Paris and it will also be used in Vienna 
in its more successful form. 

Mr. Roongy. Does your firm have any other business with the 
Government, Mr. McClung? 

Mr. McCuvuna. I believe J. Walter Thompson Co. has handled the 
public relations for a good many years for the Marine Corps. I think 
itruns back for a period of 20 years or more. 

Mr. Rooney. Does it do business with any other Government 
agencies? 

Mr. McCuune. Not to the best of my knowledge, no. 

Mr. Roongy. Do you have those surveys here with you? 

Mr. McCune. I have the first three. The Hannover survey has 
not come in as yet because of a strike over there in Frankfurt, a 
printers’ strike. 

Mr. Rooney. I wonder if you would be kind enough to leave those 
here with us, Mr. McClung? 

Mr. McCuwne. I shall be very glad to, Mr. Chairman. 
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SAUTER FINEGAN BAND 


Mr. Rooney. It would appear from page 45 of the justifications. 
which is a breakdown of funds allocated for cultural projects in fisca| 
year 1955, 29 projects, totaling $91,344, that you spent $3,000 in 
connection with the Sauter Finegan Band. 

Mr. Srreisert. That is the allocation for 1955. 

Mr. Rooney. In what respect; for what? 

Mr. Srreipert. For publication of their appearance, publicity, 
exploiting their appearances in the various places where they go to 
when their trip is made final. 

Mr. Roonry. How much of the $157,544 has been obligated to 
date, that is, of this 1955 money? 

Mr. StrReIBERT. $59,854 through May 31. 

Mr. Roonry. And how much has been actually expended? 

Mr. StrerBert. There has been actually expended through May 31, 
$29,846. 

Mr. Coupert. Off the record. 

(Discussion off the record.) 


SELECTION OF ORGANIZATIONS FOR FOREIGN TOURS 


Mr. Coupsrt. Mr. Streibert, would you mind clarifying for the 
benefit of the committee the method by which these various dramatic 
and musical organizations are selected for foreign tours under this 
program? 

Mr. SrrerBpert. There are two methods. One is the agent acting 
for the State Department, ANT A, considers an attraction, or is in the 

rocess of choosing a group among the musical groups. It is estab- 
fished on a voluntary basis consisting of three panels of experts, one 
for music, one for the drama, and one for the dance, and those three 
panels pass on the excellence or the quality of these proposals before 
they are accepted by the State Department. If I may, I would like 
to submit for the record the personnel of those panels. 

Mr. Covupsrt. I see no objection to that. 

(The matter referred to follows:) 


Personnel on the three ANTA panels are as follows: 


DANCE 


Miss Lucia Chase: Director of ballet, Theater Foundation. 

Miss Emily Coleman: Writer-editor; music and dance editor, Newsweek; 
member Music Critics Circle of New York; National Music League (board of 
directors). 

Mr. Hyman Faine: Executive secretary of American Guild of Musical Artists 
(on leave of absence). 

Miss Doris Humphrey: Choreographer. Member faculty Juilliard School of 
Music, 1951-53. Pioneered in creation of new dance technique, new method of 
composition known as modern. Choreographer shows and operas including 
School for Husbands, Run L’il Chillun, Lysistrata, Aida, Americana, Sing Out 
Sweet Land. Revised dance terms of Webster’s International Dictionary. 
Director YM and YWHA Dance Center, New York City, 1945-53. 

Mr. Lincoln Kirsten: General director of the New York City Ballet. 

Mr. Walter Terry: Dance critic, New York Herald Tribune. 

Miss Martha Hill: Choreographer. 

Miss Bethsabee DeRothschild: Head of Rothschild Foundation (described 8% 
a “benefactress’” of ANTA); also underwrote modern dance festival recently 
held in New York. 
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DRAMA 


Dr. Osear J. Campbell: Professor emeritus Columbia University since 1950. 

Member of Pulitzer Prize Committee. Author: Shakespeare’s Satire, 1943; 
The Living Shakespeare, 1949. Member Modern Language Association of 
America (executive council). President of National Council of Teachers of 
inglish. 
’ Mr. George Freedley: Curator of New York Public Library Theater Collection. 
Drama critic Morning Telegraph. Coeditor and coauthor of A History of Modern 
Drama, 1947. Numerous contributions to professional bulletins and journals. 
Member of Board of Directors American National Theater and Academy; secre- 
tary since 1950. 

Mr. William Hawkins: Drama critic for World Telegram. Member Drama 
Crities Circle. 

Mr. John Chapman: Drama critic for Daily News. 

Mr. Richard Coe: Drama Critic for Washington Post & Time Herald. 

Miss Rosamond Gilder: Writer, dramatic critic. Director of United States 
Centre of International Theater Institute. 

Mr. Walter Kerr: Drama Critic, New York Herald Tribune. 

Mr. Herman Levin: President of League of New York Theaters. 

Mr. Alfred Lunt: Actor. 

Mr. Tom Prideaux: Entertainment editor, Life Magazine. 


MUSIC 


Mr. J. 8. Harrison: Music critic, New York Herald Tribune, instructor music 
New York University since 1948, member New York Music Critics Circle. 

Mr. Edwin Hughes: National Music Council (executive secretary). 

Dr. Carleton Sprague Smith: Musicologist, and librarian. Chief of music di- 
vision New York Public Library since 1931. Board of directors of Metropolitan 
Opera Association. 

Virgil Thompson: Composer and conductor. 

Olin Downes: Music critic, New York Times. 

Howard Hanson: Composer, conductor. Director of Eastman School of Music 
since 1924. Recipient Pulitzer Prize (symphony No. 4, opus 34) 1944. 

Dr. Paul Henry Lang: Musicologist, professor. Professor musicology at Co- 
lumbia University since 1933. (Born in Budapest.) Also music critic for New 
York Herald Tribune. 

William Schuman: Composer and conductor and president of Julliard School. 

Harold Spivacke: Chief of Music in Library of Congress. 

Al Manuti: President of Local 802, American Federation of Music. 


AMERICAN NATIONAL THEATER ACADEMY 


Mr. Couprrt. Would you also clarify for the record the meaning 
of those letters ‘““ANTA’’? 

Mr. Srrerpert. That is the American National Theater Academy 
chartered under act of Congress as a nonprofit organization, operating 
under a voluntary board of directors. 

Mr. Coupert. In substance, the State Department decides how 
much shall be spent and then says to ANTA what shall we use it for? 

Mr. StrerBERT. It says to ANTA what do you propose, and then 
ANTA comes back with a specific proposal which then is passed upon 
by the Interagency Committee under the chairmanship of the State 
Department. Mr. McIlvaine, who has been testifying, is chairman of 
that committee. We are represented by Mr. Seebach and several 
other departments are on the committee. 

Mr. Couprrt. What recommendations emanating from ANTA 
have been turned down by that interdepartmental committee? 

Mr. Senpacu. None, because they have been processed in advance 
and have not been brought to the committee until they have been 
judged ready for presentation. 
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Mr. Covupert. In other words, ANTA has, for all practical pur. 
poses, complete control of the selection of the units or groups that 
become a part of this program? 

Mr. Sresacu. No, sir, not entirely. A number of things come up 
other ways, either through the USIA, or through the State Depart. 
ment. These are passed on to ANTA for processing, and a check js 
kept on those. It does not mean if ANTA says no that that is that. 

Mr. Covuprert. Have any recommendations, or have any groups in 
the dramatic or the musical world been listed in this group of touring 
companies or shows of any kind that were not approved by ANTA? 

Mr. Sersacu. No, sir, except for the sport projects which were not 
handled by ANTA. 

Mr. Coupert. I think that answers the question. 

Mr. CLeveNnGER. It is probably fair to say, Mr. Chairman, that 
ANTA is the greatest theatrical angel on record. 

Mr. Rooney. The greatest theatrical what? 

Mr. CLevenGcer. Angel. You know, most of these productions 
have to have an angel before they are out of the woods, and I think 
perhaps ANTA is the greatest angel of them all. 

Mr. Rooney. Thank you, gentlemen. 


Monpay, JuNE 20, 1955. 


GENERAL STATEMENT OF THE SECRETARY OF COMMERCE 


WITNESS 
HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 


Mr. Rooney. We are honored to have with us this afternoon the 
distinguished Secretary of Commerce, Mr. Sinclair Weeks, who wishes 
to address the committee with regard to the pending supplemental 
request for the trade fair program. 

You may proceed, Mr. Secretary. 


GENERAL STATEMENT OF SECRETARY WEEKS 


Secretary Werks. Mr. Chairman, I was sorry not to be here last 
week. I had some long-standing commitments in the West which | 
had to keep. I was glad the hearings were not over so that I might 
have a chance to say a word about these trade-fair programs, par- 
ticularly, because I have just returned from visiting some of the Euro- 
pean trade fairs. 

I wanted first to tell you something about the proposition as I have 
seen it first hand, then try to describe how we conduct the operation, 
and proceed from there on. 

I visited the fairs in Milan; Hannover, Germany; Brussels; Liege; 
London; Birmingham; and Paris. 


BASIS FOR UNITED STATES PARTICIPATION IN TRADE FAIRS 


I think I had something to do with initiating this program a year 
ago. We were impelled to want to do something because we had 
felt very strongly that the Russians and the Soviet bloc countries 
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were pushing ahead in this area and that it was not good from any 
standpoint to have the United States fail to participate in these 
ancient and well-established institutions. 

| might say that where we have gone in there have been cases where 
the Russians have pulled out their exhibit, noticeably in Bangkok. 
Additionally, they have not shown up this year in Europe, although 
in Brussels, for example, the Soviet bloc country exhibits were much 
in evidence and it-appeared to me, because of the adverse publicity 
they have been receiving in some quarters of the world, that they 
might be commencing to push the bloc countries forward as a front 
for what might be considered their own efforts in this field. In 
Brussels, for example, East Germany and Czechoslovakia occupied 
about 1,800 square meters of space and all the rest of the national 
covernments concerned only occupied 3,500 meters, 
~ In Great Britain I was preceded in Birmingham, the heavy industry 
section of the British industries fair, by the Russian trade team 
headed by Ambassador Malik. He had been there the week before 
Iwas there and spoke to the same group I spoke to. 

We think that what we have done so far is to build up a lot of 
goodwill for this country and for the type of industrial setup we 
have and for our products. 


UNITED STATES CENTRAL PAVILION 


We have been trying to have, Mr. Chairman, a central pavilion. 
This, in effect, is in the nature of a catalytic agent to more or less 


pull the United States picture together. In all these fairs there 
have been hundreds of exhibitors who exhibit their products as indi- 
vidual firms but they have been lost as far as any national point of 
view is concerned. 

We have tried to set this thing up so that we can show what the 
United States does industrially, show the type of a setup we have 
here both industrially and culturally. We have invited, mostly 
through trade associations, corporations and businesses in this 
country to put an exhibit in this central United States pavilion. 
Toke a type of floor covering for example, we will have one type in 
one fair and another type in another fair, and so on. 

Most of these exhibitors in the central United States pavilion are 
small companies. We have a list of those who have exhibited, and 
you will note that for the most part they encompass small business. 
They have helped us to establish what we have called Main Street 
in America, industry working for the benefit of mankind, and so on. 


TRADE TEAMS 


These pavilions have been constructed to show how America 
produces and how her people live. We have trade teams assigned to 
each one of the exhibits. Some of them are businessmen who are 
volunteering their services. There is nothing sold in the pavilion. 
Hundreds of thousands of people go in to see what we have to show 
there, but they cannot buy a thing. If they are businessmen they 
will go in and talk to the trade team. A Frenchman may come in 
and say he is interested in buying some package machinery. He 
will sit down with a member of the trade team and this member of 
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the trade team will help him. The pitch is entirely on two-way 
trade. The trade team inquiries are about 50-50 export and import, 
There is nothing sold there, but, for example, they will have a house 
and 1 of the rooms will be a kitchen and there will be maybe 20 or 30 
different types of manufacturers’ products shown in that model 
kitchen. I think in 12 fairs we have had an average of seventy-odd 
different manufacturers’ products. 
That is about the way we have tried to set it up. 


REACTIONS TO PROGRAM 


I should like to say a word about the reaction which I think has 
resulted from what we have done so far. 

This, you will recall, is, I believe, the first time in history when the 
United States has gone into fairs of this character. Some may say we 
are trying to help manufacturers when we should not. I respond that 
we are not there to sell merchandise. We are there to counter Russian 
propaganda to a degree, to sell America, and to promote this two-way 
trade proposition. 

I felt the reactions all the way through were excellent. Personally, 
the welcome on the mat for me and my associates could not have been 
more cordial, sincere, or friendly. The fact that America appeared 
at all was a great feather in our cap and will help trade. Beyond that 
I have felt very much convinced, as a result of what I saw, that 
Western Europe and Great Britain are pulling together much more 
than in other days. 

The Organization for European Economic Cooperation, the Euro- 
pean Payments Union, the Coal and Steel Community, the NATO 
setup, SHAPE headquarters with the 15th flag now at the masthead, 
all indicate to me that for maybe the first time in history these nations 
are really pulling together. I think we can be a great catalytic agent 
in helping to sustain this trend. And personally I feel that while we 
are spending so many billions in strictly defense activities that we can 
well afford to spend some money in this direction to build goodwill and 
help bring the free nations together to work for peaceful trade. 


UNITED STATES PARTICIPATION IN TRADE FAIRS 


This year, ended June 30, we have been in 15 fairs. The plan next 
year is to go into 22 fairs. I think more of them next year will be in 
the Far East then has been the case this year; 13 out of the 15 were in 
Western Europe this year. 


USE OF FISCAL YEAR 1955 APPROPRIATION 


We had an appropriation in the current fiscal year of approximately 
$2.6 million. We will have spent about $1.7 million plus in the fais 
that we have exhibited in. The balance is or will be committed against 
fairs that we shall go into this fall. If this program is to continue 
there will always be a hangover on plans and commitments for the 
next year, commitments by way of renting space, and so forth, and 
making original sketches, plans, and so forth, for the construction of 
the exhibit. 

So that if the program does not go on in fiscal 1956, if there might 
be no appropriation, there would result a substantial waste of funds 
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on account of the fairs in which we have planned to appear and where 
we have already spent some money and made some commitments. 

The reason we got off to a slow start is that we only got the appro- 
priation last August and by the time we could get into action we were 
too late for the fall fairs. Accordingly, except for Bangkok in Decem- 
ber, which was a crash program the program did not start until the 
early spring of this year. 

What has been spent can be given you in great detail, but in making 
estimates, there are these points to be taken into consideration. 
There are three main items, rent, personnel, and construction of the 
pavilion. You can estimate personnel and rent pretty accurately, 
but on the construction of the exhibit it is just not possible to give 
final figures. If we have a round figure, whatever it is, we live within 
it, but as to making estimates in detail, you cannot do it. 

By way of example, Milan was the first fair I visited. Some of the 
things about that exhibit we thought ought to be changed. We did 
did not make our best showing there. So we sent word ahead suggest- 
ing changes to be made in the other fairs. By the time I got to the 
Paris show the helpful changes we had suggested were all incorporated 
in the last show I saw. 


VALUE OF TRADE FAIR PROGRAM 


I have nothing more to add, Mr. Chairman, except to say I am 
completely convinced from the standpoint of trade, from the standpoint 
of propaganda—and may I say parenthetically I think it must be 
held in mind that a lot of the best propaganda is achieved through 
indirection—and from the standpoint of building goodwill and 
acting as a catalytic agent so far as the free nations are concerned, 
that we can do a lot with this particular trade fair weapon. I hope 
it will be continued, and I shall be glad to try to answer any further 
questions. 

Mr. Roonry. I believe you understand, Mr. Secretary, that we 
went into some detail with regard to this program last week. We do 
express our thanks for the benefit of your views. 

Secretary Weeks. All right, sir. 

Mr. Roonry. Thank you very much. 


TurEspAyY, JUNE 14, 1955. 
EmMerGeNcy Funp ror INTERNATIONAL AFFAIRS, EXECUTIVE 


WITNESSES 


HON. FRANK THOMPSON, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW JERSEY 

FRANK CONIFF, EDITORIAL ASSISTANT TO WILLIAM RANDOLPH 
HEARST, JR., EDITOR IN CHIEF OF THE HEARST NEWSPAPERS 


Mr. Rooney. The committee will please come to order. 


STATEMENT OF CONGRESSMAN GEORGE M. RHODES 


We have a communication from Congressman George M. Rhodes 
of the 14th District of Pennsylvania which I shall insert in the record 
at this point. 
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(The communication referred to is as follows:) 


STaTEMENT IN Support OF FUNDS FOR THE PRESIDENT’S EMERGENCY Funp ro 
PARTICIPATION IN INTERNATIONAL AFFAIRS BY Hon. GrorGe M. Ruopzs 
14TH District, PENNSYLVANIA 


Mr. Chairman, I appreciate the opportunity of expressing my views in fayor 
of the full $6 million in funds as requested for the President’s Emergency Fund 
for Participation in International Affairs. F 

The President’s Emergency Fund for International Affairs, a $5 million fund 
was appropriated by the Congress last August ‘‘to meet unusual circumstances 
arising in international affairs,” specifically to stimulate exhibition abroad by 
private firms and groups of the best this nation has to offer in industrial produc. 
tion and cultural achievement. These exhibitions are to demonstrate the dedi. 
cation of industry and cultural groups to peace and human well-being. The 
President has requested that an additional amount of $6 million, to remain 
available until expended, be appropriated to continue this program during the 
fiseal year 1956. 

This fund is to serve as “seed money” to encourage American industry’s par. 
ticipation in international trade fairs, reinforcing this country’s prestige and 
stimulating production and employment, and it is to support an expanded pro- 
gram of performances overseas by outstanding American musical, acting, dancing, 
performing groups, and sports figures. 

The Department of Goingicres is the action agency for trade fairs. The 
Department of State is the action agency for cultural activities. 

The Director of the United States Information Agency serves as the Presi- 
dent’s coordinator in this program to see that each time the United States is 
represented abroad, the representation refutes as directly as possible the Con- 
munist’s anti-American propaganda line and reinforces the foreign policy of the 
United States. 

I would like to place in the record at this point an article which appeared in the 
Washington Post and Times Herald, October 21, 1954, and which I think illus. 
trates the need for these funds to make possible the suitable representation of the 
United States at the many trade fairs throughout the world: 


“Unitep States To Pray GREATER ROLE IN ForEIGN TRADE Farrs” 
By Edward F. Ryan, staff reporter 


“Commerce Secretary Sinclair Weeks said yesterday his Department is polling 
thousands of American business firms on their plans for exhibiting at international 
trade fairs overseas. 

‘Weeks’ announcement was the latest move in an increasing United States effort 
to make up for lost time in a propaganda race with the Russians, who have been 
pouring big money into international trade fairs in a frequently successful attempt 
to steal the show. 

‘The poll is part of what Weeks described as a ‘great drive to promote American 
industry participation in international trade fairs (as) one of the most effective 
wavs to expand trade and stimulate employment.’ 

“The new tempo of the United States moves stems directly from President 
Eisenhower’s active interest in the trade fair problem, informed officials said. 


“UNITED STATES EXHIBITS LAG 


“Interest has also been stirred by news reports from overseas. In Jakarta, 
Indonesia, the Russians and satellites made an international fair that ran from 
mid-August into October virtually an all-Communist industrial show. The United 
States Government was invited to participate, but declined last February to do s0, 
reportedly on the ground that it was not the policy of the Government to spend 
funds on fairs. Goodyear had a tire exhibit at Jakarta, but since there were few 
dollars in Indonesia for trade, other American firms were not interested. ; 

“At the fair in Izmir, Turkey, during August and September, the Russians agail 
scored with an exhibit of their wares, while the United States provided no exhibit, 
other than a visit by part of the Sixth Fleet. At Salonika, Greece, in September, 
Russia and the satellites moved varied exhibits into a fair setup built 3 years 4g0 
with a third of a million dollars in American aid funds. 

“The one-wav success story was reversed at the Damascus Fair in September, 
when an alert United States Information Agency official brought in the Cinerama 
film and took the big crowds away from a half-million dollar Russian exhibit. 
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“PUND MADE AVAILABLE 


“For their effort to stimulate American participation in the overseas fairs, 
Commerce Officials now are reported to have authority to draw up to $2,225,000 
from a special $5 million appropriation approved by the last session of Congress. 
The USIA was assigned to issue the funds. 

“Earlier this month, Weeks named Roy F. Williams, a Boston industrialist, 
to organize the stepped-up program of American participation in international 
fairs. Williams said yesterday he expects to meet next week with an advisory 
committee eS decide on a list of fairs where the main American effort should be 
concentrate . 

‘He expressed a hope that next year the Government might provide exhibits at 
important fairs where, as at Jakarta, private American firms are unwilling to 
yarticipate. 
| “Main emphasis in Weeks’ announcement, however, is placed on Government 
cooperation with industrial exhibitors. He said the Commerce Department will 
do these things: 

‘Maintain a strengthened Washington Information Center on the trade fairs. 

“Step up trade fair information to American companies. 

“Establish an exhibit, jointly sponsored by the Government and industry, in a 
central location in selected trade fairs abroad, 

“Provide more helpful services to American exhibitors at the overseas fairs, 
including a central trade-promotion booth, manned by trade and marketing 
experts to help make contacts for American firms.” 

Mr. Chairman, our unfortunate experience at the Jakarta, Indonesia, trade fair 
emphasizes the importance which Communist Russia places on these international 
activities. They spare little effort or money to provide vast exhibits to display 
the products which they produce. If our country, by default, as in the case of the 
Indonesian Trade Fair, fails to provide an adequate exhibit, a tremendous propa- 
ganda victory is won by the Communists. 

This is the only opportunity for hundreds of thousands of these peoples who 
attend the trade fairs to compare goods produced by the two opposing leaders of 
the world struggle for the hearts and minds of the peoples of the great under- 
developed and uncommitted areas of the world. If we fail to meet the Communist 
hallenge at these fairs, their propagandists will proclaim that it is because we 
fear comparison and competition. 

Such doubts created in the minds of the people who are constantly subjecte1 
to the barrage of Communist propaganda can seriously undermine the position 
of the freedom-loving, anti-Communist governments of these countries. It can 
also Weaken our own foreign policy, our technical assistance programs, and our 
ultimate hope for a durable and lasting peace based on freedom and justice 
throughout the world. 

At this point I would like to include a statement prepared by the United States 

Information Agency, which summarizes the outstanding advancements which 
have been made in the trade fair and cultural activities fields since the President’s 
Emergency Fund for International Affairs was authorized last year: 
. The United States will have appeared at some 15 fairs before July 1, 1955. 
Some are industrial, some are full-fledgei trade fairs, some are agricultural, and 
1 or 2 are general fairs. Some are big, some are small. Some are restricted to 
buyers and sellers; most admit the general public as well. It is estimated that 
from 12 to 15 million people will see American exhibits at these fairs. 

The first fair of the program, the Bangkok Constitutional Fair, was held 
December 7-10, 1954. This was followed by United States exhibits at Frankfort, 
Verona, Utrecht—all in March 1955. Thereafter, exhibits were to be held at 
Milan, Lyons, Liege, Brussels, Hannover, Valencia, London, Paris, Palermo, 
Barcelona, and Tokyo. 

Fall fairs which are expected to have American Government participation are 
those at Stockholm, Sweden; Izmir, Turkey; Karachi, Pakistan; Salonika, Greece; 
New Delhi, India; Djakarta, Indonesia; Addis Ababa, Ethiopia; Zagreb, Yugo- 
slavia; Bari, Italy; Vienna, Austria; Berlin, Germany; Bogota, Colombia; Ciudad 
Trujillo, Dominican Republic; and Bangkok, Thailand. 

Many factors enter into the development of each exhibit. Some fairs do not 
allow national pavilions or central exhibits. Some insist that exhibits conform 
with a central design. 

he theme of the American exhibit at Bangkok was Fruits of Freedom. 
In addition to Cinerama, a style show, and a toy train exhibit (this being to some 
‘xtent a “fun’’ fair), there was an elaborate industrial exhibit with items supplied 





378 


by more than 100 concerns. The United States literally stole the show, ang 
the U. 8. S. R. decided not to exhibit at the last minute. 

The Frankfort exhibit was entirely different in nature but just as successfy), 
It featured a completely furnished, full-scale, five-room modern house with living 
actors impersonating an American family and demonstrating what the Americap 
way of life affords the average citizen in wages, comforts, leisure, and cultura! 
attainments. More than 300 products in daily use in American homes were shown, 
not only as stationary exhibits but on an endless conveyor belt. 

At Verona, the United States featured American farming methods and equip- 
ment. At the great fairs of Brussels and Barcelona the America-at-home 
theme, tested at Frankfort, was used again. Tokyo had a new exhibit of technica! 
developments titled “‘Partners in Progress.’”?’ And, the United States exhibits at 
Paris and Milan, and later at Vienna in Austria, will feature the story of Main 
Street, U. 8. A., a cross section of America in pictures, models, and actual life. 
size displays. 

Participation has been administratively agreed upon in 22 fairs during fall 1955 
and spring 1956, and advance planning and necessary field consultation and 
related preliminary work have already begun in this connection. 

Twenty-three projects have been approved for the cultural activities program 
by the Interagency Committee as of May 19, 1955, involving the commitment of 
$1,911,100. Because of the nature of the program—that is, the best representatives 
of American cultural achievements have many commitments and sufficient time 
must be allowed for negotiating bookings with foreign impresarios—the great 
majority of these approved projects will not take place until this summer and 
early fall. A number of other projects totaling $233,900 are now being actively 
considered to take place during this same period and are scheduled for approval 
during the 1955 fiscal year. 

All of the projects undertaken in this program are planned with the specific 
interest and needs of the various regions of the world in mind. Of the approved 
projects, five major projects have actually been completed: Jose Limon Dance 
Troupe tour in South America; Porgy and Bess tour of the Balkans, Near East, 
and Mediterranean areas; Isaac Stern performances in Iceland; Jubilee Singers 
tour of Far East and Near Eastern countries; and the United States track, field, 
and swimming stars (AAU) tour of Latin America. Four individual artists have 
also performed overseas under the approved project Tours of Individual Artists. 
A number of projects are now underway: The Symphony of the Air is on tour in 
the Far East and they will also perform in various south Asian cities; Schuyler and 
Lee are now performing in Latin America; Nell Tangeman is on tour in the Middle 
East; the New York City Ballet and the Philadelphia Orchestra are performing 
at the Salute to France with three other attractions, The Medea, Skin of Our 
Teeth, and Oklahoma to leave soon for Paris; and the Ballet Theatre leaves for 
tour of Latin America. 

Highly favorable reports have been received on the first project undertaken in 
the cultural performers program, the tour of the east coast of South America by 
the Jose Limon Dance Troupe which took place in November and Decembet. 
Mr. Limon, one of the leading modern dancers in the United States, was extremely 
well received by the local press, governments, and general public in the cities 
visited. The troupe appeared in Rio de Janeiro during a meeting of the Inter- 
American Economic and Social Council and in Montevideo during the UNESCO 
conference, giving conference delegates a view of present-day United States cul 
tural achievement. The Limon performances were called a roaring success both 
artistically and diplomatically. Reports from USIA officers overseas indicated 
that several of the most enthusiastic local press comments were from publications 
which have consistently and vigorously attacked the United States. 

The 9-week tour of various Yugoslavian and Mediterranean cities of the Porgy 
and Bess company began in Zagreb in December and ended with performance !! 
Naples in February. The tour included appearances in the following cities: 
Zagreb, Belgrade, Alexandria, Cairo, Athens, Tel Aviv, Barcelona, and Naples. 
The performance of this company was called an outstanding cultural triumph 
for the United States, by Embassy and USIA officers. On the opening night 10 
Zagreb, the company had 14 curtain calls and on closing night, a half-hour ov 
tion. The last day Porgy was in Cairo the cast was summoned to the Presidents 
office to receive President Nasser’s personal expression of appreciation. In 
Tel Aviv there were repeated rumors that tickets were being black-marketed and 
the demand for seats was so insistent that the last day’s performance, a crowd 0 
200 persons crashed through a window of the theater and took up stations 12 
vacant spots in aisles and in the wings. A Barcelona newspaper stated that 
Porgy and Bess was the best musical event to appear there in the past 20 year. 
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In Italy even & Communist paper called Porgy ‘‘one of the masterpieces of the 
ric stage. 

, ‘ie editorial in the New York Times, commenting on the success of Porgy and 
Bess in Yugoslavia stated, ““Communist propaganda sedulously fosters the notion 
that the United States culture consists of comic books and gangster motion pictures 
and the American Negroes live under conditions little if any different from those 
described in Uncle Tom’s Cabin. Porgy and Bess strikes hard at these stereo- 
types, both in its musical richness and in the backgrounds of the Negroes who 
star in it. 

Isaac Stern performed in Iceland during January as one feature of a continuing 
program to promote appearances in Iceland of outstanding American performing 
artists. This program is important in view of the sentiments of Icelanders about 
the continuation of stationing of American troops there and the intensive Russian 
cultural efforts being carried out in Iceland. The public affairs officer in Reyk- 
javik, reported that no visiting American artist to date has made as great a per- 
sonal and professional impression on the Icelandic people as Mr. Stern. Ice- 
landie news comment indicated that the Icelanders were highly appreciative of 
Mr. Stern’s artistry and his warm personality which was, in part, expressed by 
his donation of local currency proceeds from his performances in Iceland to the 
University of Iceland for the establishment of a music room and a music library. 

One of the most important aspects of the activities of the President’s emergency 
fund program is the task of pointing up the significance of these events in the minds 
of the public overseas. In all cases the events were used by the USIS missions 
in the various countries as the nucleus of a public information campaign to stress 
the cultural or industrial achievements of the United States with the objective of 
increasing respect and prestige. 

Complete information and photographic material on each project was furnished 
in advance by USIA to the public-affairs officer. The PAO, using the press, 
radio, television, and films, effectively supported the activity. The results, thanks 
largely to the high quality of the events presented, have been extremely successful 
and are leaving lasting, favorable impressions throughout the world. 

I am sure that this committee will realize the vital importance for promoting 
our fullest participation in international trade fairs and in likewise participating 
in cultural activities which established communication with the great mass of the 
peoples of other countries who would otherwise be unreached through our 
normal diplomatic or propaganda channels. 


Mr. Roonry. We are very pleased to have with us the distinguished 
gentleman from New Jersey, Mr. Thompson, who wishes to address 
us with regard to the request for the President’s emergency fund for 


international affairs. Congreessman Thompson, we shall be glad to 
hear from you. 


STATEMENT OF CONGRESSMAN FRANK THOMPSON, JR. 


Mr. THompson. Thank you Mr. Chairman. 

Mr. Chairman and members of the committee, in the interest of time 
I would like to submit a statement for the record and, with your kind 
permission, to include some extraneous material with that statement. 

Mr. Roonry. We shall be glad to insert it in the record at this point. 
We cannot put any pictures in the printed record, however. 

Mr. Tuompson. I understand that. 

(The statement and material referred to are as follows:) 

Mr. Chairman, and members of the subcommittee, with funds supplied by the 
President’s emergency fund, the United States is fighting the cold war on two new 


‘ronts. Both are important. Andon both the Communists have a headstart on 
Is 


The headstart, however, need not discourage us. These are both fields in 
which the United States has no need to worry if we exert ourselves. The only 
danger is that we may let victory go to the Communists by default. 

Let us take a look at the facts. In the 5 years prior to 1955, the Soviet bloc 
exhibited at 122 trade fairs at which the United States was not represented. 
Their first shock was at Damascus, last year, where they had a $500,000 exhibition. 


Awakening in time to what was happening, the United States was a last-minute 
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entry, presenting as one of its official exhibits the film Cinerama. The picjyy. 
was the hit of the fair. It stole the entire show. The Communists proteste; 
violently, and when they heard the United States was planning a repeat perform. 
ance at Bangkok, they withdrew entirely. They couldn’t take the competitio, 

Since that date, the U. 8. S. R. has withdrawn from at least five other fairs j; 
which it was announced that the United States would exhibit, the Lyons Inter. 
national Fair and the Milan Sample Fair in April of this year, the Paris Inter. 
national Fair and the Tokyo International Fair in May, and the Canadian Inter. 
national Trade Fair in Toronto this month. 

Under the program made possible during the current year by the Presiden;’s 
$5 million emergency fund, the United States will have been represented at 13 
fairs by July 1, 1955. 

These fairs have given us opportunity to refute Communist sneers at the myth 
of the American way of life. The Frankfurt Fair, March 6-10, is a good example 
Commenting, a Frankfurt English-language newspaper said: ‘the exhibit, 
marked the first time that Uncle Sam has actually raised his windowshades in 
Europe in an attempt to dispel myths and give substantial facts about how 
Americans live.” 

At Frankfurt, United States producers displayed over 300 products commonly 
used in the average American home. The exhibit, entitled ‘America at Home.” 
featured a completely furnished full-scale five-room modern American home with 
actors impersonating an American family. Brand names that are household 
words in the United States were displayed. * * * Dupont, General Electric. 
Singer Sewing Machine, Congoleum-Nairn, Revere Ware and a host of others. 
Over 65 firms exhibited. The products told a significant story of a nation’s 
economy dedicated to production for peace and abundance. Over 70,000 visitors 
saw that exhibit. 

The trade information center, manned by United States industry specialists 
and Department of Commerce representatives, gave over 275 personal interviews 
and answered inquiries by the thousands. Inquiries came in so fast that three 
receptionists were unable to take care of them, 

The major responsibility for the exhibits in these fairs rests, of course, upon the 
exhibitors. The United States Government contribution is only ‘‘seed’’ money, 
But without that encouragement the participation of American business would be 
uncertain. And, in this cold war, we cannot afford uncertainties. 

No less significant have been the results achieved under the cultural presenta- 
tion program and for this, too, the President’s emergency fund provides the seed 
money. It does not pay all expenses, but it assures American artists going over- 
seas against too heavy losses. 

That Americans are uncultured, crass, material-minded barbarians is a favorite 
Communist propaganda line. On the other hand, they try to present themselves 
as devoted to the arts, to the better things of life. or years troupes of artists 
from the U. 8. S. R., and more recently from Communist China, have been sent 
abroad by their Governments to make friends and influence people for communism. 

That the Russian ballet, admittedly among the best in the world, has its roots 
in Czarist Russia is ignored. The ballet is Communist, they say. It is a potent 
argument for the Marxian line. Music, art, sports—all are grist for the Commu- 
nist mills. They exploit their artists and sportsmen as they exploit everything 
else, and they have been doing it effectively, make no mistake about that. 

These statements are borne out by no less a personality than William Randolph 
Hearst, Jr., editor in chief of the Hearst newspapers. During his recent visit to 
Soviet Russia Mr. Hearst had ample opportunity to observe the steps being 
taken by the Communists to gain support for their ideology in fields other than 
the military. Asa result, he came back to the United States determined that the 
United States should not be caught off base in this particular phase of the struggle. 
In a speech before the National Press Club he pointed out that ‘‘the western pro- 
gram for building armed strength should be widened into a more flexible and 
imaginative strategy for competitive coexistence with communism in every field 
and onevery front.” He went on to draw on some of his own observations saying, 
“While I was in Moscow I gained the impression that communism was movilg 
ahead in many fields which the present western strategy overlooks. * * * By 
inviting to Moscow picked delegations from the satellite countries and wavering 
neutrals like India they strive to convey the impression that Soviet customs are 


superior to those of the West * * * (therefore) we should seek to convey t0 
the world—to the allies, to the uncommitted countries especially, and to the 
Russians if possible—the idea that America is not only proud of its motorcar, 
its bathtubs, and other material benefits, but also of its cultural achievements. 
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The legislation under consideration here today would do much in the future to 
convince Other peoples of our interest in cultural affairs as it has done in the past. 

Under the President’s program, policies and procedures for the United States 
cultural offensive are now fully established and in active operation. As of May 
19, | am informed, 23 projects are underway. I do not propose to discuss each 
of these projects in detail, but will touch upon several by way of illustration. 

Those of you who have listened to the NBC Symphony of the Air will not be 
surprised at the success of its present tour of the Far East. At its stop in Manila, 
the Filipino newspaper, Sunday Chronicle, made mention of the Communist 
charge that the tour was a propaganda move. Said the writer * * * “if this is 
<0, then we can afford to have more of it * * * this is propaganda we would go 
out of our way to welcome * * * it is propaganda that will really sell the United 
States anywhere, be it Europe or Asia.”’ 

The orchestra’s 21-day stop in Japan was a smash hit. The New York Times 
quotes a review in the English language edition of Osaka Mainichi: “As the 
symphony was brought to the grande finale, the crowd who sat in an ecstasy of 
tonal splendor, knew no end of jolly.” 

A “Salute” to France is one of the big projects underway this year under this 
program. The chief financial burden has been assumed by private sponsors but 
the “seed’’? money from the fund is extending its scope throughout Europe and 
the Near East. The ‘‘Salute” now underway includes both music and the drama 
gs well as paintings. 

The Philadelphia Symphony Orchestra, conducted by Eugene Ormandy, opened 
the festival on May 19. Reviews in the French press used such expressions as. 
“creat music making’’, “exquisite,” ‘‘iridescent,” ‘‘ravishing.”’ 

Last week, the New York City Ballet followed upon the orchestra’s heels. 
Still to come on the “Salute” schedule is Oklahoma, and later, in conjunction 
with a Dramatic Arts Festival, performances of Medea and The Skin of Our 
Teeth. 

The 9 weeks tour of the Balkans and Mediterranean area of Porgy and Bess 
has been another cultural triumph for the United States. On the opening night 
in Zagreb, the company received 14 curtain calls, and on closing night there was 
a half-hour ovation. 

Not only in Yugoslavia, but elsewhere, this was, for many people, the first time 
they had seen Negroes. Having heard so much Communist propaganda, they 
were astounded to learn that most of the cast are college graduates. These are 
not the Negroes of Communist propaganda. Each individual member of the 
cast has been an ambassador for this country. Plied everywhere with questions, 
they are handling the situation with a dignity and intelligence of which every 


s American can be proud. 


In the sports field, the program includes tours by stars in the Pan American 
games. Three such teams have already gone out. Their success has been on the 
level of those I have just listed. 

All of the projects undertaken in this program have been planned with the 
specific interests in mind of the areas to which the traveling artists and athletes 
are sent. The projects, handled in this country by the State Department, are 
publicized overseas by the United States Information Agency. In all cases, the 
events are being used by all Agency posts in the various countries as the pucleus 
of a public information campaign to create recognition and appreciation of the 
cultural achievements of the United States. 

In my own opinion, trade fairs and cultural activities are areas of the cold war 
which the United States cannot neglect. And, as I have said, both are fields in 
which we can have full confidence of success. It is only a question of taking 
advantage of the opportunities afforded us. 

Communist goods exhibited at trade fairs have often been of inferior quality— 
but how are other peoples to know that if there are no United States exhibits to 
make the contrast clear? In the absence of first-rate western participation, the 
Communists have been winning by default. 

In the cultural field it is, again, only a question of giving these other peoples an 
opportunity to see, listen, and judge. Here, again, we have the goods. The best 
rebuttal of Communist charges is to produce them. In closing may I refer once 
more to Mr. Hearst. In the speech from which I quoted earlier he spoke words 
of great import to all of us here today: ‘One side or the other is going to win the 
battle of coexistence. It had better be our side. Everyone and everything we 
love and cherish is at stake.” 
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I urge the committee to support these tremendously impoitant activities and to 
grant the funds necessary to carry on and expand them during the coming fica) 
year. 

I would appreciate it very much, Mr. Chairman, if you would include in the 
hearing records at the conclusion of my statement some material which shows the 
tremendous response which these programs have received abroad. 

Thank you very much. 


[From the New York Journal American, Sunday, June 12, 1955] 
Arts SELL THE UNITED States Way 
EXPORT OF AMERICAN CULTURE WINS FRIENDS AROUND GLOBE 


We’re giving the world a good look at American cultural achievement, to show 
we’re not the mere materialists our enemies paint us. 

And our export of United States culture is returning big dividends in goodyill 
and appreciation of the American way of life throughout the free world 

Some samples, like Porgy and Bess and Oklahoma are uniquely American— 
as native as corn on the cob. And on a more international level, our drama, 
ballet, music and visual art match or surpass anything yet produced by Russian 
competition. 

It’s part of the United States counteroffensive against Soviet ‘cultural propa- 
ganda.” And the rave reviews and enthusiastic audience response is awakening 
Washington to the fact that exporting culture pays off. 

Before summer’s end, more Americans will have sung, danced, acted, and 
otherwise performed abroad than ever before in time of peace. 

They’re being financed in part by funds appropriated by Congress last August. 
Credit is due the American National Theater and Academy (ANTA) which is 
spearheading the State Department’s United States drive. 


Big artistic smash 
Currently the big United States artistic smash in Europe is Salute to France, 


a privately financed ANTA project which is offering Parisians the New York 
City Ballet plus top stage productions of Oklahoma, Medea, and The Skin of 
Our Teeth. 

In addition, the program for France includes the touring Philadelphia Orchestra, 
which has already scored a signal triumph, and a visual arts exhibition organized 
by the Museum of Modern Art. 

ANTA’s international exchange program calls for sending the New York 
Philharmonic Orchestra to Europe, the Ballet Theater to Latin America and 
Martha Graham’s dancers to the Orient. 

Now touring the Far East for ANTA is the American Symphony of the Air, 
the orchestra created by the now retired Arturo Toscanini. It was a sensation 
in Japan. 

United States performers have made a good impression abroad, have outshone 
closely-guarded Russians by mixing socially. 

Success of United States artists as good-will ambassadors has pointed up the 
recommendation of William Randolph Hearst, Jr., editor-in-chief of the Hearst 
Newspapers, who last February 28, on his return from Russia, urged establish- 
ment of a national planning board to “win the battle of competitive coexistence.” 


What we must do 


Noting the stress the Russians were giving to cultural propaganda outside the 
Iron Curtain, Hearst told the National Press Club in Washington: 

“The lively arts are another field wherein the commissars are operating with 
the professed intention of proving * * * that Russian achievements surpass the 
West. 

“Ballet, theater, literature—all are shaped toward aiding communism’s long- 
range scheme of world domination * * *. It is not enough for us to advocate and 
appropriate large sums for foreign military and economic aid and think we have 
met the challenge.” 

More recently, Brig. Gen. David Sarnoff of the Radio Corporation of America 
called for a competitive coexistence strategy board along similar lines. 

United States funds now available for sending performing artists abroad are 4 
mere $2,500,000. Startling contrast with Soviet expenditures is shown in figures 
of the Institute of International Education. In 1950, the Russians spent $15! 
million for cultural propaganda in France alone, with 2,000 artists touring there. 
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Current Soviet spending is at the rate of $1,500 million a year for all propaganda 
activities. 

United States performers may prove our best envoys in winning friends and 
influencing people. But this will require much more money than we’ve put up 
so far. 

i one Cairo newspaper commented on Porgy and Bess: 

“If this is propaganda, let’s have more of it.”’ 


How ANTA Got THE Batu ROLLING 


Uncle Sam’s home-grown artists are carrying Broadway lights around the world 
on a scale wider than ever before. 

Until Congress stepped in with funds to help finance American groups, export 
of United States art was carried out on a meager scale, financed by the American 
National Theater and Academy out of its own pocket. 

The current ‘‘Salute to France” now going over big in Paris is being backed by 
funds raised by an ANTA committee under Robert W. Dowling and Mrs. H. 
Alwyn Inness-Brown, president of the Greater New York Chapter. 

No Government funds were available at the time the project was launched at 
the suggestion of the French Ministry of Fine Arts last fall. 


CHARTERED IN 1935 


“Salute,” although independently financed, is now an integral part of ANTA’s 
International Exchange under impressario Robert C. Schnitzer, aided by United 
States Ambassador C. Douglas Dillon. Most of the groups appearing in Paris 
will now be sent on to other European capitals, financed, if need be, by Wash- 
ington. 

A private nonprofit organization, ANTA has been operating under congressional 
charter since 1935 for the purpose of widening interest in the theater. After a 
number of lean years, it now has a membership of 2,000 individuals and theaters 
in the United States, Hawaii and the Canal Zone. 

For the past 5 years, ANTA has expedited the exchange of performing arts 
between America and foreign countries. During that time it has sponsored 
United States participation in the Berlin Festivals of 1951—53, the Paris Festival 
of 1952, the Denmark-Hamlet Festival of 1949 and the Ballet Theater’s 1950 
European tour. 


Tue Sportine Tu1ne To Do 


Some of the best salesmen for the United States way of life have been American 
athletes sent abroad by the Amateur Athletic Union in cooperation with the State 
Department. 

Among them are 2 great Negro track stars, Mal Whitfield and Harrison Dillard, 
both 2-times Olympic champions, who got tumultuous receptions in tours of 
Africa and South America. 

Olympie diving champion Maj. Sammy Lee, an Army doctor of Korean parent- 
age, Was similarly hailed when he performed in the land of his ancestors. 

Still another goodwill athlete is the Rev. Robert Richards, the preacher who 
won the Olympie pole vault title in 1952. 

The athletes won friendship for the Unite1 States by being free and easy mixers, 
lecturing ani coaching native youngsters wherever they went. 


Napo.teon Back From EXILE 


Something like carrying coals to Newcastle, we are now exhibiting in Paris 100 
choice American-owned French paintings, drawings and prints of the 19th 
century. 

Some of them, such as this portrait of Napoleon in his Study by Jacques-Louis 
David, had not been seen in France since sortly after they were painted. 

Entitled “From David to Toulouse-Lautrec,”’ the exhibition was organized 
inder the chairmanship of William A. M. Burden, president of the Museum of 
Modern Art, at the invitation of the French Government. 

It is the second of two major exhibitions arranged as part of the Salute to 
France cultural events program. The first was American Art of the 20th Century, 
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consisting of more than 500 paintings, sculptures, prints, and other contemporary 
United States art. 

Critics and public paid tribute to the exhibition as a whole, but painting was 
something else again. 

Extremely jealous of their position as the avant-garde of modern pictorial art 
French critics swung at United States moderns as ‘‘confused, ill-defined, bedevileq 
tormented.”’ 

It was obvious that United States moderns had outmoderned the French. 





WueEN Music Broke THE IcE 


A sample of how exporting our culture can assist in cementing relations wit) 
our allies was vividly demonstrated in Iceland early this year. 

Since the establishment of United States bases on this key outpost of Atlantic 
defense, Russia and the local Communists have conducted a continuous propa- 
ganda offensive, stirring hatred of American troops stationed there. 

The Soviets strengthened their campaign with a parade of artists and intel- 
lectuals who toured the island to acquaint the population with Russian culture. 
United States-Iceland relations were at their lowest when ANTA sent famed 
violinist Isaac Stern and pianist Ervin Laszlo on concert tours, highlighting the 
works of American composers. 

Iceland’s hearts were thawed, relations have been less frigid since. 

United States Minister to Iceland John J. Muccio announced the impact of 
the recitals upon the Icelandic people was ‘‘the greatest of any to date.” 


[Washington (D, C.) Post and Times Herald, March 6, 1955] 
UnritEp States NEGROES 1N Poray Score A MILAN TRIUMPH 


By Richard L. Coe 


Mitan, Itaty.—Only a few months ago it would have been impossible to 
imagine a company of American Negroes singing from the stage of this city’s 
famed, hallowed La Scala Opera House. Now they have come, triumphed and 
had to beg off an invitation to stay over a second week. You could honestly say 
you must have seen it to believe this impressive feat. 

The production, of course, is the Hayward-Gershwin Porgy and Bess, the 
Blevins Davis-Robert Breen revival which triumphed at E Street’s National 
before acclaim in America, Europe, and Africa. The triumph of the venture 
stems from the brilliant director, Robert Breen, whose untiring vigilance with his 
company, virtually without recognized stars, has kept the ensemble at a pitch 
which has excited the Milanese. 

Milan is a worldly, industrial city which prides itself as unique. It compares, 
the Milanese will tell you, with Detroit or Pittsburgh industrially, with New 
York and Washington journalistically, with Boston intellectually [sic!] and with 
no other city on earth musically. The two performances at Teatro alla Scala 
immediately preceding Porgy were a poor ballet and a lethargic Walkuere and did 
not suggest to me the theater’s vast repute, but since they were not indicative of 
the company’s native art, I am willing to take La Scala’s name at its face value. 
So unique, indeed, is Milan, that while the rest of the world was well into Lent, 
Carnivale time was then only starting. Lent doesn’t begin here until 4 days later 
than anywhere else through the Right of St. Ambrose, whose medieval power stil! 
holds sway over subsequent calendar changes. 

But La Scala is the pride of this proud city and during the opening performance 
of Porgy and Bess, its managing director, Antonio Ghiringhelli, paced the corr!- 
dors. ‘‘Tomorrow,” he said, ‘I will be acclaimed either an idiot or a genius.” 

From II Corriere della Sera, the conservative 450,000 circulation best seller the 
length of the peninsula, to L’ Unita, the smaller, sharper voice of the Communist 
Party, all agreed that Signor Ghiringhelli is a genius. All eight performances 
were totally sold out, audience enthusiasm mounted as the run got under way 
and by week’s end the rafters were ringing. Signor Ghiringhelli, an independently 
wealthy industrialist, boosts the Government’s million-dollar subsidy to a total 
budget of $3 million. You’ll find him at the opera house all hours, night, and day. 

The Ghiringhelli patrons expect the best of the traditional works and when 
La Scala’s small-chamber theater opens next month it’s hoped Arturo Toscanin! 
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yill be conducting Falstaff. The old giant lives a few blocks from the theater, 
hut is reported unsure whether he’ll be able to stand the strain of the long per- 
formance. Toscanini or not, La Scala has a great conductor in Victor De Sabata 
and some great voices, including the Américan Maria Meneghini Callas, now 
rehearsing La Sonnebula and ignoring the Milanese complaints that the 15 
pounds she lost in America may have streamlined her figure but surely have 
marred her voice. ‘Ah, the OLD Callas!’’ they sigh around Scala Square. 

It was into such a world as this that Porgy and Bess made its bow after several 
vears of prodding by Riccardo Malipiero, the distinguished Milan composer and 
critic who contributed an essay on Gershwin to the opera’s official program. 

It is not. the custom to applaud during performances and on opening night, 
during the single intermission, even old hands weren’t sure what the final verdict 
vould be. But expectant silence greeted every note and as the final curtains 
closed, cheers rang from the top of the 6-tiered 2,700-seat theater where the fans 
had made up their minds no matter what the official claquer had decided after a 
fairly unfruitful call on Director Breen a few hours before performance time. 

By the time the Milanese had digested a couple of performances, their attentive 
silences had warmed to bursts of applause after particular favorites. Summertime 
took a leap at Riccordi’s dischi shop (yes, the firm’s in records, too) and casual 
walks through the streets by the players became such parades that it took hours 
for the affable American ‘‘ambassadors” to make the most casual trip. I watched 
sme having their sleeves plucked in the church of Maria delle Grazie, whose 
refectory walls boast da Vinci’s The Last Supper. 

This diplomatic role, of course, is at least half of the Porgy and Bess cast’s 
assignment. Anyone who wonders if the State Department’s gathering interest 
in promoting American artists abroad is worth the trouble can find the answer 
only by watching the trick at work. It’s downright thrilling. 

The Milanese, for instance, being on the one hand rich and conservative and 
on the other poor and generally involved in industry, look with some dismay on 
the United States of America as being strong, perhaps, and somehow barbaric, 
insensitive and juvenile at best. 

In the most brilliantly penetrating of all reviews, L’Unita’s able Rubens 
Tedeschi could find no answer to his chief criticism that Negroes are down- 
trodden in America. All Milan could see they were not; were, on the contrary 
well-schooled artists, fashionable clothes-horses with courteous manners and 
straightforward charm. Signor Tedeschi wound up by concluding “here is a 
masterwork of the lyric theater.” 

Nonperformance assignments are endless, quite apart from the usual theater 
page interviews, etc. La Scala itself tossed a posh opening night party, attended 
by everyone from Countess Wally Toscanini to the visiting Paulette Goddard, 
who quite rightly described the high-fashion, bejeweled crowd (all in full evening 
dress) as ‘‘ineredibly old-fashioned. I didn’t think people did this any more.” 
The next night the American consul general and Mrs. Paul Tenney gave a 
reception, far less swank but packed and incredibly warmed by impromptu 
entertainment from the cast. 

High point in extracurricular activities was the evening presented by the 
Cireolo della Stampa, a club headed by press but to which intellectuals from all 
walks of life belong. It’s in a fantastic palazzo which once Napoleon called home. 
A few steps from his bedroom is a ballroom in marble, gold, and glass, whose 
travagant setting provided a fantastic visual harmony to the pure, simple 
melodie line of Soprano Marha Flowers’ spiritual, Let Us Break Bread. 

Miss Flowers began her program with Bach’s Bist Du Bei Mir, an aria from 
Puccini (Andrea Chenier) wherein her Italian instantly scored and then went 
on to two more languages and cheers for her delicate interpretations. Then 
leVern Hutcherson took over and his audience blew off the roof over his songs 
fom Porgy and Show Boat. 

Thanks to Director Breen’s insistence that the production be safeguarded 
ainst illnesses and unforeseeable fates, there are alternates in all the leads: Gloria 
Davy, Miss Flowers and Fredye Marshall alternating as Bess, Mr. Hutcherson, 

elie Scott and Irving Barnes as Porgy. Lorenzo Fuller, Joseph Attles and Earl 
Jackson are the Sportin’ Lifes and John McCurry and Paul Harris share Crown. 

his, too, has made a tremendous impression on the Milanese, who have the 
feeling, rightfully, that America is flowing with rich, finely trained voices, 

But the final salute to the production, so generously established by Co-roducer 

avis, came from La Scala’s own management. Never having booked a full week 
of performance for any one thing, let alone never before an American company, 

4 Scala pleaded to extend the run another week. But Genoa is next, then 
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Florence and Rome, so Milan, used to getting its own way musically, m 
Americans can be proud of this much-traveled, wildly admired ogeyland fen 


[New York Times, January 2] 
Tue Dance: DipLtomacy—Limon Makes Conquest 1N Soutn America 
By John Martin 


The reports are now in on the recent experiment of the State Department in 
sponsoring Jose Limon and his company on a brief South American tour, as the 
first undertaking of its new international exchange program, administered by 
ANTA, and we can all heave a great sigh of relief. It was a roaring success, both 
artistically and diplomatically. , 

If such results may have seemed assured in advance to many who have known 
Mr. Limon’s art and placed a high estimate on it, they were not so by any means 
To send a Mexican-born dancer with a Spanish name into the southern continent 
may look, at a quick glance, like a sure thing. But Mr. Limon himself say jp 
advance that just the reverse was the case with him, and he had hardly put foot on 
foreign soil before be began his campaign of correction. Though he spoke Spanish 
which was a great help, he announced loudly and firmly that he knew rothing of 
the Spanish dance, and could not do a zapateado or a farucca if his life depended 
on it. Indeed, he could not even do a jarabe, for he left Mexico in infancy, was 
educated in North America, thought like a North American, and worked in the 
so-called modern dance, which had come to life in North America and was one of 
its most thoroughly indigenous art forms. 

Whether this preparatory exposition would prove sufficient, nobody could 
possibly know; only the performances themselves would tell the story. To open 
the first program, he chose something that would be a simple, direct and uncom- 
promising statement of artistic approach and vocabulary, the Variatiors and 
Conclusion from Doris Humphrey’s New Dance with music by Wallingford 
Riegger. If they did not like it, it was too bad, but at least the fundamental 
issues would be clarified. 

SUCCESS ALL AROUND 


They liked it; they loved it; and, from this point on, everything was clear 
sailing. 

This was in Rio, and for the entire week the huge theater was packed with 
enthusiastic spectators, and the critical reviews were not only equally enthusiastic 
but extraordinarily perceptive. In Sao Paulo, things started less well, for there 
had been less advance buildup, for some reason; but the critical response was just 
as warm and by the end of the week the box office was turning them away. In 
Montevideo it was another sell-out from start to finish, and another critical success. 
By the end of this third week, the company had invitations to visit virtually 
every country from Spain to Iceland. If the State Department has its way, most 
of the invitations will be accepted, beginning next fall. 


DIFFERENCES OF RESPONSE 


In the main, the entire repertoire of 14 works fared excellently, but reactions 
below the Equator were different in many instances from those above it. The 
most popular number by all odds was the Vivaldi Concerto, an old work by Mr. 
Limon, which he has come to classify as “early” and performs only occasionally. 
It was demanded on all programs; which might have been discouraging except 
that Miss Humphrey’s Night Spell, a by no means “early”? composition, to 4 
string quartet by Priaulx Rainier, was almost as eagerly received. On the nega- 
tive side, Miss Humphrev’s Day on Earth, to Aaron Copland’s piano sonata, 
was considered grim and drab, and her satirically idiotic Story of Mankind 
aroused no more vigorous reaction than a few mild smiles. 

Mr. Timon’s diagnoses of all these responses seem completely sound. On the 
company’s visits to Mexico several years ago, Day on Earth had been one of its 
greatest successes. Its taut, spare statement of emotion had been easily accep 
able to a public familiar with the paintings of Orozco, for example, which grew 
out of their own background and experience; but in the South American citle, 
with a strongly European color to their culture, and a perhaps generally baroqlt 
tinge to their arts, the situation was totally different. As for Story of Mankind, 
it is surély a dependable rule to work on that humor is not exportable. The 
exceptions are too few to justify the attempt. 
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Interestingly enough, Mr. Limon did not alter his programs to remove the less 


popular works or to repeat the more popular ones. He felt that both the spec- 
tators and the works should have further opportunities to know each other. And 
apparently there were no complaints whatever. | 5 
“Whether the arts are invariably and indiscriminately good ambassadors of inter- 
national amity is open to question, and it is also debatable whether political utility 
is a legitimate demand to make of art. Nevertheless, here was one instance where 
overvthing worked together for good, and we all have cause to be grateful that 
we have Mr. Limon around. Happily, he and his company are now a national 
institution. 


From: Tokyo. 

To: Secretary of State. 
No. 2825, May 4. 

For IES. 

Pass information USIA. 

Symphony of the Air opening performance last night outstanding success. 
Orchestra played to overflowing house; estimated attendance 2,800. Audience 
included Crown Prince, other members Imperial household, prominent Japanese 
Government, industrial, and cultural leaders; Diplomatic Corps in Tokyo well 
represented by several Ambassadors. Ranking American Embassy officers from 
Ambassador down also in attendance, many with small parties influential Japanese. 

Audience reaction to performance especially cordial. Ovation given orchestra 
comparable, if not superior, that accorded only few musical visitors to Japan in 
last 3 years. Response certainly superior that ever accorded Japanese Symphony 
Orchestra. Applause at conclusion performance lasted 6 minutes requiring 4 
curtain calls for Hendl. 

Following performance, Public Affairs Officer invited select group leading 
American, Japanese to buffet supper also attended by Gillis, Hendl, Concert 
Master Guillett, and other orchestra officials. 

Will report newspaper music reviews as soon as available. If published views 
reflect audience interest and informal observations by critics, can expect exceed- 
ingly favorable comment. Newspapers and critics have previously stated visit 
to Japan by orchestra to be most outstanding event in Japanese musical history. 
Last night’s performance confirms anticipated reactions. 

Second performance May 4 honoring educational exchange program. Leading 
university presidents, professors, cultural leaders will be attending Fulbright 
Night at the Symphony of the Air. 

Will submit spot reports following first few concerts and then summarize visit 
in overall dispatch. 

ALLISON. 


UNCLASSIFIED 
From: Tokyo. Control: 6902 
To: Secretary of State. Received May 13, 1955 

No. 2927, May 13. 8:09 a. m. 
For: IES. Pass info to USIA. 

_As of this date, Symphony of Air has played Nagoya, Osaka, Kyoto, and last 
night at Hiroshima. Reports from latter city not yet available. Regional 
PAOS from first three cities report orchestra was tremendous success their cities. 
Orchestra playing to standing room, being accorded tremendous ovations. 
on BE OY & Mainchi following lead from Tokyo paper began review as follows: 
‘The long-awaited concert turned the hall into a place of deep emotion. The 
dream of our musie fans to hear the world’s best symphony orchestra was finally 
realized with the Symphony of the Air * * *.’’ Nagova Chubu Nippon, largest 
independent newspaper central Japan, fourth largest all of Japan, also referred 
to orchestra as ‘the world’s best symphony orchestra’ and likened Piston’s 
The Ineredible Flutist to a seven colored rainbow. Their reviewer touched on 
Importance of music in development of international understanding as follows: 
“Members of the audience forgot for the moment their social status. They 
forgot their nationalities and racial differences. Their hearts all merged and 
converged on the universal beauty of music. Music is the solace for human 
beings in this world * * * Music is really an excellent bridge to transport the 
friendly feelings of nations.”’ 

Nagoya Asahi forgetting restraint of Tokyo office comments on performance 
as “the music of the century” and Nagoya’s good fortune in being able “‘to enjoy 
the world’s best music.” 
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Even smaller provincial papers nearby Nagoya stimulate to write on concert 
Kinki Times states ‘the rendition of Beethoven’s overture Leonore, Wagner's 
— and Isolde must be considered the most splendid music heard in this 
country. 

Toyohashi newspaper -reviewer states has neard Heifetz and Kreisler, seen 
Russian Ballet, but “I don’t believe there have been any musicians from abroad 
who ever so successfully grasped the heartstrings of the Japanese people as did 
the Symphony of Air on May 6.” 

Newspaper reviews on Osaka performances not yet received in exchange branch 
KobeNao reporting on Osaka and Kyoto performances, however, goes all out in 
indicating Japanese reaction. States orchestra has made a “fabulous impact” 
his area. Further states many influential Japanese commenting to him that 
orchestra appearance has boosted prestige of United States higher than ever 
before, and that periodical appearance in Japan of such cultural groups would 
have great influence on Japanese attitude United States. Accepting fact this is 
oversimplification of binational problems involved, there is little doubt, however. 
pe 2 performances in Osaka and 1 in Kyoto have had great impact on Japanese 
that area. 

Difficult to summarize rationally overall impact orchestra making. Japanese 
have been stimulated and inspired by orchestra visit beyond anything ever 
accorded foreign visitors to a country long known for hospitable reception visiting 
artists. Wherever orchestra visits, have been heavy press play, great crowds, 
mobbed queues, ovations, and thundering applause. Regional PACS all agreed 
performances are “‘A shot in the arm” to them and their programs. They state 
that influential Japanese who have been difficult to contact are commenting to 
them with praise of orchestra and certainly different views United States culture. 

Departrent-USIA assistance re representation funds and ticket distribution 
plan as proposed by exchange branch contributed tremendously to effective pro- 
motion here this venture. 

ALLISON, 


UNCLASSIFIED 
From: Tokyo. Control: 2999 
To: Secretary of State. Received: May 6, 1955 
No. 2838, May 6. 7:03 a. m, 
For IES. 


Second and third concert of symphony of the air repeated brilliant success of 
first performance; response to third exceeded loud ovation given opening night 
and required two encores. Encores rarely performed at symphony concerts in 
Japan. Second encore Stars and Stripes Forever received with enthusiastic 
shouting for additional encores along with thundering applause. Audience left 
only after Conductor Hendl having taken—curtain calls finally appeared to 
thank audience and state performance was concluded. With encores and extended 
applause, third concert lasted full half hour longer than first two. 

Reviews now appearing Japanese newspapers exceptionally and emotionally 
laudatory. Mainichi as sponsor of course leading all other newspapers with 
unqualified praise. Kosaku Y Amada, distinguished elder Japanese composer- 
conductor long identified with promoting western symphonic music in Japan, 
served as guest reviewer for Mainichi. His review includes following statements: 
‘May 3, 1955, will be a day never to be forgotten in Japanese musical history * * *. 
My eyes were blurred with tears of deep feeling * * *. It seems to us musi¢ 
lovers, as if we have been waiting these many years just for this night to hear the 
symphony unsurpassed in richness of power, in force, in freedom of style and 
reservedness * * *, All through the concert I kept on saying to myself, ‘Ah, 
this is the real thing.’’’ Yamada’s review contains only one brief qualified refer- 
ence to loudness and slight lack of harmony between conductor and members 
which he excuses due to shortage of rest and practice after difficult journey to 
Japan. : 

As anticipated Asahi printed somewhat qualified and restrained review. Under 
title ‘“Well-Organized Performance” Asahi review emphasizes “The solid sound 
of each string group is wonderful * * *. Various instruments are well unl 
fied * * *, No sagging in the performance.’’ Refers to fact that although 
conducting “was clear * * * and understandable,”’ conductor did not realize 
his aims. Review concludes with statement that ‘‘We should welcome them with 
sympathy and may well clap our hands at their well-organized performance. 

Tokyo Shimbu review highly favorable. Refers to fact that performance 
confirms all that has been said of ‘“‘Great American orchestras, especially © 
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\BC and of Boston.”” Review goes on to state ‘‘What has produced this power 
and mechanism are fine abilities of members, excellent musical instruments, but 
above all, there is hard and strict training which has beautifully organized the 
individual talents.’”’ Critie offers slight qualified criticism on performance of 
Rrahms Symphony which concluded opening night. 

English language Asahi Evening News review also favorable. No review yet 
fom English language Nippon Times. Their reviewer characterized by studied 
literary approach to musical criticism. Expect their review within next few 
days. Japanese language Yomiuri critic has indicated his review ready for publi- 
cation probably by May 7. Yomiuri review being prepared by Hidekazu Yo- 
shida to show IES provided voluntary assistance in visit to United States 1 year 
ao, Following second performance Hendl and Gillis visited Mainichi building 
where 2,500 students had lined up starting early that day for 2,600 tickets to 
special student concert on May 16 which were to go on sale next morning. Stu- 
dents were camping on sidewalk around building, playing cards, drinking tea, 
singing songs throughout the night. Gillis and Hendl joined in activities, prac- 
tically being mobbed when started autographing for students. By next morning 
when tickets went on sale gathering was estimated from 5,000 to 8,000. Three 
thousand students failing to get tickets signed petition requesting extra student 
performance. 

Mainichi, for practically 1 week has loaded paper with feature articles, reviews 
aud pictures; first page stories each day. Other newspapers following suit, ob- 
viously with somewhat less enthusiasm for competitor sponsored project. 

Orchestra left Tokyo this morning for visits to other cities. Will return on 
May 16. 

Without question this is greatest American cultural attraction ever to visit 
Japan. 

ALLISON, 


UNCLASSIFIED 
From: Tokyo. Control: 12116 
To: Secretary of State. Received May 24, 1955 
No.: 3029, May 24. 5:14 a. m. 
For: IES. 
Pass info to USIA. 

More than 20,000 people crowded Korakuen Stadium last night for open air 
concert by Symphony of the Air. From specially constructed stage in midfield 
orchestra thrilled audience, which included Crown Prince and other dignitaries. 
Program especially tailored for occasion and theme of mutual understanding 
featured Hendl; Johnson and Gillis conducting own composition as well as musie 
by Japanese composer. Final number was Beethoven’s Fifth which was played 
by combined Japanese NHK Symphony and Symphony of the Air orchestra, 
tumbering 180 pieces. Ovation given was directed not only at musical perform- 
ance but believe as well at symbolism involved in Japanese and American musicians 
sitting side by side in first such mass concert approach. Performance televised 
to countless thousands of other Japanese. 

Concert in cities not previously reported to Washington met with overwhelm- 
ing response. Hiroshima, Fukuoka, Sendai, Yokohama, and Shizuoka all indi- 
cate great impact. Orchestra member indicates that on leaving Shizuoka it 
appeared that half the city had come to the train to see orchestra depart. Last 
symphony orchestra gave special children’s outdoor performance in Hibiya Park 
(0 5,000 youngsters who paid 100 yen for tickets. 

_ All reports sent Washington to date have emphasized quality of musical per- 
lormances and ovations provided performances. Visit has been tremendous 
success, however, because in addition that individual members have, with 1 or 2 
exceptions, conducted selves in excellent manner. Inspired by response far 
beyond what members state they ever received in United States or through pos- 
‘ible overseas, members have reacted wonderfully. In 21 days in Japan orchestra 
gave 19 performances and 2 rehearsals open to public. On certain days have 
given both afternoon and evening concerts. Hendl has lectured at Cultural 
Venter; small ensembles have played before university audiences; members have 
et with counterpart Japanese musicians for individual reasons and discussions. 
Public conduct by members has been exemplary with unstudied but intuitively 
proper attitudes; members have met exhausting demands time after time with 
extra effort required, notwithstanding that difficult schedule has had on 1 occa- 
‘ion 3 members of orchestra under medical care. Significance their visit to 
Japan has been captured by AP story in today’s Nippon Times which headlines, 
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“A Nation Falls for 94 Men” “Symphony of the Air Has Proven Smash Hit” 
Lead sentence reads: “Japan has fallen for 94 men, and the feeling is mutual.” 

Cannot help but wish department had approved embassy recommendation ¢o 
bring orchestra back for 2 weeks following Manila. Return visit could have 
saturated Japan with United States cultural accomplishment. 

Orchestra giving final performance today; leaving for Korea tomorrow. 

Have compiled several books of press clippings which will be air pouched 
tomorrow. 


MEJ POS/33. 
Notrre.—Received in DC/T AS WI ROM. 


Allison. 


“Porey”’ Der.icHts BELGRADE Crowp—CaTFIsH ALLEY RESIDENTS ARE Srrpy 
BEN 
’ 7 _ 1 
As Goop WiLL Envoys—OPpENING Is FESTIVE 


By Jack Raymond, special to the New York Times 


BELGRADE, YUGOSLAVIA, December 16.—The greatness of Porgy and Bess was 
illustrated again tonight, this time before an audience at the National Theater 
that demanded 13 curtain calls. 

But this is not the only point that must be made; it can no longer be doubted 
7 the touring residents of Catfish Alley constitute America’s top Ambassador 
at Large. 

One Communist said here, ““This is more than money and easier to take than 
political tracts.’”” He was not referring only to the stage performance. There are 
some 70 Negro Americans in this Balkan capital. 

The Serbs have been making overtures to these Americans since they arrived 
from a 3-day success in Zagreb. Crowds follow the artists wherever they go, 
and to watch the members of the cast striking up friendships everywhere is some- 
thing to report home. 

The Blevins Davis-Robert Breen production has been taking on these cultural 
missions under State Department sponsorship for more than 2 years. It has 
played in the major capitals of Western Europe with repeated success. The open- 
ing tonight inaugurated a tour of Yugoslavia, Greece, and Egypt, and possibly 
other Mediterranean countries. 

Le Vern Hutcherson sang Porgy, Gloria Davy sang Bess, and Larry Fuller 
played Sportin’ Life. The musical director was Alexander Smallens, who has 
conducted more than 3,000 performanes of Porgy and Bess since the DuBose 
and Dorothy Heyward play Porgy, was put to music by the Gershwins. Mrs. 
Ira Gershwin, who is accompanying the cast on its present tour, was in the audi- 
ence. 

Many Yugoslav Government dignitaries and foreign diplomats were invited to 
the performance by United States Ambassador James W. Riddleberger, who gave 
a reception afterward. 

The reviews here will not appear until Saturday’s paper but Arsa Stefanovic, 
cultural section editor of Borba, official newspaper of the Socialist Workers 
Alliance, had this to say: 

“Tt is clear why this has remained so long on the stage. It is not merely a 
matter of style. Its potency is rare in modern as well as classical musical art. 


[The New York Times, Thursday, June 2, 1955] 


Sympuony or Arr Is Hearp IN TarpEr—CuIAne, Wire, AMona 7,000 ar Concert 
IN Far East Tour or UNirep Srates ORCHESTRA 


Special to the New York Times 


Tarret, Formosa, June 1.—Generalissimo and Mme. Chiang Kai-shek and all 
official Taipei turned out tonight at the Armed Forces Stadium here for a concert 
by the Symphony of the Air. 

The performance was a major social and artistic event of the year in Formosa 
and also another triumph for the orchestra, which is on a Far Eastern tour 4& 
cultural envoy of the United States. 

Seven thousand persons filled the stadium and gave a standing ovation to the 
orchestra at the end of a 2-hour program. Both during intermission and at the 
end of the concert, Generalissimo Chiang and members of his Cabinet shook 
hands with the musicians, congratulating and thanking them. 
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The concert, 24th in the well-filled schedule of the symphony since its departure 
fom New York in Ane was sponsored by Mme. Chiang and her Chinese Wo-~- 
nen’s Antiaggression League as a benefit. 

Conducted by Thor Johnson, regular director of the Cincinnati Symphony 
Orchestra, the former Toscanini group went effortlessly through a fairly easy 
program, of which Beethoven’s Seventh Symphony was the highlight. The 
American offering was Gershwin’s Rhapsody in Blue, in which the soloist, Joseph 
kahn, struggled bravely with an ill-tuned Japanese piano. 

w The rest of the program consisted of Mozart’s Overture to the Magic Flute, 
Debussy’s nocturnes Nuages and Fetes, Rimsky-Korsakoff’s Caprice EKspagnole 
and, as an encore, Von Weber’s Overture to Oberon. 

The orchestra, whose tour is sponsored by the American National Theater 
and Academy and the State Department, leaves for Manila tomorrow, 


THE Wor.tp or Music: EMISSARIES 
[New York Times, January 9, 1955] 


sTERN AND LASZLO PLAY IN ICELAND ON MISSION FOR U. 8S. GOVERNMENT 
By Ross Parmenter 


Iceland is not exactly on the international concert artists’ regular circuit. That 
two of America’s most gifted young virtuosos, Isaac Stern, violinist, and Ervin 
Laszlo, pianist, should have converged on the island simultaneously last week was 
therefore an unusual occurrence. 

There was an element of the accidental in their taking off in the same plane 
and in their each playing three concerts on the island in the same week. But 
there was nothing fortuitous about their going in tbe first place. They were 
fown there by the State Department. 

The Soviet Union, it seems, has been impressing the people of Iceland with the 
musical artists it has been sending there. The visits of Stern and Laszlo were 
part of this country’s cultural counteroffensive in a vital area. It is part of a 
plan to show the Icelanders that we can produce more than garrison soldiers. 

The violinist and pianist wound up in Iceland at the same time because last 
week happened to be one in which free spaces in their schedules coincided. It 
was to have been Mr, Stern’s vacation, which he sacrificed thereby, and it suited 
Mr. Laszlo because it gave him a free hop part way over to Europe, where he was 
going anyway. 

Mr. Laszlo will extend his overseas tour on behalf of this country by going to 
play under State Department auspices in Egypt, Turkey, Yugoslavia, Lebanon, 
Syria, Israel, and Greece. To outward appearances, though, the hand of the 
State Department will be little in evidence, for this cultural counteroffensive is 
being waged under the title of the “International Exchange Program’’ of the 
organization that is administering it, the American National Theater and 
Academy. The program was launched last September, Earlier moves in it sent 
José Limon and his dance company to South America and “Porgy and Bess’’ to 
Yugoslavia. Musicians are going to bulk still larger in the program in the future. 
One of the plans is for a tour of Japan and strategic areas of the Far East by the 
Symphony of the Air, the orchestra developed by Arturo Toscanini for NBC, 


{New York Times, January 23, 1955] 
CULTURAL MISSION IN ICELAND 
By Isaac Stern, American Violinist 


Ten years ago I played in Iceland for the first time. My accompanist, Alex- 
ander Zakin, and I were then in uniform, Our tour had been arranged by the 
USO, and we were to play for the troops. 

Two weeks ago we boarded an Army plane; our destination again was Iceland. 
But this time we wore no uniforms. We were to give concerts mostly for civilians, 
natives of Iceland. 

Since Iceland is not on most concert itineraries, it was one of the few countries 
where §S. Hurok, my manager, had not arranged an appearance for us. Around 
last Christmas, however, Mr. Hurok engaged me in a phone call. 
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He explained that at the request of the State Department the American 
National Theater and Academy (ANTA) had recently set up an internationg| 
exchange program to send artists and groups abroad. Some of the members of 
the Music Society in Reykjavik remembered us from our last visit and had 
invited us to return. How about it? 

We had just returned from a round-the-world trip. Getting back on a plane 
and spending Christmas week in Iceland was about the last thing in the world 
we wanted to do. So we said “Yes.” 

It may be that ANTA had in mind the recent visit to Iceland of a Russian 
delegation of musicians and dancers. This troupe not only had given formal 
concerts but also had gone out of its way to make friends. The pianist and 
’cellist, for example, had traveled from village to village and invited local chamber 
— enthusiasts to join them in performances. You can imagine the hit they 
made. 

The night of our arrival we played at the civilian club of the Keflavik Air 
Base. Service in the adjoining dining room stopped at 8:15 and the jukeboxes 
were turned off for a few hours as we played for an audience of American soldiers 
and their wives stationed near the top of the world. 

Our concert-in Reykjavik was given in the biggest movie house. As in so 
many American cities with a population of about 50,000, the movie house be- 
comes the concert hall. The theater, a simple, clean, modern building, seated 
850. We had to perform our program twice, since the number of subscribers 
was double the theater’s capacity. 


MUSIC LIFE 


Recitals, we later learned, are but one facet of Reykjavik’s musical life. In 
addition to local string quartets and other chamber music societies, there is a 
national symphony orchestra, which recently strengthened its ranks with several 
brass and woodwind players from Austria and Germany. The orchestra also 
plays for opera performances in the National Opera House. 

The National Opera House, like the movie theater, was new and modern. It 
seated about 650. Here I played the Mendelssohn E-minor Concerto on a pro- 
gram conducted by Robert A. Ottoson that also included Mozart’s Impresario 
Overture and Schumann’s Fourth Symphony. 

We were not the only American musicians who had appeared in Iceland. 
Blanche Thebom had given a concert there; so had the Philadelphia Woodwind 
Quintet; and on our plane was Ervin Laszlo, who stopped off, en route to Europe, 
to give a piano recital. 

We had a free day between the last recital and the orchestral concert. We 
asked if we could play and speak to the students of the University of Reykjavik. 
An announcement was made over the state radio, and the next day the small 
room (capacity 350) in which we spoke was jammed. 

Shy at first, the students soon were asking questions in English very much like 
those we had heard from students in schools all over America: What is the value 
of music? How do we choose our programs? Do audiences differ around the 
world? Why do we play modern music? And so on. 


LANGUAGE OF ARTS 


In the decade between our visits to Iceland we had given concerts around the 
world and had seen potential friends of the United States alienated by the nations 
material wealth. The language of the arts, which could create better under- 
standing, was being ignored by our country in areas where music, painting and 
literature were regarded more highly than refrigerators and automobiles 4s 
evidence of civilization. 

We learned in Iceland once more that music can bring peoples closer together. 
Our experience there was only a smal! segment of the important work being done 
by the international exchange program. The Porgy and Bess troupe, sponsored 
by the program, has just scored a huge success abroad. Europe is looking 
forward to another visit of the Philadelphia Orchestra under Eugene Ormandy. 

All this is a language readily understood everywhere. I trust we may continue 
to speak it eloquently. 

[Mr. Stern’s gesture as a cultural ambassador to Iceland was supplemented 
by his action in contributing the proceeds of his concerts to the university for 
the establishment of a music library and music room— Ed:tor.] 
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{The New York Times, Wednesday, December 22, 1954] 
Special to the New York Times 


YvcosLtavs Since Praise or ‘Porey’’—-Unitep States Troupe Earns 
GRATITUDE AND AFFECTION OF NaTION IN 1-WEEK STAND 


BELGRADE, YuGostav1a, December 21—All of Yugoslavia is singing today. 
The workers and the peasants are singing. The Communist officials, the man in 
the street, the students, all are singing the songs of George Gershwin and the 
praises of the cast of the folk opera, Porgy and Bess, which left this truly heart- 
broken country this morning. 

All of the warm emotion of the Slav character welled up in joyous affection for 
the 70 Negroes who came here a week ago and did more than put on shows in 
Zagred and Belgrade. They made America and her people better known and 
appreciated. And the United States Government, itself, shared in Yugoslav 
thanks for making it possible, reaping more expressions of gratitude then ever 
were extended for military and economic aid sent here. 

“The publie of Belgrade will regret that this talented group of artists will not 
stay longer in our country,” declared Borba, the official newspaper. “It will 
undoubtedly desire visits of such artists to be as frequent as possible.” 

A prominent Belgrade composer composed a song “‘to express my joy’ and a 
voung girl waited at the stage entrance on Saturday night to give a gift of thanks 
to Mrs. Ira Gershwin, wife of the brother-collaborator of the late composer. It 
was a silver filigree bracelet that must have meant much to the girl. 

Devoid of crude propaganda efforts, the presentation of life on Catfish Row 
startled Yugoslavs with its honesty. They responded as one governmental official 
put it, ‘with the observation that only a psychologically mature people could 
have placed this on the stage.” 

With charm and grace, members of the cast created new perspectives here for 
a Communist-led people sensitive to reports of American race prejudice and 
exploitation. These were conveyed through an extraordinary number of offstage 
personal contacts. Artists showed themselves everywhere, on streets, in places 
of entertainment, hotels, and in private homes, where many questions were 
bluntly asked and honestly answered. 

When the curtain rang down on the final performance, the packed house 
stayed for 20 minutes. There were more than 20 curtain calls. The cast gathered 
before the footlights and sang ‘‘Auld Lang Syne,”’ while flowers showered down 
upon them from eestatic youth literally hanging from the rafters. 

The cast received hundreds of letters. Many citizens handed them notes as 
they walked in streets. These were written in Serbian and crude English, all 
expressing thanks and appealing for an extended run. 

Many were from peasants who had come from nearby villages, where they had 
heard the opening night performance on the radio. 

One girl fell in love with a member of the cast and appealed to the American 
consulate for a visa. The weekend was a Serbian Orthodox saint day. Many of 
the cast were invited to “Slava” celebrations of new-found friends. One sports- 
minded resident suggested that it would be nice to have the Harlem Globe Trot- 
ters basketball team invited to Yugoslavia. 

_After the opening night in Belgrade on Thursday, James W. Riddleberger, the 
United States Ambassador, gave a huge reception. For more than an hour, mem- 
bers of the cast sang Negro spirituals and Christmas carols. Last night, Borba 
gave a reception and again the tired, but willing artists sang. 

Most Yugoslavs had never seen American Negroes before. The people gaped 

at them in streets, particularly the six-foot-six John McCurrie who plays Crown. 
Always in good humor, members of the cast accepted the simple curiosity of local 
residents, exchanged repartee in pigeon English and Serbian and soon there were 
impromptu gatherings. 
_Not the least impressive characteristic of the cast for the Yugoslavs here was 
that so many of them had college and university degrees or had spent many years 
in professional education in music and drama schools. When the special train left 
en — this morning many of the Yugoslavs went to see off their new- 
lound friends. 

On the train, incidentally, was a young Yugoslav stage design technician. He 
had been so helpful that he was invited to come along for a few weeks as this show’s 
own contribution to American point 4 technical assistance. He was praised 
highly by the director of the cast and he will be paid an American salary. The 
Yugoslav Government facilitated this by issuing a passport within 24 hours. 
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[Translation of an article appearing in Al Gamhuria, January 13, 1955] 


FEELINGS * * * Poray AND BEsS AND THE EGYPTIAN FELLAHEEN 


“The Negro American opera company Porgy and Bess visiting Egypt at the 
moment is not ordinary opera company. Its visit and its opera do not stand in 
the same light as those with which the Opera house contracts every year. In my 
opinion, this company is distinguished in many things, the most important among 
them is the way it portrays the life, the feelings, and the suffering of the American 
Negroes as they live in the States. 

“The community in their joy, in their ordinary life, in their many sufferings 
in their many and complicated problems, and their outlook on them, In their 
hopes in life. In their despair that fills their hearts with bitterness. The opera 
portrays the community in a realistic and comprehensive manner. You listen to 
internationally famous operas, You listen to individual voices, feelings, and sing- 
ing. But you leave this opera and you have seen life in itself. Life of a com- 
munity that loves life and is struggling for it. Being hit by misfortune and reveling 
in their joy. 

“This type of art develops amidst people who have seen much suffering, and 
pain uniting them together, whose past brings them together also and whose 
combined dreams make their future.”’ 

Ete., ete. 


[Translated from Al Ahram, January 5, 1955] 
NEGRO SCREAMS ON THE STAGE OF THE OPERA HOUSE 


Laughter and tears, dancing and singing, a life filled with poverty and hunger. 
The storms wreck their ships * * *. An innocent poor American Negro com- 
munity, with love, loyalty, and cooperation in it. As in most every other commu- 
nity it also has its thief, drug trafficker, criminal, and the wife seducer. 

The American Negro opera now called Porgy and Bess has interpreted this 
living community into music that portrays the suffering, poverty, hardship, and 
discrimination that is the lot of the Negroes in America. 

This magnificent story portraying a Negro community is superbly produced 
and orchestrated. The singing is only surpassed by the very talented acting 
which combine to make this a work of art. The stage is crowded with tens of 
actors and actresses singing and dancing, with the music rising to a tremendous 
crescendo and then falling to a whisper. Feet and hands go through the motions 
of the dance in perfect unison and poise. The audience is swept up and shows 
its appreciation in thunderous applause to this beautifully executed portrayal of 
life with its beauty and vice, love and hatred, good and evil * * * laughter and 
tears * * *. 

(With 6 paragraphs of details.) 


NEWS ON PORGY AND BESS 


Taxi drivers in Washington refused to carry casts of Porgy and Bess in their 
cabs, thus obliging them to walk for miles to a restaurant that accepted to admit 
Negroes. 

Negroes attach great importance and significance to the recent ruling of the 
American Supreme Court giving the equal right to education to both whites 
and Negroes. 

The Negro operatic group includes several white ladies with it, but they are 
all of Negro extract. 


[The Egyptian Gazette, January 3, 1955] 


Poray AND Brss WELL PrRopUCED AND INTERPRETED 


Porgy and Bess. All last week these words were the topic of conversation in 
Alexandria’s musical circles. 

Porgy and Bess? 

We’ve heard the name because it’s the music of George Gershwin. And every- 
one in Egypt knows that he wrote the music of Rhapsody in Blue, and Concerto 
in F, among others. But who is the person or persons responsible for foisting this 
American opera on this cosmopolitan city for an opening performance on New 
Year’s Eve? 
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We've had the world’s finest opera and comedy companies, the world’s greatest 
soloists—instrumental and singing—but never have we known anyone succeed in 
attracting an audience on New Year’s Eve. What stupidity on the part of the 
organizers. But we'll go. Yes, we'll go just out of curiosity. 

And so they went. The Mohamed Aly Theater was packed to capacity, while 
hundreds were turned away on New Year’s Eve for the premiere of Porgy and 
Bess. But, the majority of them were just curious to see and hear what there was 
about this company of American Negroes, who could capture America, Canada, 
Britain, and Europe on audiences; and also retain its popularity for 3 years with 
the same artists giving the same opera. 


ENTHRALLED 


To say that they went away enthralled is to use a very mild term. Porgy and 
Bess simply captivated the audience, who insisted on many curtain calls—and 
this in Alexandria, noted for its coldness where the theater is concerned. 

(Followed by column and a half of details regarding music, etc.) 


[The Saturday Evening Post, April 30, 1955] 
I Must Apmit—Rvussi1an ATHLETES ARE GREAT! 


By Avery Brundage, President of the International Olympic Committee 


A famous American sportsman reports what he saw inside Russia 
during an inspection of the Soviet athletic program. His conclusion? 
Things look bad for us at the 1956 games in Melbourne, Australia. 

Russia is building the greatest mass army of athletes the world has ever known. 
Unless there is a sudden awakening in this country, Soviet sportsmen are aimost 
certain to dominate the 1956 Olympic Games at Melbourne, Australia. They 
threaten to seize the initiative even in track and field, the feature phase of the 
games, in which United States athletes have always been supreme—although to 
a lessening degree—since the games were revived 60 years ago. 

These conclusions I reached after a visit to Russia last summer. I spent 3 
weeks there, traveling several thousand kilometers through the Soviet Union. 
I talked with numerous Soviet sports officials. Even in remote little villages I 
saw evidence of tremendous athletic development. 

The huge Russian sports program is based on a broad and comprehensive 
system of physical training for everyone in the U. 8. 8. R., regardless of age or 
sex. Undoubtedly one of the results of this system, which was started more 
than 20 years ago, was a very substantial contribution to the success of the Soviet 
armies during World War II. No country is stronger than its people. 

I do not mean here to pit nation against nation. The Olympic games are 
contests among individuals, not nations, and never should be used for national 
aggrandizement. However, asa United States citizen, I feel justified in expressing 
some alarm over the contrasting decline of amateur sport in America. 

I do not mean we should adopt Russia’s methods. Russia is a Communist 

nation, and all things there are under the control and direction of the Government, 
including every man, woman, and child. That is not the American way. But 
we must, in this country, encourage amateur athletics and enlist our youth in a 
broad, revitalized program, or we are doomed to a secondary position in the 
world of sports. 
_My tour of Russia originated with an invitation to attend the Day of the 
Soviet Athlete in Moscow last July 18. I planned to stay only about 3 days, but 
the visit stretched to as many weeks. I was surprised to receive the invitation, 
since the Russians were well aware of my views on communism, I had been 
denounced frequently as ‘‘an imperialistic reactionary and a shameless capitalist.”’ 
Furthermore, I was skeptical of the fantastic records that Russians had been 
hanging up in all sports, and I was suspicious of Soviet sports policies. 

he invitation came from the Olympic Committee of the Soviet Union, which 
offered to pay the full cost of my trip from Chicago to Moscow and return. I 
accepted only on condition that I pay my own expenses. I told the Soviet 
officials I preferred it that way, so I might speak freely as always about what I 
found. I went to see the Soviet sports program, not to pass judgment on their 
political system. What I saw was amazing. 

In Moseow, at the annual sports parade, I watched 34,000 boys and girls put 
on a series of magnificent displays of physical training, athletic competition, and 
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gymnastics. These demonstrations proceeded with almost mechanical precision 
for 5 solid hours. I was told there were 800,000 trained gymnasts in Russia 

In Gori, where Stalin was born, I witnessed a volleyball tournament. It Was 
only a district tournament, but 900 teams took part. The courts were hewn out 
of the forest lands by the. players themselves. I saw volleyball courts even on 
hospital grounds. 

At Kiev, the capital of the Ukraine, they told me there were 60,000 soccer. 
football teams in the Ukraine alone, 5,000 of them of good quality. Also at 
Kiev, on a hill adjoining a large stadium in the center of the city, there was a ski 
jump. There was one in Moscow, too, the first I had ever seen in the heart of a 
city. 

Thousands of soccer-football fields are spotted throughout the country 
Kroutchev Stadium in Kiev seats 70,000. Kirov Stadium in Leningrad has space 
for 100,000 and is about to be enlarged. Primitive running tracks are found even 
in small hamlets on the steppes. 

Once, during an informal conversation with a group of Soviet sport officials 
I asked how many track-and-field athletes Russia had in training. “Four 
million,’”’ was the reply. I thought the question had been misunderstood, so | 
repeated it to the interpreter, saying that I meant track-and-field athletes alone. 
“That’s right,”’ the official repeated blandly, ‘4 million.” 

This was my third visit to Russia. The first had been in 1912 as an athlete 
after competing in the Olympic Games at Stockholm. The second was in 1934 
as a tourist. During my 1934 visit I learned about the Soviet plans to give 
physical training to all Russians. The Government was proposing then to build 
playing fields, stadia, and swimming pools in every city, town, and village, at 
every large factory and on every collective farm. On my 1954 trip I saw the 
fruition of those plans. 

Is the Russian sports program valid under Olympic rules? To what extent 
are Russian athletes subsidized by the state? Are they, in effect, professionals? 
Should they be barred from the games? I had heard these questions frequently, 
and had seen them raised in the press of a dozen different countries. So one of 
the first things I did upon reaching Moscow was to arrange an appointment with 
Nikolai Romanov, chairman of the Government’s committee on physical culture 


and sport, who has cabinet status, and Constantin Andrianov, president of the 
Olympic Committee of the U. 8. 8. R. I had with me a sheaf of newspaper 
clippings from England, Sweden, Switzerland, France, and the United States, 
charging the Communists with many violations of Olympic rules. 


THE RUSSIANS’ REPLIES ON AMATEURISM 


These newspaper stories alleged that the Communists took athletes away from 
their work and studies and put them into training camps for many weeks at a 
time; that they gave them special allowances and favors, as well as cash prizes; 
that they included political agents on their teams, and that they used sport for 
political purposes, propaganda and national aggrandizement. 

I had two long sessions with both Mr. Romanov and Mr. Andrianov at which 
these allegations were discussed in detail. The charges were emphatically denied. 
Mr. Romanov assured me that the Soviet Union does not have or want profes- 
sional athletes. He said that, in the past, cash prizes had been given for out- 
standing performances, but that this practice has been discontinued. No special 
inducements or material rewards are given athletes in Russia, he told me. 

On the matter of training camps, for which there is a 14-day limit under Olympic 
rules, Mr. Romanov said, ‘‘We never send a sportsman to a camp for more than 
14 days. These camps are for final tryouts. In the United States you have 
similar Olympic tryouts, lasting 2 weeks sometimes, do you not*”’ I couldn't 
deny this. 

I showed Mr. Romanov several articles written by Russians who had fled the 
U. 8S. S. R., in which they told of training camps where top athletes received full 
salaries on a yearly basis. I gave the Soviet sport chief other examples of athletes 
who deserted to the West and testified that Communist amateurism was “a sham 
and a fraud.” 

“These men are deserters, traitors,” Mr. Romanov said coldly. ‘Would you 
attach any truth to their statements if they had been Americans and turned 
against your country?” 

’Mr. Romanov declared that the fundamental basis of the Soviet sports program 
is the health and well-being of the people. He said his feeling is that champions 
have the responsibility of setting good examples for the youth of the country an 
should not mix sport and international politics. The Russians know, believe 
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and respect the Olympic code, he added. I saw nothing during my brief trip 
which would make me question Mr. Romanov’s statements. 

At one point during the interview, Mr. Romanov said, ‘‘We want to win. You 
don’t criticize us for that, do you?”’ 

“No,” I replied, ‘‘so long as you follow the rules.” 

There was little that could be said or done on the question of state subsidization 
of the program. Under Olympic rules, national committees must be independent 
and autonomous. In communist countries, where everything is subservient to the 
state, no organization can be independent and autonomous. 

This issue had set off a bitter controversy at the meeting of the International 
Olympic Committee in Vienna in 1951, when Russia, which before World War II 
had denounced the games as a “capitalistic enterprise,” asked for recognition. 
One group opposed Russia on the ground that the USSR had no conception of 
true amateurism and couldn’t be trusted. Another group argued that the Olympic 
rules provide for the assembly of the youth of the world regardless of race, creed 
or politics, and that therefore communist youth should not be denied entrance. 

The result was that Russia was admitted. Soviet athletes competed in the 
1952 Olympic Games at Helsinki, where they compiled a magnificent record. 
They have been moving ahead since then at a pace which may carry the Red 
flag to unchallenged preeminence in international sport in the next few years. 

There is a touch ah ions in this, for sports and games once were almost exclu- 
sively Anglo-Saxon. In reviving the Olympic Games in 1896, the Baron de 
Coubertin pointed to the beneficial effects of the competitive sports programs in 
England and the United States. For sixty years we have been preaching this 
message to other countries, saying that amateur athletes make better citizens 
and, if necessary, better soldiers. Now it is the U. 8. S. R. that has adopted mass 
athletics on a national scale never hefore attempted, except by the Germans in 
the 1930’s. with Hitler’s “Strength Through Joy” program. 

We in America have become too complacent over our past successes. We 
think we are the greatest sports nation in the world. For many years we were, 
as a long history of Olympic triumphs indicates. But are we today? Let’s not 
delude ourselves. We have become a race of grandstand and bleacher sitters. 
We think it is sport to find a good vantage point in the stands and watch profes- 
sional baseball, football, boxing and horse racing. This is not sport. These 
events shouldn’t even be carried on the sports pages. They should be described 
in the amusement sections of the newspapers, along with the theater, circus and 
vaudeville. 

Another thing. When I, as an Olympic official, speak about the possibly 
professional practices of other countries, I am inevitably asked, ‘‘What about the 
college-football scholarships and the industry-sponsored athletic teams in your 
country?” 

[ am stumped for a reply. Too many of our colleges have become football 
factories, serving as farm teams for the professional leagues. The abuses that 
are overlooked or tolerated in coliege football have been spreading to other sports 
and poisoning our entire amateur program. I say that any institution taking 
advantage of the loyalty of its students and exploiting them to pile up gate 
receipts is engaged in a swindle. Also, teams assembled and sponsored by indus- 
trial or commercial institutions for their advertising value can hardly be called 
amateur. 

Is the Russian system better? As much as I was impressed, I can’t say tha 
| admire the Soviet sports program. By American standards, it is harsh and 
severe. It is both Spartan and puritanical. Most of the spirit of fun seems to 
have been bled from it, and it thrives on regimentation and fierce national pride. 

The Russian athlete, on the whole, seemed to me to be a rather dour individual, 
older on the average than our own sports figures. Bob Mathias was just seven- 
teen when he won the decathlon championship for the United States at London 
in 1948. He was twenty-one when he repeated at Helsinki in 1952, and today, 
at twenty-four, he is retired. That’s an age at which the Russians and, for that 
matter, most European athletes, are just getting started. 

It’s not at all unusual in Russia to see a bald or mustached competitor who 
looks middle-aged compared with our own youths. European athletes compete 
for longer periods than Americans. Often they do not hit their peaks until they 
reach their thirties, and in some cases their forties. 

_ However, what struck me most about the Soviet athletes was not their maturity, 
but their grimness. To them, sports seem not to be a pastime but a dedication. 
It’s a task to do for the country. You don’t see the Russians cavorting and jest- 





398 


ing the way Americans do, and there are no friendly, back-slapping demonstr. 
tions after winning performances. Everything is taken very seriously. 

No smoking, drinking, or carousing is allowed on Soviet teams. While J wa 
in Russia I learned that one of the Soviet’s world weight-lifting recordholders 
had been stripped of all his medals and honors and thrown off the team in dis. 
grace. The offense: breaking training. 

The U.S. 8. R.’s Olympie seuller, Jurig Tjukalov, got in the doghouse for ap. 
other reason: swelled-headedness. The twenty-four-year-old Jurig, the country’s 
youngest Merited Master of Sports, was sharply criticized by the U. 8S. S. R’s 
leading sports paper, Soviet Sports, for what is called “vanity and self-conceit.” 
The blast followed defeats in the European championships and the Henley Regatis 
for the young man who had scored a great victory at Helsinki in 1952. Tjukaloy 
was advised to change his attitude and start winning again. 

I picked up an interesting interview which a German journalist had with , 
Russian trainer. One of the questions asked was whether the Russians use any 
special methods of training. | 

‘‘We use the international methods,’ the trainer replied, “but we put greater 
emphasis perhaps on good condition. Our athletes are trained for endurance.” 

In discussing Soviet women athletes, who have outclassed the world, the 
trainer said, “Our women are no stronger than those of other countries, only 
they are harder. They train the year around, always outdoors, no matter what 
the weather. Our women can compete and give good performances regardless: 
it makes no difference to them whether it is cold or hot, sunshine or snow.” 

A Russian skier, Constantin Sorokin, may have struck the keynote of the 
Soviet conditioning system when asked why Russia had no ski lifts. ‘Ski lifts 
would never be approved in the U. S. 8. R.,”’ was the answer. “Sports without 
self-denial and self-conquest are merely amusement.”’ 

Sports emphasis has become so great in the Soviet Union that it has trespassed 
even on the sanctity of marriage—although not as a matter of approved policy. 
The Red Star, Russia’s official army newspaper, brought this to light in criticizing 
certain army officers for cooking up marriages just to improve the athletic record 
of the unit. 

It seems a particular army regiment wanted to form a women’s team to com- 
pete in a district sports competition. The team had to be composed of member 
of the families of servicemen. So the officers, realizing that available talent 
wasn’t sufficient, hit on the idea of having a couple of soldiers marry a pair of 
female athletes from a nearby physical-culture school. 

“Which soldier are you going to marry?” one girl asked nervously, while 
awaiting the ceremony. ‘‘I don’t care,”’ replied the other. The soldiers, ordered 
into the marriages by their superiors, also were indifferent as to their future mates 

The marriages were completed. The soldiers were ordered back to camp, and 
the girls were told to go the stadium and start training. After fulfilling their 
sports missions, the girls asked for divorces, but the army officers balked. ‘Take 
another look,” one officer said. ‘Perhaps you'll like each other and make a 
of it.” The Red Star related all this in a story reporting that the “marriages” 
finally had been terminated. 

The Day of the Soviet Athlete in Moscow last July eighteenth—the show that 
I had been specifically invited to attend—far surpassed in magnitude and beauty 
anything of its kind that I have seen in other parts of the world. The participants 
were brought from all over the Soviet Union. There were Uzbeks, Tadzhiks 
Kazakhs, Armenians, Georgians, Kirghiz. They represented trade unions, spor! 
societies, schools and colleges. 

Each delegation included from 400 to 3,000 boys and girls. There were some 
34,000 all together. First they all paraded around the stadium, -and then the 
field was turned over to one group at a time. They gave mass demonstration 
with wands, large balls, ribbons or hoops, followed by special performances. (ne 
unit brought collapsible gymnastic apparatus, and in a trice seventy or eighty 
horizontal bars had been set up on which gymnasts were doing giant swings to 
classical music. Another group erected a framework thirty or forty feet high, 
and the participants, wearing different-colored costumes, draped themselves © 
it like a living bouquet of beautiful flowers. 

Some of the acts were staged against a solid wall of water twenty-five feet 
high, rising from a series of fountains extending the full length of the stadium. 
I thought the turf in the center of the field looked extra fine. When I examine? 
it more closely, it proved to be an immense green carpet covering the enti 
infield. Fach delegation had a music director and an artistic director as well a8 
physical director. It was like something out of The Arabian Nights. 
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Worked into the displays were slogans clearly aimed at binding the young 
yeople to the regime: Ready for Labor and Defense; Glory to the Fatherland; 
Hail Lenin and Stalin; Three Million Bales of Cotton for the Nation; Success to 
the Communist Party; Peace, Peace, Peace. These slogans were spelled out on 
the field by the participants. 

At a sumptuous dinner afterward, an enthusiastic Russian filled a huge tum- 
hler—it must have held a pint —with vodka, handed it to me and said, ‘‘Bottoms 


[ put it down on the table and said, “Give me a vodka glass.’”’ It’s an old 
trick to try to drink foreign visitors under the table. 

Everywhere I went in Russia I was shown what I asked to see and received 
generous hospitality. After the big Moscow show, I was taken by plane to 
Tbilisi, down near Persia, where I was impressed by the large number of colleges 
in the city. I motored to Gori, and then flew to Kiev. On the River Dnieper, 
which flows through Kiev, were a number of yacht clubs with swimming, diving, 
motorboating and rowing facilities. It was the same on the river in Moscow and 
on the Neva in Leningrad. 

On the Black Sea coast were stretched scores of clubs, many of them former 
palaces, which they call “sanatoria.”. These are rest camps for workers. They are 
equipped with medical clinics and sports facilities of all kinds. I saw more than 
300 of these camps in Odessa alone. 

We wonder why Russians win all the international chess tournaments. I saw 
several chess tables in the athletic club of a collective farm near a tiny village in the 
Ukraine. I even saw passengers at an airport on the Black Sea playing chess, 
instead of idly waiting for their plane. 

The lives of almost all of Russia’s 200,000,000 are touched by the government’s 
emphasis on sports and physical training. First, young boys and girls are encour- 
aged to participate in athletics on a general scale—light weight lifting, acrobatics 
and gymnastics. This is intended to build strength and condition. Later they 
are pushed into specialization, where they receive the finest instruction possible. 
Coaches and teachers are trained in institutes which deal scientifically with the 
mechanics and physiology of athletic competition, with biochemistry and psy- 
chology. There is a fierce drive to suce>ed, and, once successful, to go even higher. 
Russia’s national champions always are being admonished to do better. 

In communist countries there are not many opportunities to express one’s indi- 
viduality. Athletic champions, however, are highly honored. This probably 
accounts for the fact that there are so many skilled participants, and that they 
take their play as well as their work so seriously. 

At many stadia there are huge billboards showing pictures of champions, and 
giving their records for other competitors to emulate. There is a grading system 
in the sports in which achievement can be measured. Specific performances lead 
to standings in the first, second and third grades. The highest title is Master of 
Sport, the goal of hundreds of thousands of athletes. In five years, during which 
the standards have been steadily raised, 2,700 Russian athletes have attained the 
distinction of Master of Sport. More than 50,000 have reached first-class rating. 

Many of the outstanding present-day Soviet athletes were unearthed in remote 
villages, mining towns and isolated places on the vast Russian steppes. Ardalion 
Ignatiev, one of the country’s best sprinters, came from a small, obscure com- 
munity in the Urals. 

It is easy to understand, in the light of this tremendous Russian effort and the 
apparent complacency in the United States, why there is such a growing cry of 
alarm from American sports figures. You hear, ‘Russia will win the next Olympic 
Games”; “We'll be licked at Melbourne,” and so forth. As I stated earlier, this 
is a fallacy, for there is no official team competition among the nations which send 
athletes to the Olympic Games. It is the individual athletes who win prizes. 
However, I am as aware as any American of the deteriorating amateur-sports 
situation in the United States, and I can foresee that the Russians may finish on 
top in the unofficial newspaper scoring systems during the 1956 Olympics. 

The Soviet Union’s overall performance at Helsinki in 1952 was remarkable, 
considering that it was the country’s first participation in the games since 1912. 
That year, at Stockholm, the Czarist athletes didn’t win a single first-place medal. 

hey won two medals for second place and two for third. They impressed me as 
being far more interested in having a good time than in winning. 

At Helsinki, in contrast, the Russians captured twenty-two gold medals for first 
place, and a total of forty-seven silver and bronze medals for second and third 
Places. United States athletes won forty gold medals and thirty-six silver and 
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bronze, but a high percentage of these were concentrated in track and field and 
swimming, out of all the score of sports on the program, 

The Russians at Helsinki showed superb conditioning and training, but they 
suffered badly from ignorance of modern techniques. For instance, the basketbgj) 
team, which gave the United States a scare in the finals, is said to have learned its 
‘maneuvers from a few books by United States coaches and from moving pictures of 
American and other teams picked up in Europe. The boxers all tried to use g 
slugging technique usually not profitable under the strict amateur rules, which 
stress science. The rowers thought that the coach should always serve as coxswaip, 
The Russian eight had a 170-pound coach in the bow and used an unorthodox 
stroke, yet still finished a close second to the United States’ great Navy crew. 

The Western world was naturally suspicious when the Russians reversed their 
previous hostility to the Olympic Games and asked for recognition so that they 
could participate at Helsinki. Some feared that the U. 8. S. R. would try to use 
the games as a sounding board for Red propaganda. Generally, there was cop. 
cern that the Olympics, dedicated to a spirit of good fellowship and fair play, 
might suddenly explode in dissension and ill feeling. : 

These fears proved unjustified. After moving into a camp some twelve mile 
from the city, along with the athletes of other countries in the Soviet sphere of 
influence, the Russians amazed everyone with their friendliness and excellent 
deportment. Russian track athletes visited the American quarters, and, through 
interpreters, discussed techniques. Russian crewmen became chummy with the 
United States rowers, swapped boats and even had the winning American eight 
as guests at an elaborate and friendly luncheon. Later, United States Olympic 
officials were guests of honor at a special dinner at the Soviet camp. 

Throughout the games, Russian athletes acted with perfect propriety. They 
were modest winners and gracious losers. Some said it was a big propaganda 
show dictated by the Kremlin. If that is so, the parts were well played. 

America’s uneasiness over the chances of its athletes in the 1956 Games has 
been intensified by the progress Russia has made since Helsinki. Soviet athletes 
dominated the 1954 European track-and-field championships at Bern, Switzer. 
land. Until last year, ice hockey, invented in Canada, was a Canadian monopoly, 
but a Russian team, entering the tournament for the first time in 1954, defeated 
the Canadians for the world championship. This year, using a team of former 
professional players, the Canadians won from the Reds and regained the cham- 
pionship. Norwegians and other Scandinavians have been supreme in speed 
skating, but the Russians swept to the world speed-skating championship last 
winter in Japan. 

In the two top European rowing events of the year—the Henley Regatta and 
the European championships at Amsterdam—Russian oarsmen and women were 
dominant. At Caracas, Venezuela, in the world’s shooting championships, 
Russian marksmen played a leading role. Soviet men and women won virtually 
all the medals in the world’s gymnastic championships at Rome, and hardly a 
month seems to pass that a new weight-lifting record is not put on the books bya 
Russian strong man. 

If we hope to maintain the preeminence of United States athletes in the Olympic 
Games, we must take at least one tip from the U. 8.8. R. We must strive fora 
more rounded athletic program. with greater emphasis on those specialties in 
which we are now deficient. ‘Just as the Russians, already powerful in gymnastics 
and sports demanding strength and stamina, are learning to excel in events of 
speed and skill, so we must develop specialists in what we call ‘‘minor,” or “off,” 
sports. In gymnastics, sometimes called the father of all sports, we are twenty 
years behind Russia and other European countries. Cycling, fencing and canoe- 
ing, Major sports in some parts of the world, are secondary here. Our rowing 
is confined largely to eight-oar crews. Soccer football, the big sport of South 
America and Europe, is played little in the United States. In men’s field hockey 
and Greco-Roman wrestling, we don’t even enter teams. 

Even in track and field, unfortunately, there are nine events, or more that 
one-third of the Olympic total of twenty-four events, which are rarely staged in 
the United States. These are the 400-meter hurdles; the steeplechase; the 5000- 
and 10,000-meter runs; the hop,step, and jump; the hammer throw; the two 
walking races, and the decathlon. None of these is included in college sports 
programs. Another handicap is that our races are not run at metric distances, 
as in the Olympic Games. 

We are fooling ourselves if we think we can continue as the greatest sports 
nation in the world under such circumstances. It is not only the Russians who 
have been overtaking us. The best hammer throwing I ever saw was done not 
in the United States, which formerly held all records, but in Budapest a couple 
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of years ago, by a Norwegian and two Hungarians. Then a Russian, Mikhail 

Krivonosov, a along in the European championships last summer to break 
their marks. 

a * 1953, Paavo Nurmi’s old 10,000-meter record was beaten fifteen times. 

Not an athlete from the United States was on this list. Four years ago we sent 

, basketball team to Buenos Aires for a world’s championship, only to be beaten 

hyan Argentine team. That’s in a game that was born here in the United States. 

‘In the last Olympic Games, United States athletes won seventy-six medals. 
Hungarian athletes won forty-two. There are 160,000,000 people in the United 
States, 9,000,000 in Hungary. Think that one over. It was only because of 
the speed of our Negro boys that we did as well as we did at Helsinki. 

In track and field, I made a tabulation before World War II showing that our 
hovs since 1896 had won about as many Olympic medals as the rest of the world’s 
athletes combined. How do we stand today? I have checked the list of best 
performances in 1954 in 18 events on the Olympic program, excluding the mara- 
thon, the walks and the decathlon. I find that in 4 events we are not even 
represented on the list of 20 best performances. In 9 other events we have no 
more than 2 in the top 20. As for the women, of the best 20 performances in 
each of 8 Olympic events, there is not even 1 from the United States. 

As I watched those thousands of husky, healthy Soviet boys and girls per- 
forming in Moscow last July, I thought of the 42 percent draft rejections back in 
the United States. I thought of American youth enjoying the superior advantages 
and the greater privileges offered by the country with the most freedom and the 
highest standard of living in the world, and at the same time subject to all the 
temptations to grow soft and flabby from too easy living, too much amusement, 
too many automobiles and television sets. 1 thought of their need for sound 
guidance and wise leadership, and I wondered what was going to happen in the 
games of the XVI Olympiad, at Melbourne, 


[The New York Times, Sunday, May 29, 1955] 


“No Enp oF JoLLy’’—JAPANESE PUBLIC AND AMERICAN PLAYERS HAVE GRAND 
TIME IN SYMPHONY VISIT 


(By Howard Taubman) 


The personal as well as the public reports on the vist of the Symphony of the 
Airto Japan have been comingin, They make clear that the American orchestra’s 
2l-day stay in that country, which ended last week, was a happy, exciting and 
touching occasion for everyone, Americans and Japanese. 

One could not put it better than the writer in the English edition of Osaka 
Mainichi, who had this paragraph in an account of a concert at Takarzauka 
Grand Theater: 

“As the symphony was brought to the grand finale, the crowd who sat in an 
ecstasy of tonal splendor knew no end of jolly.” 

From the moment the orchestra arrived in Japan until it left to continue its 
tour in Korea, Formosa, Hong Kong, Manila and, with the addition of another 
2 weeks to the Asian jaunt, in Thailand, Ceylon, Malaya, and Hong Kong, the 
visitors and their hosts knew ‘‘no end of jolly.” 

Don Gillis, who has been a powerful force in keeping Arturo Toscanini’s old 
NBC Symphony intact as the independent Symphony of the Air and who has 
been its executive head, found this letter from Kyoto waiting for him when he 
reached Japan: 

“Dear Mr. Giiuts: We wish to congratulate you on your safe arrival in 
Japan during this season when everything is covered with fresh green. We 
were more than happy to hear of the contemplated visit of your orchestra, the 
best in the world, and have been looking forth for your actual arrival in Japan 
But sorry to say, we cannot afford to attend any of your concerts. Nor do we 
have a television set, so we would like to request a photo of the orchestra in action. 
lf you are kind enough to accept this request of ours, we will place it beside the 
radio during the broadcast of your orchestra and listen as if it is a TV broadcast. 
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Please forgive us for making this rude request, but we hope that you wil] fill it 
for us. 
Kazvo Yosuroxa, 
Age 60, candy retailer, lover of music. 
OsaMU, 
Age 25, Graduate of Ritsumeikan University. Working at Postal Insurane, 
Bureau. Member of Music Club. 
AIKO, 
Age 22, Graduate of Shugei Sewing School, Emp!oyed by Garment Com pany 
Member of Shimel Choir and Church Choir. o 
HIRosuHI, 
Age 20, Lover of Musi: 
SHIGERU, 
Age 18, Lover of Music. 
SACHIKO, 
Age 14, Lover of Music. 
TAKESHI, 
Age 12, Member of School Harmonica Band’ 


GRATITUDE 


The “rude request” was granted. But the Japanese gave more than they 
received. They showered affection on the men of the orchestra, thronged the 
backstage area after every concert, and expressed their gratitude and pleasure 
in spoken words, letters, and little gifts. 

The orchestra’s tour is being sponsored by the international exchange pro- 
gram of the American National Theater and Academy (ANTA), with the financial 
support of the State Department. And it is clear that our Government has 
rarely got so much value for its money. 

The Symphony of the Air played 19 concerts in 21 days in Japan, giving up 
1 of its free days to fly 560 miles in a Globemaster from Fukuoka to Tachikawa 
Air Base to perform for American service personnel. The orchestra also gave 
a special concert in Hibiya Park in Tokyo so that thousands of young Japanese, 
who could not afford the regular concerts, could gain admittance for only 100 
yen (about 25 cents). 

Wherever the orchestra played under the direction of the tour’s guest con- 
ductors, Thor Johnson of the Cincinnati Symphony and Walter Hendl of the 
Dallas Symphony, the visitors were amazed at the demeanor of their audiences. 
The stillness, they report, was almost uncanny. All eyes were on the stage, 
heads did not more, there was scarcely a cough in a concert hall. 

The full tone of the best American orchestras is grand and sumptuous. Audi- 
ences in this country may be inclined to take such an ensemble tone for granted. 
To the Japanese it was evidently overwhelming, partly because of its sheer rich- 
ness and partly no doubt because it was new to them. 

“Altogether,” said one newspaper report, “‘the volume of this orchestra was 
indeed impressive—for locally attuned ears sometimes a bit overpowering. But 
this may, in turn, have had something to do with Mr. Hendl’s statement about 
having ‘never heard such a quiet.’ ”’ 

The cosponsors of the Japanese phase of the tour were the Mainichi and the 
Japan Broadcasting Company. Mainichi provided the musicians with attractive 
lapel pins, which were numbered. Wherever the men went the pins were recog- 
nized, and the wearers were surrounded by youngsters seeking autographs and 
wishing to make conversation, which was difficult and halting because of language 
hazards. 

Japanese music students learned to know the Americans by the numbers. 
They got so they could tell from the number on the pin what instrument the 
wearer played, and youngsters who happened to be studying the same instrument 
would try to discuss problems of technique. 

It is not uncommon here for conductors to receive fan mail, but not many people 
bother about the men in the band. In Japan all the players received fan mail. 
Here is part of a letter that a player received from Natsuko Suzuki, who wrote 
in English and signed in English and Japanese: sy 

To My Honorable Musician: I listened to your performance in May 9, 1959. 

Eroica and Concerto for Orchestra by P. Mennin gave me strong impression 
specially. I didn’t know till now that Japanese national anthem, Kimigay®, 8 
very nice melody. 
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Please receive my little present. This small dog’s name is Natsuko. I made 
‘his dog with zeal, when I had stood by the road in May 5; I got up at 4 a. m. 
‘pat day and I stood from 5:30 to 12:30 for the ticket of that night. 

Please love this dog. 

GIFTS 


The recipient was touched by the gift of this toy animal. Another musician 
-ho was strolling in downtown Tokyo saw a pair of charming Japanese youngsters 
and invited them into an ice cream parlor. That evening the children appeared 
ackstage with their parents, asked for the musician by number and gave him 
apackage containing a beautiful little Japanese doll. 

Most important of all, the Symphony of the Air, playing the classics and some 
inerican works, has been showing the Japanese that the United States has 
respect not only for the dollar and politics but also for cultural values. 

For the orchestra itself this has been a privilege with an underlying irony. 
is Mr. Gillis remarked in a note to an American friend, ‘‘The orchestra is here 
as a representative of American culture, but at home it is a question of survival. 
It shouldn’t be.” 

No, it shouldn’t. 


Our CuLTURAL ENVoys 


[hirteen* thousand persons in Korea heard and acclaimed a concert of our 
\merican Symphony of the Air. The triumphs that had been enjoyed in Japan 
were repeated. There was the same eagerness to come more closely into touch 
with Americans and American thought and life. 

[his experience is not unique. Time and again, recently, when we have sent 
exemplars of our art abroad they have been well received. They speak a language 
that knows no harsh limitations. They say things about us that others want to 
near. 

This should not be surprising. We have gone through the same processes time 
and again. We have learned about Britons from their splendid authors, actors, 
and craftsmen. We have known the best of the old Russia through the ballet 
and through Tchaikovsky. We have begun to understand Bali through the 
gamelan and the dance. 

These are isolated instances. But they express the fact that we can know 
persons, Who would otherwise be strangers, through the great language of the 
arts, Which is not circumscribed by time or space. 

This should certainly suggest the wisdome of a future course in which we give 
an even greater emphasis to our cultural envoys. This field, after all, offers the 
best field for propaganda and it is the best because it is manifestly sincere. 


[New York Times, Friday, May 27, 1955 


Ruze Jorwvs 18,000 ar Concert in Sxout To Hear SympHoNny oF THE AIR 
PROGRAM 


Special to the New York Times 


SeouL, Korea, May 26.—Enraptured thousands of music-hungry Koreans 
attended a concert today played by the Symphony of the Air. 

The former Arturo Toscanini NBC Symphony was the first foreign group of 
world fame to perform here. President Syngman Rhee and his wife were among 
the 13,000 to attend the concert on the capitol grounds. 

Tickets for 2,000 reserved seats and more than 10,000 others were sold out weeks 
ago. 

United States Army engineers had worked for several days to construct 2 special 
tage and shell-like backdrop in the shadow of the war-damaged capitol building. 
sainers welcoming the American musicians to Korea hung across main streets. 
: Walter Hendl of the Dallas Symphony, who conducted today’s concert, said 
he had been deeply impressed by the surprising attentiveness of the audience 
and by the impressive setting in the heart of the capital from which ancient Korean 
palaces could be seen. He said today’s concert was “the most positive proof 
of the universality of the language of music.” 

“For 246 hours,” Mr. Hendl added, “thousands of Koreans came into close 
‘ntact and complete understanding with a group of Americans.” 
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After the concert, which included works of Rossini, Brahms, Pierne, Gershwin, 
and Tchaikovsky, President Rhee warmly thanked the conductor and orchestra, 

‘‘Next time,” he said, ‘‘we will prepare a big hall for you.” 

Proceeds from the concert will go to the Korean Music Foundation. Tp. 
morrow the orchestra will play for United Nations troops. The musicians yjjj 
leave Saturday for Okinawa, the next leg on their Far Eastern tour. 


(Time, June 6, 1955] 
CULTURE FOR Export 


In three evenings a group of American ambassadors scored a triumph for the 
United States that diplomats or dollars have rarely matched. The language was inter. 
national, and the Americans spoke it eloquently. The successful envoys: The 10)? 
members of the touring Philadelphia Orchestra and Conductor Eugene Ormand\ 
When Budapest-born, United States-naturalized Ormandy and his musicians 
finished their series of Paris concerts last week, they had a fistful of rave reviews. 

The Philadelphia, now on its first continental tour, will pay in more than 
dozen other cities from Lisbon to Helsinki. Butits Paris visit was special: It was 
part of a salute to France that is also offering Parisians the New York City Ballet 
plus topnotch stage productions of Oklahoma, Medea, and the Skin of Our Teeth, 
The United States has discovered that American culture is a highly exportable 
commodity. (In 1953 and 1954 the U. 8.8. R. spent $3 million on cultural prop- 
aganda in Europe, sent 2,000 Soviet artists into France alone.) 

Chief planner of the cultural export drive is the international exchange program 
of ANTA (American National Theater and Academy), a privately fina: eed, 
nonprofit organization, which has been sending American artists abroad with 
own funds since the late 1940’s. Last August, Congress appropriated $5 million 
for United States participation in foreign-trade fairs and cultural events, asked 
ANTA to be its contractor for talent, and set aside $2,250,000 for it to get the 
program rolling. ANTA utilizes panels of top critics to select its export talent 
(mostly bigname, to attract attention), depends on professional managers 
to supervise productions. Although the Government sometimes gets requests 
from Congressmen to send little hometown bands abroad, it leaves the selec- 
tion completely to ANTA. When possible, ANTA picks groups that have 
already planned a tour, offers to underwrite all or part of their losses. United 
States artists have made a good impression abroad, have outshone closely guarded 
Russians by being free and easy mixers, playing with anyone who wants to join 
them. 

ANTA’s ambitious plans for the summer and fall call for sending we New 
York Philharmonic-Symphony Orchestra to Europe, Ballet Theater and a syn- 
phony orchestra to Latin America, Dancer Martha Graham to the Far and Neat 
East. 


(VARIETY, Wednesday, June 1, 1955] 


SympHony or Arr ,Winps Up Sock Jap Tour; Finest Unirep States 
AMBASSADORS 


Toxyro, May 31.—America’s greatest ambassadors of good will to hit aye 
since Perry’s black ships opened up the island Empire left for Korea last Wednes 
day, when the 100-man Symphony of the Air wound up a 19-concert, 21-day 
Japan tour. 

Sponsored by the Japan Broadcasting Co. (NHK) and the Mainichi news 
papers, with transportation supplied by the United States Army and Air _ 
under ANTA international exc hange program auspices, the orchestra played to 4 
total of 64,500 persons, including 2 special concerts for 7,000 United States military 
personnel only. In addition, literally millions of Japanese heard 5 radio broai- 
cases and 3 TV performances. 

Tickets were scaled from $1.38 to $4.16 except for a few student’s tickets 4 
each concert at 38 cents. One of the concerts here was strictly for students 4 
the 38-cent rate and was attended by 3,000 youngsters. Every concert was sold 
out before the orchestra arrived early this month. Scalpers prices soared as high 
as $30 a ticket at curtain time for the Tokyo concerts, and a little less ou! of 
town. 
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Mainichi profited only in prestige, as the weekly net for supporting the orchestra 
ame to $30,000. In Korea, where the orchestra will play 2 programs, 1 commer- 
sal in a 10,000-capacity stadium in Seoul, there will be profits, as the Army is 
providing logistic support to the organization. This money will be turned over 
io the Korean Government for benefit of Korean musicians. 

Walter A. Bouillet, director of professional entertainment for the United 
states Far East Command, said that the outfit, individually and collectively, 
were America’s finest ambassadors. He pointed to the hundreds of inches of 
editorials in all the Japanese press unanimously praising the orchestra. 

During the entire night that 3,000 students stood in line to buy tickets to their 
gecial concert in Tokyo, members of the orchestra visited the line holding informal 
eminars with the young music lovers. 

The musie will remain forever here in the form of a 30-minute filmed concert 
made by the United States Information Service of the United States Embassy. 
Eighty prints, in 16- and 35-millimeter sizes, will be given to prefectural culture 
enters throughout the country. The orchestra also gave 100 albums of LP 
records it had made to the Mainichi for distribution to appropriate musical 
organizations here. 

From a strictly artistic standpoint, the orchestra was a smash success, critics 
calling it the music of the century. Programs were admirably planned for the 
Japanese, incorporating heavy doses of their favorite Brahms, Beethoven, and 
Tchaikovsky. On each program, however, was included a contemporary Ameri- 
eat selection. Most favorably received was the music of Gershwin. 

\ leading contemporary Japanese composer was recognized by the orchestra 
which several times performed 30-year-old Yasushi Akutagawa’s Music for Orches- 
tra. Conductor Johnson said he would program the work for an American 
premiere by the Cincinnati Symphony in its regular fall series. 


Mr. THompson. I would like to introduce to the committee Mr. 
Frank Conniff, who is the editorial assistant to William Randolph 
Hearst, Jr., and who would like to testify. 

Mr. Rooney. Very well, but previous to that do you not have 
another statement for the record? 


STATEMENT OF PATRICK HAYES 


Mr. THompson. Yes. I have been requested to introduce here the 
testimony of Mr. Patrick Hayes, chairman of the cultural develop- 
ment committee of the Washington Board of Trade. 

Mr. Roonry. Very well, we shall insert that statement at this 
point in the record. 

The statement referred to is as follows:) 


Broadcast by Patrick Hayes, WGMS, Sunday, June 12, 1955, 12:30 noon 
Woodward & Lothrop. Good afternoon. Last Monday, June 6, Congressmen 
\earns and Thompson of Pennsylvania and New Jersey and the Chairman of 
the Fine Arts Commission, David E. Finley, were the honored guests and speakers 
at the final meeting of the year of the cultural development committee of the 
Washington Board of Trade. The theme of the meeting was the brass tacks 
of the fine arts legislation now before Congress, with one bil! having a good 
thance to get through the Senate this session, having already been passed by the 
House of Representatives, to appoint a Federal commission of 21 to research and 
teport on &-musie and cultural center for the Nation’s Capital. Each of the three 
guests spoke briefly and to the point, and a panel discussion followed, with 
questions from the floor. In the course of the discussion, which revealed no 
‘hown Opposition to what is proposed in this limited bill for a commission, Con- 
gressman Kearns told an interesting story. It seems that each year our Govern- 
hent must negotiate with the Government of Iceland for the airbases we maintain 
there, It is always done on a year-to-year basis, and some Icelanders are not in 
‘avor Of military bases in their peaceful country, so the negotiations are no 
hatter of routine. Each year the Russians do all they can to hamper the negotia- 
uons, and in particular play on the theme that the Americans are militaristic 
and materialistic, in contrast to the cultural and peaceful characteristics of the 
celanders, and of course, as they put it, the Russians themselves. Congressman 
farns was a member of the negotiating team, and he arranged for the United 
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States Air Forces Band and Orchestra to stop in Iceland for a visit on its way 
to Europe. At one of the concerts, Kearns took the baton and led the orchestrg 
This had never happened in Iceland before, a legislator qualified to conduct g 
symphony orchestra—you may recall that Kearns was a musician before being 
a Congressman. The result was a near sensation not only in the applause that 
greeted the performance, but in the impact on the Icelanders. Kearns, and his 
colleagues from America were regarded in a new light from that moment forward 
and the negotiations were smooth and swift. Kearns credits a musical performance 
with a major assist in our international relations, as well he might. 

This simple story is a curtain raiser for a truly great story that has been coming 
back from the Orient during the past 6 weeks, reporting the Far East tour of the 
Symphony of the Air. The former NBC Symphony of Toscanini, which fought 
its way to survival during the past vear, was selected for a 6-week tour of Japan, 
the Philippines, Korea, Okinawa, Formosa, Bangkok, Ceylon, Singapore, and 
Kuala Lumpur—as part of the overall cultural exchange program of our Govern. 
ment. ANTA, USIA, and State Department underwrote the tour, including gir 
transportation from San Francisco and return. In Japan, where most of the 
concerts were played, the Japan Broadcasting Co. and the Mainichi Newspapers 
were cosponsors. 

Oland D. Russell, Scripps Howard staff writer in Tokyo, wrote on May 23, 
“Japs go wild over our touring symphony.’”’ The orchestra players were treated 
everywhere like heroes, with a reverence and enthusiasm hitherto reserved for 
great American athletes, especially baseball players. All concerts were sold out 
in advance, and the tumultuous applause in the concert hall was matched by the 
attention given the men of the orchestra as they moved about in the cities. They 
wore special lapel badges of identification, and everywhere they went they were 
singled out for adulation. Restaurants would refuse payment for meals. Wait- 
resses, porters, and hotel bellboys would turn down tips. Gifts were showered 
upon them, and one orchestra member commented, ‘‘We are probably taking 
more loot out of Japan than the occupation did.”’ 

Young Japanese musicians sought out the players, young violin students seeking 
out the violinists, students of the flute the flute players, and so on, for autographs 
and conversation. 

The final performance in Japan was in Tokyo in the Ernie Pyle theater. The 
audience rose to its feet in a near frenzy. The crowd wept and tossed paper 
streamers. 

No Western orchestra had ever visited Japan before, and American Embassy 
officials were elated at the success of the tour. ‘They deemed it a dramatic rebuttal 
to Communist arguments that America is a nation without culture or sensitivity. 

Sixty-four thousand, five hundred persons heard the orchestra in Japan, in- 
cluding two special concerts for United States military personnel. Five radio 
broadcasts and three TV performances brought the music to millions more. The 
United States Information Service of the Embassy made a film of a 30-minute 
concert, and has had 80 prints made in 35- and 16-millimeter sizes to be distributed 
throughout Japan. One hundred albums of LP recordings made by the orchestra 
were distributed. Critics acclaimed the orchestra’s playing as the ‘‘music of the 
century.” 

The programs included heavy doses of Brahms, Beethoven, and Tschaikovsky, 
but each program included one contemporary American work. Gershwin was 4 
ready favorite. A leading contemporary Japanese composer was recognized by 
the orchestra which several times performed 30-year-old Yasushi Akutagawas 
Musie for Orchestra, and conductor Thor Johnson is bringing this work home 
with him for performances in Cincinnati during this coming season. Other con- 
ductors on the Far Eastern tour were Walter Hendl of Dallas and Nicolas Mol- 
davan, a violist in the orchestra. Perhaps the most touching part of the success 
story of this musical good-will tour is the one written by a member of the orchestra, 
Paul Renzi, Jr., writing in the current issue of Musical Courier, who reports that 
the demand for tickets for all the announced concerts were in such demand and 
sold so rapidly, that 3,000 students petitioned the members of the orchestra for 
extra concerts. They were arranged, for an admission charge of about 25 cents 
to cover costs. Renzi says: I was there when the student line began forming, 
atabout4p.m. 1 wasstill there at midnight when the line of 2,000 happy, patien! 
students stretched several blocks long. Many of the musicians stayed with the 
line and talked with the students, brought them refreshments and even shared 
their blankets with them until the boxoffice opened at 9 the following morning. 
Some of us cried like babies afterward. It was an experience that none of us Wl! 
ever forget.” Then Renzi makes this observation: ‘They are the future leader 
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{ Japan, just as young people everywhere will one day be responsible for the 
jadership of the world. They are extremely enthusiastic about all of the arts 
and sciences. As other members of the orchestra have done, I have lunched or 
otherwise spent time with them, and they never fail to amaze me. Several young 
yirls of 14 knew as much about music as many older musicians I know. We 
snend as much time with these youngsters as our schedule will allow, and one 
[nited States representative has informed us that our music and our individual 
activities and attitudes have done more toward establishing a close rapport be- 
ween our two countries than a staff of attachés could hope to do in years.”’ 

Besides the large public concerts, there were special concerts for children. 
String quartets and other chamber music groups volunteered to play for civic 
groups, business concerts, ladies clubs and the like. 

Thus, the Symphony of the Air tour of Japan was truly what Variety first 
announced it: A cultural invasion of that country. The Japanese were taken by 
storm, and responded with memorable enthusiasm. The memories left there by 
the orchestra are matched by those the Americans will bring back with them. 
The report from Manila is the same. What more need be said. When the gates 
are opened, the curtains, iron and otherwise, put aside, and the music is allowed 
to speak, humanity prevails. International relations take on a new and fuller 
meaning— people understand people, while the diplomats continue to do their 
best to keep the peace, and build toward a better world of peace and harmony. 

Europe and Asia were not the sole recipients of American music in the cultural 
exchange program of our Government. The New Orleans Symphony Orchestra, 
vith Alexander Hilsberg conducting, made a 21-day tour in May of Latin America. 
his was the orchestra’s first trip, and like the artistic organizations sent to Europe 
and Asia, the cost was borne in part by ANTA and the State Department. The 
city of New Orleans paid part of the $90,000 budget, and there were private 
donations. Venezuela, Panama, Colombia, Cuba, Guatemala, Mexico, and 
Puerto Rico were included. 

With the Salute to France and the overall 1955 ANTA international exchange 
program in full swing, it is appropriate to summarize what is being accomplished, 
particularly in view of the fact that the President’s emergency fund from which 
the appropriation is made is up for review by a subcommittee of the House 
Appropriations Committee. The Government fiscal year ends June 30 each 
year, and all that should be done in 1956 must be provided for now. How much 
has been spent? What has been accomplished? 

The total appropriation announced earlier this year was $5 million, to be 
divided equally between cultural programs and commercial activities, to show 
certain areas of the world American culture and business at their best. Com- 
mentators on business and commercial affairs will make the report in their field. 
On the cultural side, it is clear that the exchange program has been a stunning 
success. It was announced as a counteroffensive against Soviet cultural propa- 
ganda. The best America produces in dance, drama, and music is being put 
before foreign audiences on a scale never before possible. The triumph of an 
American orchestra the Symphony of the Air, in the Far East was the subject of 
my commentary last Sunday, and a copy of that script was filed on Monday with 
the House subcommittee considering the extent to which the cultural exchange 
program shall be continued. The New York Philharmonic Orchestra will appear 
this summer at the Edinburgh Festival and then tour northern Europe. The 
New York City Ballet Company and Ballet Theater are abroad. The Philadelphia 
Orchestra has appeared in Paris. The impression everywhere has been one of 
enlightened surprise. Here is America in a new role, its contemporary role in 
the second half of the 20th century, a country dedicated to the arts and sciences 
a8 Well as to industrial and military might. In revealing our artistic achievements, 
we talk to these people in the language they know best, and win respect based on 
admiration and not merely awe at our size and strength. 

It has been evident for a long time that the Russians were outdoing us in this 
department, and cultural propaganda had to be met with cultural propaganda. 
We have long had the resources. We have only recently awakened to their 
importance in being exported abroad to show us in the light of the humanities. 
We have only recently brought ourselves to a point of real understanding of the 
force of the arts as channels of communication with other peoples and civilizations. 
Is it worth it? It is worth it tenfold, and not the least effect for the long run is 
the impression we are making on the Russian leaders themselves, shaking any 
‘onvictions they may have built up in their own minds based on their repetition 
of the assertion that Americans are uncultured barbarians. Their words are 
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empty and weak indeed, in the face of what is being performed and played for gj) 
to see and hear. 

In the beginning the State Department contracted with ANTA to select likely 
performers and plan their trips. Here the legislators should notice that no pew 
agency or bureau was brought into being—the work was to be done by existing 
organizations. By preference those selected should plan a trip abroad on their 
own, and if they cannot quite make it financially, or if an extension of their toy; 
into other areas seemed desirable, then ANTA could recommend them for g 
grant. ANTA has panels of advisers to pass on artists’ merits in all categories. 
Final decisions are made by a group representing all concerned—State, US|\. 
FOA, HEW, and the Labor Department. Theodore Streibert, head of USI4. 
has the final say as keeper of the purse strings. 

Even with the stepped-up program of 1°55, we are still far behind the Soviets 
in quantity of culture exported. But we have an enormous advantage, brought 
out dramatically by the story of Paul Renzi which I reported last week: that 
American artists are not closely watched by party agents and kept from friendly 
association with the people in the countries where they appear; on the contrary 
they are encouraged to meet the people, and spend as much time with them as 
possible. Here is freedom at work, as well as the arts. The friendly association 
of the musicians of the Symphony of the Air with Japanese music students and 
civic and cultural leaders is a perfect example of this dividend of the cultural 
exchange program. The pioneer, and now the veteran, too, in this particular depart- 
ment is Porgy and Bess, which first went to Europe in 1952, and has spent more 
time there than in the United States. The company was sent on a tour of the 
western and eastern Mediterranean countries, including both Israeli and Arab 
territories. In Cairo, a reviewer wrote: “If this is propaganda, let’s have more 
of it.”’ All were impressed by the distinguished role played by Negro artists in 
the cast and by the artistic maturity of the performance. 

Thus it would seem that eating has been proof of the pudding, and it is now time 
for a generous second helping. At a time when there is hope in the air for the 
world to avoid conflict, and for nations to come together in all areas of possible 
understanding, it would seem to me that a veritable outpouring of cultural 
exchange is now indicated, far beyond the limit established for 1955. Nota 
month should pass without a significant American artistic event taking place in 
some foreign country. We need not wait until next spring and summer, with 
perhaps a trickle going on meanwhile. We should literally pour it on. In the 
words of the Cairo reviewer, ‘If this is propaganda, let’s have more of it.’’ The 
little grace notes of music can well win us as many friends as the mighty little 
atoms that for the time being are the balance of strength in the world. 


Mr. Rooney. Now, Mr. Coniff, we shall be very glad to hear from 


you. 
STATEMENT OF FRANK CONIFF 


Mr. Contrr. Thank you, Congressman Rooney, for the opportunity 
to be here. I am sorry Mr. Hearst himself is not here. I talked to 
him yesterday. He is on a business trip through Europe and he said 
he would certainly be here if his schedule had permitted. 

I have here a report on Russia which I would like to have inserted 
in the record. These are a series of articles which appeared in our 
newspapers several months ago. 

Mr. Rooney. If you have sufficient copies and will leave them here 
we shall see that each member of the committee gets one. It costs a 
lot of money to print these but each member will have an opportunity 
to read it. 

Mr. Contrr. This booklet is interesting in view of the fact it was 
written mostly in the week of February 13, which was 5 days after 
the Malenkov upheaval in Russia, and I think it accurately forecasts 
the shift in Russian tactics we have encountered in recent months. 
We were there at the time the new shift was heralded, when Malenkov 
stepped down and Mr. Khrushchev became the chief power in Russia. 

While we were there we gained the impression that our policy of 
building armed strength had proven a detriment to Russia in any 
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‘houghts Russia might have of precipitating a third World War as 
, means of gaining its end. Anthing I say is predicated on the belief 
we should continue to build our strength a continue to build our 
technical proficiency to the extent they will exceed anything Russia 
can bring against us. 

However, as Mr. Hearst says in this booklet—and again I say this 
was written at a time when alarmist reports filled most of the air and 
the press in the wake of the disturbance in Russia so that even at the 
time we were writing this we wondered if we were right, and we are 
gratified we did not give anyone a wrong steer—Mr. Hearst says on 
page 46: 

The Soviet Union can’t stand a war with the West within the foreseeable 
future and therefore won’t start one. I have further predicted that Russia’s 
realistic rulers will exert a cooling influence to keep the Chinese teapot from 
boiling over. 

This was at the time of the Tachen evacuation when it looked like 
war would break out at any moment. [Continuing reading:] 


“We’re glad the fire in Korea was put out,’’ Krushchev told us. ‘We don’t 
want to see another one start up.”’ 


Mr. Hearst writes: 

The democracies won’t start a war with the Soviet Union because it is against 
the very nature of democracy to launch an aggressive war. 

The only spark that might touch off an atomic showdown, as I have repeatedly 
stated, would be the failure of the West to keep up its guard and encourage the 
Kremlin to think we were weak and defenseless. 

Then Mr. Hearst writes, and I think it gets to the core of what vou 
gentlemen are considering here: 

Iflam right in thinking that war is no solution to the current struggle, and that 
Russia will not pull the trigger for varying reasons, then we pass into the much 
more difficult battleground of peace. 

The West is well equipped in any trial at arms. But are we prepared practic- 
ally and philosophically to surpass communism in the thornier problems of peace? 

It was a strange impression to gather in Russia that these leaders 
who were talking so belligerently on the floor of the Supreme Soviet 
were SO anxious to convey the impression back here that they were 
not going to start a war, but we did gain the impression that they 
had the idea that in the coming years they could so manipulate events 
that they would gain an edge on us in this cold war, which I think is 
now more a soft war. A cold war is a form of a hot war, and this soft 
war will be another form of a hard war, a hard war by another means, 
80 to speak. 

In accordance to their own theory, the Russians seem to feel that 
every form of endeavor is subject to the ideological struggle, and a 
thing like sports and the theater and an avenue like literature are 
weapons to the Russians in this struggle with us. 

If there was any one frightening thing to us in talking to these 
Russian leaders, it was their belief that in coming years communism 
would gain the upper hand. Khrushchev said to us in so many words 
that communism would gain the upper hand in the long run. That 
is quite jarring to Americans and leads to the conclusion that it is up 
to us to devise a strategy to help in preparing America for this conflict 
that the Russians do not think we have a chance of winning. They 
think we are going to ignore most of these fields and leave them open 
to the Russians and to Communist infiltration and Communist propa- 
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ganda, and that in our concentration on material things we will ignore 
these things of the spirit. 

They have taken such a subject as sports and they are taking dead 
aim on the Olympics next year as a source of great prestige for the 
Communist idea. We have enjoyed the fact that America has domi- 
nated the Olympic games for some time. They hope to appeal to the 
youth of the world with their athletes, who in 1956, and certainly in 
1960, will pose a serious threat to our superiority. 

In the other fields, in the theater and in literature, they are also 
using their own artists and their own performers as agents of Com- 
munist imperialism. They do it very subtly. The artists know they 
are subject to the State and must carry out their dictates. 

It is the impression of Mr. Hearst and Mr. Kingsbury Smith and 
myself that our American artists can help also in winning opinion 
among our Allies, among the uncommitted nations, and even back of 
the Iron Curtain we can do a lot to dispel the thought that America 
is concerned only with material things. Some headway has already 
been made in that. 

It is our belief, after seeing and talking to the Russians and seeing 
what they have in the limited scope of our trip, that America has so 
much to offer, so many finer things to be seen, and so many more 
decent and good things to show, that we must bring them to bear in 
whatever way we can in this struggle, which, of course, we think will 
continue within our time and certainly within the foreseeable future. 

I hesitate to inflict an opinion on the committee because the oper- 
ations of Congress are not exactly my purview, but I do think that 
some start has to be made, and in saying this I echo the opinion of 
Mr. Hearst. Some start has to be made first in comprehending the 
phase of communism we are now entering, and secondly, in fashioning 
the weapons that will aid us in winning this struggle. 

Mr. Hearst said at the National Press Club, and has repeated in 
numerous statements, the belief that one side or the other will prevail. 
We are in agreement with Mr. Khrushchev on that, that the second 
half of this century will determine which way of life will gain the 
upper hand, and our observations—Mr. Hearst’s, Mr. Smith’s and 
my own—have seen our country emerge into world leadership whether 
it asked for it or not, and we have seen it acquit itself of this responsi- 
bility in a way which I believe no previous recorded history presents 
any example quite as fine or as magnificent. 

If I may use Mr. Hearst’s words in approaching this subject, he 
said we of this generation can see very clearly that perhaps we are not 
in immediate danger, for strategic reasons we feel our generation will 
survive any attempt to overthrow it, but he says we have to think of 
the future years, of our children and the kind of world they will live 
in, and therefore it becomes necessary to organize the planning and the 
thinking that will enable us to emerge victorious in this struggle. 

It is fundamental with Mr. Hearst and with our appreciation of 
what is’ going on in the world that the struggle with communism will 
last a long time, that these complacent interludes are more difficult 
to understand and to win than the sheer showdown of a shooting war 
or of a tense period in international relations. He wrote in February 
that the cold war—and we were using the term at the time—that the 
cold war is going to be much more subtle than it was under Stalin. 
Of course at that time we had no means of knowing that the moves of 
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the Russians were then in progress, the Austrian settlement and the 
overtures to West Germany and things like that. So it will be more 
subtle and more difficult to understand, and in passing I might say 
that the Communists by their own theory will make any move and 
condone any move if it helps them in their struggle. For instance, 
Khrushchev and Bulganin went to Belgrade recently in a mood that 
might be interpreted as an apology, with hat in hand, but it was not 
an apology and Tito understood it was a shift and a tactical move. 

We say in here—again pointing out it was written in February when 
much alarmist talk filled the air—we say Russia wants peace because 
it needs peace. It is not equipped for a showdown with us at this 
time on a shooting basis so they are bargaining for time. If there is 
a part of this booklet we are proud of it is chapter 3, dealing with 
Russia’s weaknesses. Communism in Russia, as we saw it, is under 
reat stresses. They have many conflicts that might well be insoluble. 
They have problems which, even without a cold war, would still 
remain, and they are having terrible trouble in solving them. 

[do not want to take too much of your time, but this is all a prelude 
to our thinking that a good deal of planning for the coming phase of 
what we call competitive coexistence is needed. If there is some 
money available that will aid us in this year of 1955 to accurately 
anticipate Russian moves, that will bring us into contact with them 
in ways that will not provoke a war but will still enable us to make 
ground in this struggle, we are confident the net result will be a gain 
to the United States. 

I must apologize for not having our idea of a competitive coexistent 
council in more concrete terms, but, as we say in this book, that would 
be the task of a planning board, to understand the struggle and to 
perhaps plan the ways of bringing it to a successful conclusion. 

| understand before this committee is a specific recommendation for 
certain moneys to be allotted for cultural endeavors. We believe that 
any of our artists that go abroad should recognize that in a sense they 
are American citizens who are doing a duty to their country and that 
their appearance and their performance and their conduct will have a 
direct bearing on the results of our trouble with the Communists. We 
think that they should attempt to get close to the people in the coun- 
tries where they perform, they should be available at clinics where 
the young people who might be interested in the theater or in sports 
could get to them, and it should not be regarded as a triumphant 
parade or excursion, but as a definite contribution to good competitive 
coexistence. 

i was reading that Oklahoma will be shown in Europe, and I think 

that is fine, and I understand some dignitary is giving the cast a 
garden party and that it will be the social event of the season. A 
little social life does not hurt anybody, but my opinion is that will 
not particulary contribute to our success in the ideological struggle; 
but if it could be arranged, by planning and by knowledge of what is 
going on, for them to see the young people and talk to them and 
answer their questions, | am sure it would be a step forward. 
_ We just came back from Russia so full of the belief that the Amer- 
ican way of life has so much more to offer than the Russian way of 
life that if we can let the people of the world see it, believe me, any 
comparison is bound to tip the balance in our favor. 





412 


I think I am rambling a little bit here and perhaps getting away 
from the core of what you gentlemen are interested in, but that js 
our only message, the message of Mr. Hearst, that some comparison 
of what is going on must be grasped by our policymakers now, and 
some means of combating this cold war must be devised. 

Mr. Roonry. Thank you for your very interesting statement. You 
must realize that the committee has the advantage of advice from the 
State Department from the top level and has access to intelligence, 
and so forth, in regard to the situation between the Soviet Union and 
the United States today. 

(Discussion off the record.) 


EMERGENCY FuNp FoR INTERNATIONAL AFFAIRS 


WITNESS 


HON. ADAM C. POWELL, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW YORE 


Mr. Roonry. The committee is now pleased to hear from the dis- 
tinguished gentleman from New York, Mr. Powell, with regard to this 
requested appropriation in the amount of $6 million, funds appro- 
priated to the President. 

Congressman Powell, do you have a prepared statement? 

Mr. Powe tt. I do not, Mr. Chairman. 

Mr. Rooney. Will you proceed, please, with your remarks? 


GENERAL STATEMENT 


Mr. Powrti. Mr. Chairman and members of the committee, I 
would like to say that I am wholeheartedly in support of this program, 
and I base my support of the program upon firsthand knowledge of the 
entire picture, as I have seen it, revealed in Europe, and in the Far 
ee plus my intimate association with people of the entertainment 
world. 

Mr. Robert Breen and Blevins Davis are the producers of the most 
successful cultural offensive we have waged—Porgy and Bess. 

At a subsequent date I propose to insert into the record the mag- 
nificent tribute paid to our country by virtue of the appearances of 
this opera all over Europe and North Africa. It is now on its way to 
South America. Also, I happened to be helpful in obtaining the new 
Fisk Jubilee Singers. 

These young men and women, singing Negro spirituals, have just 
taken India by storm. I have received tremendous press tributes 
concerning them, and these press tributes laud us, the United States. 

I just read in the New York Times today of the tremendous impact 
of Red China’s opera company on Paris, and I would like to put that 
article into the record in order to show what kind of an impression |s 
being made. 

(The article referred to was supplied to the committee.) 

The French Cultural Minister told me in Paris last year that over 
1,000 artists from behind the Iron Curtain had come to France in the 
past 2 years. 

Gentlemen, this is not an appropriation which should be cut. It 
should be stepped up. Right now, for instance, my wife is heading 4 
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ynit of Negro and white American artists to tour Africa and Asia, all 
of them doing this without their usual fees. My wife’s usual concert 
fee runs between $1,000 and $1,500 a night. They are planning to 
do this at the lowest possible figure for the Department of State. 

[ can tell you, having just come back from the Far East, that such 
a group of Negro and white people, under the Stars and Stripes, 
performing throughout Asia and Africa, would have tremendous 
psychological value. 

In conclusion, gentlemen, I would like to submit to you, and I 
suppose you have seen it already, the amounts of money being spent 
by European satellite countries for cultural offensive purposes, and 
| would like to have these two pages, if I may, included in the record. 

(The matters referred to follow: ) 

Estimated Soviet expenditures for propaganda, 1953 
[In millions of dollars} 


| 


| Itemized | Percent Subtotal Percent 





I. Printed propaganda material: 
(a) Books and pamphlets (domestic) - - - - 
(6) Newspapers (major only) !- tiptoe 
(c) Special propaganda publications for dis- 
tribution abroad 
II. Oral propaganda: 
(a) Full-time propagandists 2 
(6) Part-time propagandists 3___-____- 
(c) Propagandists in training 
Ill, Radio propaganda beamed abroad 4__._.......----- 
IV. Maintenance of TASS_.-.........--- 
\. Use of films j Siadtaith & ssiaas hceabiics edad dabia 
VI. Cultural relations, visitors to and from the 
U.8.8.R 
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Pravda, Izvestiya, and Trud. 
? 375,000 full-time propagandists with an average annual wage of 9,000 rubles. 
$2,100,000 workers. 
‘ Does not include expense for jamming incoming foreign broadcasts. 


Estimoted expenditures for propaganda purposes in East European satellite countries, 
1953 


[In millions of dollars} 


Country: Amount | Countrv—Continued Amount 
Albania _ Poland. _- 200 
Bulgaria : Rumania__ - 

Czechoslovakia___ 
Hungary Total 


3. Estimates of Communist propaganda expenditures in free world countries 

A few estimates have been prepared by various authorities on Communist 
expenditures in particular countries. 

rhe Italian Government has estimated that the Italian Communist Party has 
an annual budget of between $40 million and $48 million. This covers all activi- 
lies of the party, but in a country like Italy most Communist expenditures are 
for either direct propaganda or propaganda-related political activities. 
A recent estimate by the National Committee for a Free Europe places in 
“calculable expenditures by and for the Communist Party of Great Britain and 
's causes’’ at $500,000 per year, and labels this as a conservative estimate. 
Again, it can be assumed that the bulk of this outlay is for propaganda and 
propaganda-related political activity. 

It has been estimated that in France a sum of about $150 million per year is 
‘pent by the Communists, with $30 million coming from Communist nations 
and the balance raised by the local Communist Party and its front organizations.' 


Ni oan Information Programs of the United States, Senate Committee on Foreign Relations, Rept. 
NO, , 195 ,D. i 
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Western officials in Bonn recently estimated that Communist East Germany 
is spending more than $30 million per year on propaganda designed to influence 
West Germany.? j 

A writer in Organiser, an Indian publication, has estimated that the propagandg 
budget of the Communist Party of India runs up to $2 million per month. 


Finally, I would like to have this letter included in the record, 


(The letter referred to follows:) 

Howse OF REPRESENTATIVEs, 
Washington, D. C., June 20, 1955. 

Dear CoLieaGueE: Inspired by President Eisenhower’s warm endorsement and 
upon the request of Mr. Robert W. Dowling, chairman of the fund raising com. 
mittee, I am asking your support of Salute to France. 

As Mr. Robert E. Sherwood has stated, ‘‘The people of Europe have beep 
drenched with propaganda, first by the Nazis and then by the Communists, which 
says in effect: ‘The Americans have money, they have power, but they are 
uncultured barbarians.’ The Salute to France is one magnificent answer to that 
propaganda, and it is being given not by our Government, but—as it should be— 
by the American people.” 

Mr. Dowling is spearheading the drive to collect $356,000 which will be used 
to finance our cultural offensive in France. 

The American National Theater and Academy has organized this unprece- 
dented program with the wholehearted cooperation of the many artists involved 
and the financial support of public-spirited citizens. No Federal money has been 
allocated to this project. 

In Washington, D. C., on Tuesday, June 28, 1955, the opening night of Can- 
Can at the National Theater is given as a benefit for Salute to France under the 
patronage of Mrs. Eisenhower and sponsored by His Excellency, the Ambassador 
of France and Madame Couve de Murville. This will be the first road appearance 
of Can-Can after its successful engagement on Broadway. 

Your donation of at least $25 will entitle you to two orchestra seats for Cole 
Porter’s musical comedy triumph. 

* * * * * * * 

Please make checks payable to SALUT A LA FRANCE BENEFIT (ANTA). 

* * * * * * * 
Very truly yours, 
ApaM CLaytTon PowELL, Jr., 
Member of Congress. 


Gentlemen, this is the Salute to France which I have been associated 
with from its beginning. Mr. Robert Dowling is the head of it. 

Our President, Mr. Eisenhower, has endorsed it. 

I would like to submit this for the record. 

(The matter referred to follows:) 


SALUTE TO FRANCE BY THE VERY BEst oF OuR AMERICAN THEATER Most 
BALLET, AND ART 


President Eisenhower has said: 

“This presentation will be of vast significance to the cause of friendship and 
understanding between the people of America and Western Europe. 

“T wish to reaffirm my warm endorsement of the undertaking.” 

Dwiaut D. EIspNHOWER. 

The President knows whereof he speaks. 

For the people of Europe have been drenched with propaganda, first by the 
Nazis and then by the Communists, which says in effect: ‘‘The Americans have 
money, they have power, but they are uncultured barbarians.” ue 

The Salute to France is one magnificent answer to that propaganda, and it's 
being given not by our Government but—as it should be—by the Americal 
people. 

It is nonmilitary assurance of our strength to our friends of the free world. 

The American National Theater and Academy has organized this unprecedented 
program, with the wholehearted cooperation of the many artists involved, a0 
with the financial support of public spirited citizens. 

The broader this base of support, the more effective this gesture will be. 

We should like to be able to announce, proudly, that this Salute has been made 
possible by the donations of tens of thousands of American citizens. 


2 Reported in the New York Herald Tribune, Jan. 31, 1955, 
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We hope you will participate with us in this history-making event. 
Ropert EE. SHERwoop, 
Chairman, Theater Division. 
This check and pledge card are for your convenience. Please make your con- 
-ibution by signing either of them now. They may be handed to theater ushers 
- mailed in this postage prepaid envelope. 
Contributions are deductible from vour income tax. 


PERFORMING ARTS 


Oklahoma, June 20—July 3—Champs Elysées, starring Shirley Jones; Rodgers 

and Hammerstein, producers; Rouben Mamoulian, director. 

” The Skin of Our Teeth, June 28-July 3—Théater Sarah Bernhardt, starring 
Helen Hayes and Mary Martin; featuring George Abbot and Florence Reed: 
produced by Producers Theater, Alan Schneider, director. 

Medea, June 14-18—Théater Sarah Bernhardt, starring Judith Anderson; 
Guthrie MeClintie, producer and director. 

Philadelphia Orchestra, May 19, Paris Opera; May 23, 24, Palais de Chaillot; 
Eugene Ormandy, conductor; William Warfield, guest artist. 

New York City Ballet, June 8-14, Champs Elysées; starring Diana Adams, 
indré Eglevsky, Melissa Hayden, Tanaquil LeClerq, Maria Talichief; George 
Ralanchine, artistic director; Lincoln Kirstein, general director. 


VISUAL ARTS 


American Art of the Twentieth Century, March 30—-May 15, Musée d’art 
Moderne; largest exhibition of modern American art ever sent abroad. 

David to Toulouse-Lautree, April 20—-July 5, Orangerie; exhibition of 19th 
century French paintings, drawings, and watercolors owned by American museums 
and private colleetors. 

OFFICE OF THE MAyor 
CITY OF NEW YORK 


“The people of France, as an expression of their regard for our country pre- 
ented to us in 1884 the now world-famous Statue of Liberty. The money for 
for the execution of this statue and its transportation to the United States was 
raised from thousands upon thousands of French people. Theirs was a gesture 
we will never forget. 

“New York salutes the city of Paris and the people of France. My heartfelt 
best wishes to each and every one of the groups who go as our ambassadors of 
appreciation, friendship, and good will.” 


RoBertT F. WAGNER. 


Mr. Powreii. Gentlemen, this amount of money is coming out of 
ourown pocket, the American people. We have raised about $400,000 
ind we still have to raise $150,000, more. 

We have sent over to France, Oklahoma, which is now going to 
ltaly, The Skin of Our Teeth, Medea, the Philadelphia Orchestra, 
New York City Ballet, and the American Art of the Twentieth 
Century. 

This forthcoming Tuesday, a week from tomorrow, here in this 
town a the opening of Can- -Can, we will try to raise more funds. 

Gentlemen, it seems to me that all of this points up the fact that here 
are American citizens digging into their pockets, trying to raise 
$950,000, for the sole purpose of trying to bring about better relations 
between the people of France and the people of the United States, 
ind we here are worried about a $6 million appropriation. We are 
liscussing whether we should appropriate it or not, er would be 
of tremendous value in carrying on a cultural offensive. Gentlemen, 
{would like to leave with the committee a letter which I have just 
‘nt to each one of you, asking you to make a donation to Salute to 
France, and the literature, Salute to France. 

Thank you for giving me this opportunity to appear before your 
committ ee. 

Mr. Roonry. Thank you very much, Congressman Powell. 

§3859—55 27 
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SUBCOMMITTEE ON DEPARTMENT OF AGRICULTURE anp 
RELATED AGENCIES APPROPRIATIONS 


JAMIE L. WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
CHARLES B. DEANE, North WALT HORAN, Washington 

Carolina CHARLES W. VURSELL, Illinois 
WILLIAM H. NATCHER, Kentucky 


TUESDAY, JUNE 21, 1955. 


DEPARTMENT OF AGRICULTURE 
RuraAL DEVELOPMENT PROGRAM 


WITNESSES 


TRUE D. MORSE, UNDER SECRETARY OF AGRICULTURE 

ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

DON PAARLBERG, ASSISTANT TO THE SECRETARY OF AGRICUL- 
TURE 

CLARENCE N. FERGUSON, ADMINISTRATOR, EXTENSION SERVICE 

R. B. McLEAISH, ADMINISTRATOR, FARMERS’ HOME ADMINISTRa:- 
TION 

CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS 
DIVISION, FARMERS’ HOME ADMINISTRATION 

GEORGE W. IRVING, JR., DEPUTY ADMINISTRATOR FOR RESEARCH, 
AGRICULTURAL RESEARCH SERVICE 

O. V. WELLS, ADMINISTRATOR, AGRICULTURAL MARKETING 
SERVICE 

D. A. WILLIAMS, ADMINISTRATOR, SOIL CONSERVATION SERVICE 

HOWARD V. CAMPBELL, CHIEF, FARMERS’ HOME DIVISION, OFFICE 
OF THE GENERAL COUNSEL 

R. LYLE WEBSTER, DIRECTOR, OFFICE OF INFORMATION; AND 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFTI- 
CER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirtren. Gentlemen, the committee will come to order. 

We are meeting to consider the budget recommendations of the 
President with regard to the small farmer, found in House Document 
171 dated May 26, 1955. The pertinent portion of the document 
will be inserted in the record at this point. 

(The matter referred to is as follows:) 


“EXTENSION SERVICE 
“PAYMENTS TO STATES, HAWAII, ALASKA, AND PUERTO RICO 


“For an additional amount for ‘Payments to States, Hawaii, Alaska, and Puerto 
Rico’, to be distributed in accordance with the provisions of the 1955 amendments ‘0 
the Smith-Lever Act, $1,250,000: Provided, That this paragraph shall be effective 
only upon enactment into law during the first session of the Eighty-Fourth Congress 0! 
H. R.—_ or S. ——. 

‘““PEDERAL EXTENSION SERVICE 


“For an additional amount for ‘Federal Extension Service’, for administrat!! 
and coordination, $35,000. 
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“Sor, CONSERVATION SERVICE 
“CONSERVATION OPERATIONS 


“For an additional amount for ‘Conservation operations’, $150,000. 


“AGRICULTURAL MARKETING SERVICE 
“MARKETING RESEARCH AND SERVICE 


“For an additional amount for ‘Marketing research and service’’, for marketing 
research and agricultural estimates, $250,000. 


“FarRMERS’ HOME ADMINISTRATION 
“LOAN AUTHORIZATIONS 


“For additional amounts for ‘Loan authorizations’, for (a) loans under title II 
of the Bankhead-Jones Farm Tenant Act, as amended, $15,000,000; and (b) loans 
o low-income farmers (including part-time far mers), in accordance with the provisions 
f 1955 amendments to the Bankhead-Jones Farm Tenant Act, as amended, 
§15,000,000: Provided, That clause (b) of this paragraph shall be effective only upon 
enactment into law during the first session of the Eighty-Fourth Congress of H. R. — 
or S. : Provided further, That no loan may be made from funds authorized by 
said clause (b) which shall result in the borrower’s principal indebtedness on account 
of such loan or loans exceeding $10,000: Provided further, That not to exceed the 
foregoing several amounts shall be borrowed in one account from the Secretary 
of the Treasury in accordance with the provisions set forth under this head in the 
Department of Agriculture Appropriation Act, 1952. 

“SALARIES AND EXPENSES 

“For an additional amount for ‘Salaries and expenses,’ $850,000: Provided, 
That $500,000 cf this appropriation shall be effective only wpon enactment into law 
during the first session of the Eighty-Fourth Congress of H. R.—— or S.——. 


‘‘OFFICE OF THE GENERAL COUNSEL 


“For an additional amount for ‘Office of the General Counsel’, $36,000: 
Provided, That this appropriation shall be effective only upon enactment into law 
during the first session of the Eighty-Fourth Congress of H. R. —— or 8S. 


“OFFICE OF THE SECRETARY 


“For an additional amount for ‘ Office of the Secretary’, $19,000. 


‘‘OrricE OF INFORMATION 


‘For an additional amount for ‘Office of Information’, $30,000.” 

The foregoing proposed supplemental appropriations of $3 million and loan 
authorizations of $30 million are needed to enable the Department of Agriculture 
to carry out its responsibilities in connection with the program of assistance to 
low-income farmers, In furtherance of the special message to Congress on April 
27, 1955, substantive legislation is being requested separately in two areas: (1) 
Amendment of the Smith-Lever Act of June 23, 1954, to authorize appropriations 
for payment to State extension services on the basis of special needs outside the 
existing formula in order to concentrate the special funds in areas where pilot 
programs are to be conducted, or more intensive assistance to low-income farmers 
is to be rendered; and (2) legislation to permit the Farmers’ Home Administration 
to make loans to low-income and part-time farmers who are unable to obt in 
needed credit from private or cooperative sources or under the provisions of titles 
[and II of the Bankhead-Jones arm Tenant Act, as amended, in order to assist 
them in improving their status. 

hese appropriations and additional loan authorizations will provide for 
concentrated utilization of the facilities best suited for making the maximum 
contribution toward a cooperative program in selected areas aimed at improving 
the incomes of small farmers. 

rhe purpose of the proposed provision under the appropriation for “‘Salaries and 
xpenses,’’ Agricultural Research Service, is to make funds available to replace a 
building destroyed by fire on March 15, 1955. The building housed facilities 
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which had been used for equipment repair purposes for a number of years, \ 
other buildings are available for such use. No additional appropriation is being 
requested for this purpose since adjustments within the overall program of the 
Agricultural Research Service will be made to meet the cost of replacement. . 

Also, I think it well to insert in the record the message of the Py 
dent dated April 26 in connection with this subject. 

It is quite something to differ with our President. But as you know 
I have completely different views as to what will help the farme; 
I think the farmer’s income is a matter of price, times the amount of 
his production, less his costs; and I think any real cure is going to have 
to be directed to those three things. 

(The message referred to follows:) 


eS]- 


THE Wuitre Howusr 


To the Congress of the United States: 

In this wealthiest of nations where per capita income is the highest in the world 
more than one-fourth of the families who live on American farms still have cash 
incomes of less than $1,000 a year. They neither share fully in our economic and 
social progress nor contribute as much as they would like and can contribute to 
the Nation’s production of goods and services, 

This human problem is inadequately pictured by charts and figures, (Cur. 
tailed opportunity begets an economic and social chain reaction which creates 
unjustified disparity in individual reward, Participation diminishes in commu- 
nity, religious, and civic affairs. Enterprise and hope give way to inertia and 
apathy. Through this process all of us suffer. This problem calls for under- 
standing and for action. 

We must open wider the doors of opportunity to our million and a half farm 
families with extremely low incomes—for their own well-being and for the good 
of our country and all our people. 

tecommendations to achieve this end have been made to me by the Secretary 
of Agriculture. I transmit them to you, with my general approval, for your 
consideration. 

The Secretary’s recommendations for starting the program are based on the 
accompanying report prepared for him by the Department of Agriculture, entitled 
“Development of Agriculture’s Human Resources, a Report on Problems of Low 
Income Farmers.’ This report, more than a year in preparation, emphasizes th 
long-range nature of the low-income problem in agriculture and will serve to 
stimulate continuing study and action. Nevertheless, an immediate start is 
extremely important. 

The essential cooperative nature of the undertaking is clear. The recon- 
mended program is cooperative as regards individual and group action, as regards 
private and public agencies, and as regards agencies at local, State; and Federal 
levels. 

The Secretary’s 15-point program recognizes that this is not exclusively an 
agricultural problem but that opportunities for off-farm employment are a par 
of the solution. Recommendations emphasize the voluntary approach, the in- 
portance of working with young people, and the desirability of broadening the 
program as experience is gained. In all matters, the urgency of the problem 
recognized. The proposed program, however, is one of prudence as well as zeal. 

A many-sided attack is essential. We need an integrated program in which 
each part contributes to the whole. Each will be more effective if the others ar 
adopted. Together, they will help toward a solution within the framework of 
freedom for the individual, respect for his rights as an American citizen, a0 
opportunity to participate more fully in the economic life of our Nation. s 

Proposals for enabling legislation and the necessary appropriation shortly W!! 
be presentea to the Congress for consideration. 

Dwicut D, EIseNHower. 

THe Waitt Hovsse, 

April 26, 1946. 


Mr. Wurrren. Following the President’s message, I should like ‘0 
have inserted in the record an editorial in which it is pointed out that 
the true answer to these problems lays with adequate income to the 
farmer. 


tion 


char 
reac 
dim 
way 
calls 

P 
to Ol 
well 


prog 
tion, 
IS to 
one- 
$24 
le 


prob 


alone 
creat 
own 


TI 
how 
smal 
acres 
use ¢ 
ete, 
smal 





rid, 
‘ash 
and 
> 10 


‘ur- 
ates 
mu- 
and 
ler- 


arm 
oO rd 


419 


(The editorial referred to follows: ) 
[Copy of editorial from Missouri Farmer, June 1955] 
Wirn Pariry Prices, FARMERS CouLp SoLvE THEIR Own PROBLEMS 
By Fred V. Heinkel 


One of the finest speeches President Eisenhower has made was the one dealing 
with the subject of the low income of farmers. He said: ‘In this wealthiest of 
nations, Where per capita income is the highest in the world, more than one-fourth 
of the families who live on American farms still have cash incomes of less than 
31,000 a year. They neither share fully in our economic and social progress nor 
contribute as much as they would like and can contribute to the Nation’s produc- 
tion of goods and services.” 

A HUMAN PROBLEM 


“This human problem,” the President stated, “is inadequately pictured by 
charts and figures. Curtailed opportunity begets an economic and social chain 
reaction which creates unjustified disparity in individual reward. Participation 
diminishes in community, religious, and civic affairs. Enterprise and hope give 
way to inertia and apathy. Through this process all of us suffer. This problem 
calls for understanding and for action.” 

President Eisenhower continued: ‘‘We must open wider the doors of opportunity 
to our million and a half farm families with extremely low incomes—for their own 
well-being and for the good of our country and all our people. Recommendations 
to achieve this end have been made to me by the Secretary of Agriculture.” 


ENCOURAGING— UNTIL 


Though couched in broad and general terms, the President’s speech seemed to 
show & sympathetic understanding of the problems of low-income farmers and a 
realization of the immediate need for a many-sided and well-integrated attack on 
those problems. I was much encouraged by his words—until I read what his 
Secretary of Agriculture proposes to do about the matter. 

My conclusion from reading the Secretary’s report is that his so-called 15-point 
program actually boils down to a 3- or 4-point proposal of research, study, educa- 
tion, and loans. The colleges of agriculture are to make research studies. FHA 
is to be authorized to lend to these farmers who, the President said, comprise 
one-fourth of all farmers, about $30 million, which would amount to around 
$24 each. 

Long-range plans are to encourage industries to locate in the areas where the 

problem is most acute and to help the unemployed and the underemployed to 
obtain work, 
_ True, such a long-range program has long been needed. But generally speak- 
ing, by the time these farmers are researched, studied, educationed, and financed, 
with $24 apiece, they will nearly all have been forced out of agriculture. They 
will either have taken their places on assembly lines in the city factories or joined 
the ranks of the unemployed. In short, the President’s program apparently 
dreamed up by Secretary Benson, will be ‘too little and too late.” 

What the low-income farmers of America need is the same thing that all farm- 
ers need: Parity prices for the things they produce. Of course, parity prices 
alone wouldn’t solve all the problems confronting all farmers, but they would 
create the opportunity for farmers to solve their problems themselves, in their 
oWn way, under our free-enterprise system. 


POINTLESS STUDIES? 


Chere is no point in studies of the problem of low-income farmers being made 
toW by the various colleges of agriculture. The colleges have long since shown 
small farmers how to farm vertically instead of horizontally; how, without adding 
Acreage, their small farms can be doubled and trebled in size through the proper 
use of the land and the application of the right kinds and amounts of plant foods, 


‘te, In addition, cooperatives such as the MFA furnish the opportunity for 


small farmers to put this knowledge to practice. 
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FIRST, PARITY PRICES 


Parity prices would beget efficient production, efficient production would merit 
adequate financing, and adequate financing would permit good care of the land. 
Thus, small-income farmers would attain a higher standard of living, become 
better citizens, and form a sound base for the entire economy of the Nation. 

President Kisenhower and Secretary Benson might just as well quit philosophis. 
ing and beating around the bush and face this farm problem squarely. Farmers 
must receive fair prices for the things they produce. Nothing else will suffice. 

Unless farmers receive parity prices for their production, more and more of 
them will sink into the category which the President describes. Instead of one- 
fourth of the American farmers receiving an income of less than $1,000 a year, 
one-half of them will soon be in that class. Then not much later, three-fourths 
will be flexed downward into that stratum. The low-income problem will grow 
and grow. 

HOW FAR WOULD $24 GO? 


Research, study, education, and $24 loans are not going to help farmers pay 
their taxes and interest, or support their respective communities. Speeches and 
reports about such a program can create in the minds of the nonfarm people the 
belief that the farm problem is being solved by a benevolent administration, 
Farmers have got to have fair and just prices for what they produce. To advocate 
anything less is to raise false hopes in the hearts of rural people. 

Meantime, while the depression in agriculture is growing worse and worse, 
week by week, Congress is in session. Let us hope that it won’t be sidetracked by 
the sweet talk of Mr. Benson and the President. The farm problem needs an 
early solution, and it can be solved only by the Congress and the administration, 
If they do not act, every American will feel the effects of the farm depression as 
it spreads into the Nation’s entire economy. 


SUMMARY OF PROGRAM 


Mr. Wuirten. We will also insert in the record at this point, the 


short breakdown of the various recommendations presented to the 
committee. 
(The statement referred to follows:) 


SUMMARY OF PROGRAM FOR IMPLEMENTING IN 1956 THE REPORT ON DEVELOPMENT 
oF AGRICULTURE’S HUMAN RESOURCES 


Farm families with low earnings make up more than a fourth of all the farm 
families. In 1949, about 1.5 million of approximately 5.4 million farm operator 
families in the country had cash incomes of under $1,000. Most of these families 
are on small farms. 

President Eisenhower, in submitting his recommendations for a new prograil 
to the Congress in January 1954, stated that the Secretary of Agriculture in co- 
operation with the National Agricultural Advisory Commission would “give 
further special attention to the problems peculiar to small farmers.’ In line 
with this statement, the Department and the Commission have undertaken 4 
review of this problem of low-income farmers. The purpose was to improve 
programs already operative, develop others which were feasible, and suggest 
others for congressional consideration. It was recognized that the problems of 
small farmers with low income are not of recent origin, nor could they be quickly 
solved. 

As a result of this comprehensive review, a detailed report setting forth the 
problem and recommendations for improving the status of low-income and patt- 
time farmers was transmitted to Congress by the President on April 27, 190 
(H. Doc. No. 149). Parts of the reeommended program are new; other segments 
have been operating, though not fully developed, for a number of years. Ih 
general, a plan of implementation, whereby new measures can be launched and 
established activities augmented, was recommended. Coordinated action on the 
part of the Congress, the Department of Agriculture, other Federal departments, 
and State and local agencies will be necessary to accomplish the broad objectivé 
of helping farm people with low incomes achieve the goals to which they aspite 
The report points out that it is believed that if the people are informed regarding 
their various opportunities and if their capabilities are so enhanced so as to Il 
crease the number of choices available to them they will make wise decisions 
which in turn will advance the national welfare. Accordingly, the propose 
solution is primarily educational and developmental, although other assistanct 
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) as direct aids in the way of credit and improved opportunities for off-farm 

employment are recommended. 

in furtherance of the special message to Congress on April 27, 1955, substantive 
ygislation is being requested separately in two areas: (1) Amendment of the 
snith-Lever Act of June 23, 1954, to authorize saatameenaabine for payment to 
sate extension services on the basis of special needs outside the existing formula 
in order to concentrate the special funds in areas where pilot programs are to be 
gnducted Or more intensive assistance to low-income farmers is to be rendered, 
and (2) legislation to permit the Farmers’ Home Administration to make loans 

low-income and part-time farmers who are unable to obtain needed credit from 
private or cooperative sources in order to assist them in improving their status. 

supplemental estimates of $3 million in appropriations and $30 million in loan 
authorizations are proposed for 1956 to provide for coordinated utilization of 
facilities of the Department agencies best suited for making the maximum con- 
tribution toward @ cooperative program in selected areas aimed at improving the 
incomes of small farmers. The estimates include provision for strengthening the 
work of the Department in research and education and soil conservation, and pro- 
vide for additional credit assistance. Consideration has been given to the extent 
to which these additional activities can be financed within the appropriations 
provided for fiscal year 1956. 

Other departments of the executive branch also carry out activities directed 
toward alleviating the problems of low-income farm people. This Department 
will work with the other departments to assure that their needs are being met and 
that a balanced, coordinated total program is carried out. 

Following is a schedule which summarizes the estimates of appropriations and 
loan authorizations required by the Department of Agriculture in 1956 to initiate 
in certain pilot areas the special program of assistance to low-income and part- 
time farmers, Attached are the detailed justifications for each of the items indi- 
cated in this summary. 
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Summary of estimates, fiscal year 1956 for assistance to low-income and part-time 
farmers 
Agency and item ate 
Agricultural Research Service: 1956" 
Salaries and expenses, research _ ___ - $380. O00 
To expand farm and land management research to meet 
special problems of low-income farmers ($310,000); and for 
studies to determine and improve the nutritional quality of 
diets ($70,000). 


Extension Service: 
Payments to States I 
For establishment of additional cooperative State extension 
programs in pilot areas to provide special assistance to low- 
income farmers to improve their agricultural resources and 
living standards. 
Federal Extension Service: 
Administration and coordination 35. 00 
To provide for administration, coordination, and special- 
ize program leadership to assist the States in carrying out 
the proposed program in selected low-income farming areas 


, 250, 000 


Total, Extension Service 


Soil Conservation Service: 
Conservation operations __ 150, 000) 
To provide for additional soils data and technical assistance 
of special applicability to low-income farmers in selected 
areas. 
Agricultural Marketing Service: 
Marketing Research and Service, marketing research and agricul- 
tural estimates D5) (0) 
To determine the supply and demand for farm products, 
and the feasibility of locating agricultural processing plants 
and auxiliary marketing service agencies in low-income areas 
($75,000); and for cooperative field studies of the factors 
underlying and accentuating the localized problems of low- 
income farm families ($175,000). 
Farmers’ Home Administration: 
Loan authorizations: 
Production and subsistence loans ___-_ 15, 000, 000 
Small farm development loans____- 15, 000, 000 
For loans to low-income and part-time farmers in 
selected areas, who are unable to obtain needed credit 
from other sources. 
Salaries and expenses 850, 000 
To provide for making and servicing approximately 4,820 
production and subsistence loans to low-income farmers and 
3,000 small farm development loans to low-income and part- 
time farmers. 
Office of the General Counsel _ _ - 36, 000 
For legal services in connection with the proposed program of 
the Farmers’ Home Administration for loans to low-income and 
part-time farmers. 
Office of the Secretary 19, OOU 
To provide for overall coordination of the proposed programs 
of the Department relating to assistance to low-income farmers. 
Office of Information 30, 000 
To provide for development of special visual materials for use 
by field workers in assisting low-income farmers. 


Total estimate, 1956: 
Direct appropriations 


3, 000, Om 


Loan authorizations (FHA) 30, 000, 000 
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GENERAL STATEMENT 


Mr. WurtteN. Mr. Morse, we will be very glad to have your 
ceneral statement at this time. 
~ Mr. Morsg. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, it is a privilege to 
appear before you and explain the items in the supplemental estimate. 
The program for which this supplementary request is being made is, 
as you know, the program to aid farm people in areas of low income, 
recommended by Secretary Benson and transmitted to the Congress 
by President Eisenhower on April 26 with his general approval. This 
project is being referred to as the rural-development program. 


RURAL-DEVELOPMENT PROGRAM 


There are a million and a half farm operator families which receive 
less than $1,000 annual net cash family income from all sources. This 
is more than one fourth of all our farm families. The objectives of 
this program are to help farm people with low incomes achieve the 
goals to which they themselves aspire. 

The supplemental budget which is before you totals $3 million in 
appropriations and $30 million in additional lending authority. 

At the time when the regular 1956 budget was submitted, the studies 
which led to the recommended program were not completed. Hence 
the regular budget could not include the items before us today. A 
number of budget items recently approved by the Congress will permit 
a certain amount of activity parallel to that covered by the budget 
items before you. Frankly, we intend to do all we can to meet the 
problems of low income farmers within presently available funds, but 
we can do much more with added funds if the Congress sees fit to 
grant them. 

The program before you is a modest one. It is modest for reasons of 
prudence, because we will be learning as we go and we wish to build 
soundly on experience. 

Next year, appropriations to expedite the rural-development pro- 
gram will appear as an integral part of the Department’s budget 
request. They will be included as part of the regular activities of 
the various exist'ng agencies. It will be possible to indicate the total 
sums involved, but tne rural-development program will be integrated 
within the budgets of the various agencies in the same manner as 
expenditures for the various phases of our work on dairy problems, 
for example. 

LEGISLATION NEEDED 


Only two legislative items need be enacted to permit us to move 
forward on the Secretary’s recommendations. One is legislation 
which would permit the Extension Service to concentrate Federal 
funds in needed areas, outside the regular formula. This legislation, 
5. 2098, was passed in the Senate on Friday. The other is legislation 
which would permit Farmers Home Administration to make loans to 
part-time farmers. This legislation has been introduced by Senator 
Ellender as S. 2099. The two bills have not yet been introduced in 
the House. 

In developing recommendations for our rural-development program, 
we drew heavily on the work of the Congress. We propose to expand 
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and adapt activities which the Congress has long supported, such as 
supervised credit, research and extension. We obtained valuable 
help from studies of rural underemployment done by the Join 
Committee on the Economic Report. 


ACCOMPLISHMENTS TO DATE 


Much has been accomplished in this field during the .past several 
years. Social security was extended last year to more than 5 million 
farmers and hired workers. Research work has been increased 
Extension work has been stepped up. Rural electrification and 
telephone service have helped raise living levels. Opportunities for 
off-farm employment have been improved by the providing of em- 
ployment information. Health services have been improved. Edu- 
cational opportunities have been broadened. But these programs 
have not been fully coordinated and operations have been on an 
insufficient scale. 

I have heard it said that there is little which is new in the rural 
development program. Of its separate parts this is undoubtedly true 
to a certain extent. But the coordination of these separate parts is 
new, emphasis on a balanced vocational training program is new, the 
adoption of the farm-unit approach is new, and the high degree of local 
responsibility is new. Especially, the emphasis we propose to place 
on this program is new. In any case, we are less concerned with 
whether the program is new than whether it is good; we are less con- 
cerned with documenting its parentage than with charting its future. 

Some people ask whether there should be a strengthening of our 
work with low-income people. 

President Eisenhower said in his letter of transmittal on April 26: 

We must open wider the doors of opportunity to our million and a half farm 
families with extremely low incomes—for their own well-being and for the good of 
our country and all our people. 

Secretary Benson used these words in making his recommendations 
to the President: 

The problem is more basic than low incomes expressed in dollars; the fact that 
it embodies human values—the lives and welfare of people and of families— gives 
rise to the title of the report, ‘‘Development of Agriculture’s Human Resources. 

Not only the farm families with low incomes, but the Nation itself 
has a vital stake in meeting these problems. In terms of modern 
living standards, these people do not make a living, yet for the greater 
part they live on what they make. They do so in many cases to the 
detriment of the health and education of their children, upon whom 
we shall have in part to depend for our Nation’s productive and 
military strength. 

In World War II, farmers showed the highest rates of rejection for 
military service—41.1 per hundred of the 18- and 19-year-olds as 
against 25.4 per hundred for all occupations. 

Those States which were classified in our study as having substantial 
areas where the low-income problem was serious had an average of 23.: 
percent of their draftees rejected. This was about 50 percent greater 
than the average in the remaining States. 

In the serious problem areas, only 10 percent of the rural farm 
population aged 25 or over had completed high school. For the rest of 
the United States the figure was 26 percent, more than twice as greal. 
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For many years, about half of the young men and women who reach 
working age on our farms have been taking urban employment. The 
jealth and education attainments of these young people is of interest 
vot only to them but to the people of our cities and to the Nation. 

The modesty of our request is not a measure of the size of the 
problem. Neither is it attributable to a lack of zeal in its solution. 
Rather, we are limited by available personnel and the restricted 
inventory of knowledge as to how we might best proceed. In this 
project we are dealing with a variety of complex problems, The 
rural development program has in it a substantial element of pioneer- 
ing and should provide for some scouting before a full-scale project 
is undertaken. We wish to avoid the errors that come from expand- 
ing too rapidly on the basis of limited experience, as was done some 
years ago With crop insurance. We recommend proceeding in the 
same manner as was done with the pilot watersheds, a project in 
which this committee had a vital part. 


PROPOSED PROGRAM 


The recommended appropriations which are before you relate to a 
program which is based on familiar and generally accepted ideas. 

The accent in this program is on youth. The young people are 
quickest to learn and the easiest to reach. Many low-income prob- 
lems can best be solved between generations. 

Solutions to low-income problems will be sought both within agri- 
culture and in off-farm employment. Decisions will be made by the 
people themselves. The idea will be to inform people as to their 
various opportunities, and to improve their qualifications for seizing 
them. Within that framework, decisions and responsibilities for them 
will be those of the people most concerned. 

This will not be a program dominated, administratively or finan- 
cially, from Washington. We intend that the program will be the 
catalyst which brings about the actions at the local level which the 
people themselves desire. For every dollar and every decision at the 
Federal level, there will be many dollars and many decisions at the 
State and local level. 

This program is not conceived as a substitute for price support as 
some people have alleged. It will supplement price-support activities. 
It will help round out our farm programs and bring the benefits of 
constructive government help to the group with the most difficult 
problems of all. 

We came to the conclusion, early in our studies, that low-income 

areas are a result of restricted opportunity, limited resources, and 
inferior education rather than any fundamental lack in the people 
themselves. 
_ The program seeks to expedite the wholesome solutions to the low- 
income problem which are already under way. In that respect it 
conforms to the goals and aims which the people themselves have 
expressed through their economic and social behavior. 

Central to the recommendations are those proven instruments of 
human betterment: Education, information, technical help, and finan- 
cial assistance which permits repayment from the proceeds of the loan. 

lhe Agricultural Research Service would undertake research to aid 
low-income farm families to improve their level of living. Part of the 
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job, especially in the first year’s operation, will be to assemble availab]. 
research information bearing on these problems. Particular emphasis 
will be given to development of guides concerning the size of farm 
required in order to produce specified levels of income for the farm 
family. It is expected that the State agricultural experiment stations 
would make a substantial contribution to this cooperative program 
from increased Federal funds and from currently available State and 
Federal funds. 

Research would also be conducted to determine the effect of shifting 
from full-time to part-time farming. ; 

Analyses of the food consumption patterns and quality of diets of 
low-income farm families in the pilot areas in relation to sources and 
methods of obtaining their food supplies would also be made. 

The Agricultural Marketing Service would evaluate market oppor- 
tunities and study the problems of underemployed rural manpower, 

It is planned that an appraisal will be made to help develop guides 
for determining the feasibility of locating agricultural processing 
plants in or adjacent to low-income communities. To provide basic 
data for use by the Department and other Government agencies, 
studies would be initiated in selected low-income areas to— 

(a) Develop information on the characteristics of the low- 
income population; 

(6) Develop facts for appraising long-range educational and 
vocational training requirements of the youth of low-income 
farm families; 

(c) Determine the status of available medical and _ health 
facilities serving low-income areas; and 

(d) Appraise the impact of low-income farm families of the 
extension of social security to farmers and farm wage earners. 

The Extension Service will attempt to meet the informational 
needs of farmers who expect to continue in full-time farming. _ Assist- 
ance will be provided in deciding such things as whether to enlarge 
their farms, to own or hire more equipment, or add more livestock; 
and if so how best to finance these things and get them done. 

However, the need for work of this type is not limited to those 
who have the desire, the ability, and the resources to develop success- 
ful full-time farm businesses. Nonfarm and part-time farming 
opportunities will also be evaluated when they appear as more 
promising alternatives. 

There will be need in some localities for educational work of 4 
different kind—stimulation of research and local study and initiative 
on possibilities for expansion of industry. The Extension Services, 
with their ties between the people in the counties and the research 
institutions in the State land-grant colleges and the Department of 
Agriculture, are in an appropriate position to help. They can guide 
local inquiry and initiative, suggest needed research, and bring the 
two together. 

The need for vocational guidance and training on the part of young 
people is not being adequately met. Since many of the young people 
in the low-income areas do not attend high school, some of the voca- 
tional guidance that is needed can best be channeled through 4-H 
Club work. 

Special extension educational methods and techniques are needed 
to reach the large group of underemployed low-income and part-time 
farmers. These will be developed. 
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The Farmers Home Administration would step up its supervised 
londing in the pilot areas to farmers with access to sufficient land who, 
with necessary credit for farm expenses and with proper guidance in 
following approved farm and home management practices, can farm 
oficiently and increase their net income substantially. The agency, 
in addition, would undertake in these pilot areas supervised credit to 
low-income and part-time farmers who because of insufficient land to 
develop full, efficient farming operations are unable to qualify for 
loans under titles I and II of the Bankhead-Jones Farm Tenant Act. 

The Soil Conservation Service will be responsible for furnishing 
basic data regarding soil resources. These data can be provided to 
some extent by soil surveys and soil maps already made. In addi- 
tion, the Soil Conservation Service must be prepared to make addi- 
tional soil surveys, supply interpretations of the survey data, and 
sive individual technical assistance in developing basic soil and water 
conservation plans under which farm families in the selected counties 
can maximize their production on a sustained basis. 

Soil scientists will make surveys and prepare maps with suitable 
legends and with any additional data that may be required. Soil 
conservationists will correlate the soil and water-survey data and 
assist farmers in developing conservation programs for their farms 
which will be coordinated with other needed farm and home-manage- 
ment plans. 

The Forest Service is in good position to provide needed assistance. 
The major areas in which special assistance is needed are generally 
those with poor land. These areas are also generally characterized 
by a large amount of forest Jand. However, much of this forest land 
in private ownership is far below its potential in use and productive- 
ness. Improved forest management and development of the forest 
industry potential in these areas can add greatly to both on-farm 
and off-farm employment and income possibilities. 

The harvesting of timber products and the manufacture of lumber 
and other wood products can provide increased employment in these 
areas. National forests in many cases are close to low farm-income 
areas. Additional small timber sales from the national forests can 
likewise stimulate local employment. 

The Forest Service directly and through the State foresters will 
take the leadership in these fields. 

The Office of the General Counsel would provide necessary legal 
services in developing regulations and necessary forms, including 
hotes, real-estate mortgages, chattel mortgages, and other instruments 
specifically adapted to this program. This Office would also give 
legal approval of loans and title to real estate offered as security 
therefor. 

The Office of Information would give special assistance to small 
farmers through the preparation and use of a totally new and different 
‘ype of simple, highly visualized informational materials for use of 
county workers who will collaborate in this program. 

Other activities, not in the Department of Agriculture and conse- 
quently not of primary concern to this committee, are a fundamental 
part of the rural development program. For example: 

lhe Department of Health, Education, and Welfare would encour- 
ige the States to expand vocational training, both for agricultural 
and nonagricultural opportunities, in rural areas of low income. 
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The Department of Labor would strengthen the Employmen 
Service in rural areas and adapt it further to the needs of rural people 
The Department of Commerce would aid the expansion of industry 
in rural low-income areas. 


ROLE OF PRIVATE INDUSTRY 


I would like to interpolate there that industries will be encouraged 
to expand in areas of unemployed rural people. This is important 
for both the future industrial strength of the Nation and for national 
defense. This development is already underway, especially in the 
South, but it needs to be speeded up. Opportunities for small and 
medium-sized plants for primary and secondary processing of locally 
grown farm and forestry products should not be overlooked. 

The study which led to the rural development program was broadly 
based. It has been in preparation for more than a year. It draws on 
information supplied by farmers and by the major farm organizations 
State agricultural experiment stations and other research institutions 
contributed substantially. The judgment and counsel of practically 
all recognized authorities in this field were made available. Organized 
labor, business, and religious groups were consulted as well as agri- 
cultural groups. 

Information and guidance were furnished by the Departments of 
Agriculture; Defense; Commerce; Health, Education, and Welfare: 
Labor; the Farm Credit Administration; and the Veterans’ Adminis- 
tration. Congressional reports and publications were also of valuable 
assistance. Of special value was the experienced judgment of men in 
local communities, in State agencies, and in the Department of 
Agriculture, who for many years have dealt at first hand with these 
problems. 

The study was a cooperative undertaking. Task forces, heading 
up in the Department of Agriculture but with personnel from all the 
above-named executive agencies, prepared background materiel. 
The National Agricultural Advisory Commission provided facilities 
for review. Substantial agreement was reached by all participating 
groups on the recommendations contained in the report. 


INTERAGENCY COMMITTEE 


A number of steps have been taken for organizing this program. 
Secretary Benson has indicated that responsibility for coordination 
of the program should be in the hands of the Under Secretary. Accord- 
ingly, I have set up an interagency committee within the Departmen! 
of Agriculture consisting of heads of all concerned agencies. Also, | 
requested the Under Secretaries of Commerce and Labor, and the 
Assistant Secretary of Health, Education, and Welfare, with 3 
representative from the Council of Economic Advisers, serve with me 
as an interdepartmental committee. 

The Extension Service and the Research Service organized a meetilg 
in Memphis on June 7 and 8, at which there was representation from 
28 States which have a major interest in the program. Matters of 
organization and procedure were discussed. The response Ws 
heartening. Various procedures were discussed for the very limited 
program which could be launched within present funds and for ti 
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program as the Secretary describes it, in the event that our budget 
requests are granted. i 

The response to the program thus far has been most gratifying. 
farm organizations, civic clubs, church groups, and private persons 
have indicated a desire to be helpful. There will be ample opportun- 
ity for these people to take a constructive part in the program as it 
jevelops. We must not falter, now that the program is before the 
people. If the energies of thsee helpful people are to be utilized, there 
must be evidence of forward motion. 

On the other hand, one of our problems will be to avoid overselling 
ihe program, to avoid promising more than we can deliver, to avoid 
the seeming promise that we can eliminate, in a short time, problems 
that go back a hundred years or more. 

Mr. Chairman, my associates and I will be glad to undertake to 
answer your questions regarding the individual items in the budget 
request which is before you. And I would like to suggest, if per- 
missible, that the press report on the significant meeting in Memphis 
be incorporated in the record. 

Mr. WurrrEN. We will be very glad to have it incorporated in the 
record. 

(The matter above referred to is as follows:) 


Unitep Srates DEPARTMENT OF AGRICULTURE 
Washington, June 8, 1955 
fWENTY-EIGHT STATES HEADED TOWARD RURAL DEVELOPMENT PROGRAM 


Following is a report of representatives of 28 States, issued et Memrbis, Tenn., 
the afternoon of June 8, 1955, following a conference to discuss long-range develop- 
ment of programs for rural development.) 

Representatives of agencies from 28 States and the District of Colum’ ia today 
wound up a 2-day meeting at the Hotel Peabody, Memphis, Tenn., encouraged 
by the outlook for long-range programs to boost incomes and stimulate better 
living conditions in many farming areas. 

Under Secretary of Agriculture True D. Morse, who attended the first day’s 
session, received a telephoned report on the conclusions reached by participants in 
the session. “I am delighted,’ he stated, ‘‘to hear that the conference has so 
quickly reached agreement on so many practical methods of cooperatively attack- 
ing the problems faced by farmers in these less productive areas. As the person 
designated to head up the Federal Government’s part in this attack, I want to 
assure the States that we will vigorously assist in the programs they devised.” 

Among the methods of attack agreed upon by working committees and reviewed 
by the conference are: 

1. On the Federal level, both the interdepartmental (Commerce, Agriculture, 
Labor, and Health, Education, and Welfare) and intradepartmental committees 
now existing should continue to function. 

2. State advisory committees representing all agencies and organizations 
servicing agriculture should be established and should take leadership both in 
Sate activities and in setting patterns for county committee operations and 
programs. 

3. Emphasis at all times should be placed on local initiative in making decisions. 

4. Commitments must be made as to the kind and amount of help needed at 
the county level to do the job. Programs should be vigorous and thorough. One 
work committee in an informal report put it: ‘‘Should not try to pawn off a feeble 
effort at rural development as the real thing.”’ 

). The conference recognized the need for additional information and methods 
of obtaining that information or “‘research.’’ The implication involves more than 
heW research; it involves a compilation and evaluation of past and current research 
a It might apply to specific areas and circumstances. 

6. Particular emphasis was placed on stimulation of local private initiative 
through civie clubs, churches, farm organizations, youth, and other organizations. 





430 


7. Although rural development programs emphasize agricultural employmep; 


they must include industrial, educational, and recreational developments as welj 


as those relating to health. Expansion of local industries should be encouraged 

8. Families must be encouraged to participate in the locally devised programs 
Confident, close relationships with family and neighborhood leaders must }. 
established. 

9. In summary, outstanding emphasis was placed on local initiative and par. 
ticipation, on availability of credit (but not as a cure-all in itself), and on the 
need for clear commitments on financial help and additional employees to get the 
job done. While many States are doing some work closely related to rural develop- 
ment, additional programs must be vigorously carried out. The States stand 
ready—as this meeting clearly demonstrated—to cooperate closely and prompt) 
in a coordinated attack on low incomes and low standards of living in the farming 
areas under discussion. 

States represented at the conference were: Alabama, Arkansas, Florida, Geor- 
gia, Illinois, Indiana, Kentucky, Louisiana, Maryland, Michigan, Minnesota 
Mississippi, Missouri, North Carolina, New Mexico, New York, Ohio, Oklahoma. 
Oregon, Pennsvivania, South Carolina, Tennessee, Texas, Utah, Virginia, Wash- 
ington, West Virginia, and Wisconsin. The United States Departments of Com- 
merce, Labor, and Health, Education, and Welfare were represented, as well as 
officials of the United States Department of Agriculture’s Agricultural Market- 
ing Service, Agricultural Research Service, Federal Extension Service, Farmers’ 
Home Administration, Forest Service, Rural Electrification Administration, Soil 
Conservation Service, and Office of the Secretary. The Farm Credit Adminis- 
tration also sent a delegate. About 125 persons attended the conference. 

Mr. Wuirten. Now I hope the committee will bear with me. | 
would like to develop the record as I see it, and each of you in turn will 
have adequate time to do likewise. 


BACKGROUND OF UNDER SECRETARY MORSE 


I notice, Mr. Morse, you are to head this program to try to do 
something about these 1,500,000 farmers who are in trouble. What is 
your background so far as agriculture is concerned, so that we may 
have that for the record? 

Mr. Morse. I was raised on a farm. I farmed while going to high 
school and then, for about 5 years, farmed full time before going to the 
University of Missouri and completing the agricultural course. Then 
for a time, I was doing extension work while in the college of agricul- 
ture. Iserved for about a year in the Extension Service as a specialist 
in economics and marketing after graduation, and then I engaged in 
farm management and appraisal work in an organization headquar- 
tered in St. Louis. 

In the development and expansion of that business, which I served 
as president after we incorporated it, our work and the work for which 
I was responsible carried me into every major section of the United 
States. The work we did in farm management and land appraising 
was carried forward primarily in about 20 States. 

What is more significant to this subject before us, in 1944 I was 
asked to deliver an address at Dallas, Tex., before the Southwest 
regional meeting of the chamber of commerce. I took as my subject 
this very problem which we have before us and particularly that 
phase which dealt with the opportunities in each trade area or local 
community to do just what we have been discussing—that is, to 
organize for more effective rural development. I proposed more 
effective tying together of business leadership, educational and 
religious leadership, along with agricultural agencies and farm leader- 
ship in a broad frontal attack on the problems of agriculture. 
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Vir. WaitreN. Nobody can argue with that being helpful and 
nobody can argue with the fact that is something whic h all communi- 
ties ought to “do. Some have and some have not. Personally, | 
jon’t believe it will reach the basic problem. 


TUPELO, MISS., PROJECT 


Mr. Morse. That address stimulated quite a lot of thinking and 
then, not as a result of my address, but because he desired to do 
something more than was being accomplished for his community, 
George McLain, whom you well “know is a leading citizen of Tupelo, 
\liss.. came in to consult us on what might be done. I gave him a 
copy of my address and suggested that the approach discussed be 
taken in connection with the Tupelo development. As a result, we 
spent over & year in an intensive survey of the trade area. We spent 
more money of the company on the program plan than we were paid 
in doing it. I was very anxious to do as thorough and complete a job 
as possible. The Tupelo program development was such that many 
people from various parts of Mississippi went there to study what was 
being done and the progress that was being accomplished. As a result, 
many other communities moved into activities of this kind. 

We wanted to see whether this was a practical approach; whether 
a community could carry forward after such a plan was developed. 
We did not necessarily encourage additional work of that kind on 
our part. However, as a result of the people who went to Tupelo to 
study the dev elopment, we were asked some 2 or 3 years later by 
Asheville, N. C., and Beckley, W. Va., to make development plans 
for them. Those programs have likewise been going forward and 
producing results. 

At the time I came to Washington, we were in the midst of setting up 
a program for a community in Indiana. 

In this program for low-income farmers we hope that we will 
greatly stimulate that type of local activity. 

These three or four communities with which we had experience are 
only a small part of the total activity. The University of Illinois, 
has a man who has been working with different communities; Okla- 
homa, Arkansas, and other States have been active, but it falls far 
short of the work that should be carried forward. This is true par- 
ticularly as related to developing more opportunities for low-income 
rural people. 

Mr. Wurrren. Again, nobody can question the wisdom or the 
value of local communities taking the action which you advocate here, 
which is a wholesome sort of thing. But the question I would seri- 
ously raise is as helpful as that js in developing the agricultural sec- 
tions and the people in the agricultural areas, whether that is any 
substitute or cure for higher cost, reduced prices and restricted pro- 
duction by Government order. 


FARM INCOME TRENDS 


I have before me the United States News and World Re sport of 
April 29—and that is certainly a conservative publication—which 
shows that the 1946 farm income was 12 percent of the national income, 
Whereas in 1948 the farm income was 11.6 percent of the national 
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income, in 1951 the farm income was only 9.4 percent of the nationa| 
income, and in 1954 it had dropped to 7.2 percent of the nationg| 
income. And that same publication shows that in 1954 farm prices 
that the farmer has gotten, with the period of 1909-14 being the hase 
of 100, are about 245 percent compared with 1909-14, while the prices 
the farmer pays have increased to 285 percent. 

Mr. ANDERSEN. I did not get how much that drop was. 

Mr. Wuitten. The prices the farmer receives have gone down to 
about 245 of what they received in 1909-14; whereas the cost of what 
the farmer buys has gone up to 285 percent of what he had to pay, 

Mr. ANDERSEN. What was the initial point? 

Mr. Wuirten. The initial point is 1909-14 and the top point was 
in 1951. 

Mr. ANDERSEN. How much was it then? 

Mr. WuirtteNn. In 1951, the farmer got a little over 300 percent of 
what he got in 1910-14 and it dropped down from 305 to 240 in 1954, 
so far as what the farmer received is concerned. But the price the 
farmer pays is almost at the highest level it has ever been, about 285 
percent of the 1909-14 base. 


EFFECT OF 90 CENTS-AN-HOUR MINIMUM WAGE 


Now the outlook is that the farm income is going to be even a 
smaller percentage in the current year; yet we find the Secretary of 
Agriculture recommending a 90-cents-an-hour minimum wage, which 
is his privilege. Apparently most Members of Congress, with the 
inflationary period that is underway, are going to vote for that much 
or more, judging by the action of the Senate. We find the President 


recommending that, and it can only have the effect of raising the cost 
of what the farmer buys. 

Do not you agree with that, Mr. Morse? 

Mr. Morser. Not necessarily. There are few workers that would 
be affected by the 90-cent minimum wage in the manufacturing 
centers and the centers which are supplying most of the commercial 
products which farmers buy. In most industries the wages are far 
above the 90-cents-an-hour level. There would not be an appreciable 
effect, if the increase in the minimum wage is held to 90 cents. There 
would be no appreciable increase in the cost of what the farmer buys. 

Mr. Wuirtren. You and I seem to have a lot to argue about. But 
you would agree there is nothing in it that would tend to reduce the 
farmer’s cost; you would agree that far? 

Mr. Morss. I would agree with that. On the other hand, you 
have to look, in this matter of wages, at both sides of the coin. As 
I understand it, if the income of workers is increased, they become 
better customers for agricultural commodities, and that should not be 
completely lost sight of in the effect on farmers. 

Mr. Waurrten. That was not what I asked; but even looking att 
in that way, if you raised it to $2 an hour, you think that would help 
agriculture—just figuring it on that basis? 

Mr. Morse. We would not want to apply extremes. 

Mr. Wuirten. I just want to see how far you would go. My ques 
tion was directed to the cost of what the farmer buys; you threw the 
other thought in gratis. Now, actually increasing the labor costs that 
go into what the farmer buys can only have the effect of increasing 
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what he has to pay. How much the effect would be is a matter of 
opinion. You don’t feel it would appreciably hurt the small farmer? 

\Mr. Morse. That was carefully determined before the recommen- 
dation went forward. 

Mr. Warren. But that is not an answer to my question. 

Mr. Morse. Any i increase would be very minor. 

Mr. Warrren. Very minor? 

Mir. Morse. Yes, sir. 

Mr. WHITTEN. The increase would be there, although you think 
it would be minor. 

Mr. Morse. There might be some, but I think it would be hard to 
detect. 

Mr. WuirTren. By that, you do not mean the situation is such now 
that a little more would not hurt anything? 

Mr. Morse. No, sir; I think any increase in cost to the farmer is 
something that should be given serious consideration. 

\Mr. Wurrren. I notice this whole recommendation is based on the 
fact there are 1,500,000 farmers with an annual income of less than 
$1,000, and you will note that is based in terms of dollars. Do you 
agree that farm income is price times volume of production, less cost? 

\Mr. Morse. Yes, sir; in addition, in this $1,000 figure, I believe 
\ir. Paarlberg, that includes nonfarm income from off-farm employ- 
ment. 

Mr. PAARLBERG. Yes, sir. 

\ir. Morse. So there is salary or wages included in the thousand 
dollars. 

\lr. Wurrren. How is that? 

\ir. Morse. In the thousand dollars is included income from off- 
farm employment. Often that is a very substantial part of the 
income, especially of farmers in the low-income areas. 

\ir. Wurrren. Farm income is so low farmers are stimulated to 
inake some money on the side. But it still leaves 1,500,000 farmers 
whose annual income is less than a thousand dollars, counting the 
money they make outside? 

\ir. PAARLBERG. That is correct. 


EFFECT OF CHANGE OF AMOUNT OF PRICE SUPPORT HAD ON PARITY 
FORMULA 


\Ir, Warren. Now going back to my question—and again I say 
there is nothing personal in this; a man is entitled to his views, and 
[do not mind you explaining yours. The change by your admin- 
istration of the amount of the price-support level is taking out of the 
parity formual the top cost of what the farmer pays for. everything 
he buys. In other words, under the law as you have changed it or 
recommended to Congress that it might be changed, the price support 
lev ls are not tied to costs as they were, but tied to the prices received 
for the last 10 years. Is not that right? 

\lr. Morse. Have they been previously tied to cost? Mr. Wells 
IS here » 

\lr. Wairren. Prior to the change in the law, the support level 
Was based on a fixed percentage of the average price that the farmer 
pad. Is not that correct? 

\lr. Wevus. Yes, sir. 
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Mr. Wuirren. So an ine rease in cost was reflected in a higher sup- 
port level, and a decrease in cost was reflected in a lower support 
level? 

Mr. We.ts. Yes, sir. 

Mr. Wuirren. What is your position in the Department, for tho 
record? 

Mr. Wetts. | am Administrator of the Agricultural Marketine 
Service, in charge of economic work. P 

All I want to say is that the average level of parity prices are 
approximately the same. You have to make allowance for the tran- 
sition under the new parity approach. The 10-year average device 
simply redistributes parity prices as between the several farm com- 
modities. 

Mr. Wuirren. Under the new parity formula, you drop a year 
and pick up a year each time. 

Mr. Wetts. Yes. 

Mr. Wuirren. And to that extent you have gotten away from the 
former formula, which was tied directly to the cost of items that 
the farmer buys. 

Mr. Wetuts. What I am trying to say is that now the formula is 
also tied, so far as the average of all parity prices is concerned, directly 
to the same cost formula as previously. 

Mr. Wuirren. But by dropping a year and picking up a new one, 
to that extent you have gotten away from that? 

Mr. Weuts. Correct, for particular commodities. 

Mr. Wuirren. Now with regard to practically all supported com- 
modities, the effect of that change is to lower the support level as | 
claim; is not that correct, Mr. Wells? 

Mr. We ts. That is quite true as to the more important basic 
commodities; yes. 

Mr. Wuirren. And yet the costs to which it was formerly direetly 
tied have continued generally to increase. 

Mr. Wetts. Correct. 

Mr. Wuirren. Now under the new formula, these price supports 
are decreased while costs are increasing. Cannot even you say it is 
no longer ties to cost as it was formerly? 

Mr. We ts. Well, what I am trying to say— 

Mr. Wuirren. I want an answer to the question, and then you 
may add what you want. 

If the price-support levels are decreasing and costs generally are 
increasing, is not that complete proof that the formula is no longer 
tied to cost, as it was formerly? 

Mr. We tts. The answer is “Yes, sir.” But let me add there are 3 or 
4 variable factors, and what I am saying is that the average of parity 
prices is still tied to costs, but we are introducing 2 additional 
variables. One is a 10-year moving average; the other is a flexible 
support system. 

Mr. Wuitten. What is the effect? 

Mr. We tts. The support prices on basic commodities have been 
trending down. 

Mr. Wuitrtren. While costs are going in the opposite direction. 

If you are right, and if costs continue to go up, and prices received 
continue to go dow n, in 20 years you would have a complete change of 
base, would you not? 
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\Mr. WeLLs. Yes. 

Mr. Waitrten. How far do you guess they would be apart in 20 
vears, if this trend of the moment continues? 

Mr. Wetts. I would say you would have a complete change of 
base. 

Mr. Wurrren. If farm prices continue to go down as they are now 
and costs continue to go up, because you drop a year eac th vear and 
pick up a new one, in 20 years, judging from the way prices have been 
going in the past 10 years, you would have a complete change of base. 
it would be based on a declining price level and an increasing cost 
level, would it not? 

Mr. Wexus. No, sir. The fact is that 20 years from now the 
average of our parity prices, if costs continue to go up, will be higher 
than they now are. It is true that the parity price for the com- 
modities which are the weakest marketwise would go down, but 
commodities which were relatively strong would go up. 

Mr. Wurrren. But the price received would decline and the cost 
would advanee, would it not? 

Mr. Weuts. Certainly, if they would go down. 

Mr. Morse. Mr. Chairman, you have said several times if the 
prices of the farmers continue to go down. IJ want the record to 
show that we do not expect that will be the longtime trend. The 
programs we have underway, if given an opportunity to demon- 
strate their merit, will show strength rather than weakness. 

Mr. Wuirren. Mr. Morse, goodness knows | hope you are right. 
But | think you are wrong, and judging by what has happened in “the 
two and a half years you have been in charge of the Department 
there appears little sound basis for your optimism. 

Mr. Morsr. Mr. Chairman, we will place that experience against 
the experience of the preceding 2 years, when prices tumbled a whole 
lot further than they have during the 2}; years we have been in office. 

Mr. Wairren. Deciding which is worse is hardly cause for optimism. 
The farmers’ situation is “definitely worse. But getting back to the 
question I raise, how long will the farmer have to live under this 
constantly decreasing portion of the national income—a $1 billion plus 
drop in farm income this year—while the national income is going up 
$20 billion? How long is this long range you say will straighten the 
larmer out? 

INCOME PER FARMER 


Mr. Morsr. I am glad you raised that question again. That 
article, apparently, did not deal with—or at least you have not 
brought it out—the income per farmer. Now, to get at the welfare 
of the farmer, you want to know what has happened to the income of 
the individual farmer on a per capita basis, or a per farmer basis. 
The discussions on previous occasions before this committee have 
shown there has been a strengthening and some increase in the income 
per farmer. While this decline in percentage of national income has 
taken place, there has been a decline in the ‘number of farmers. 


REDUCTION IN COTTON FARMERS 


Mr. Wurrren. That is probably true. If many farmers are forced 
out of business, the remaining farmers divided into farm income 
might be as you say. I would like to put into the record here the 
report of the survey which the Department made, at my instance, 
and which appears in a previous hearing, showing how many cotton 
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farmers were put out of business by the Department’s order cutting 

his production while foreign production increased. I would like to 

have that report which appeared in our other hearing inserted here. 
(The report referred to follows 


DEPARTMENT OF AGRICULTURE, 


Washington 25, D. C., February 3, 1955 
To Extension Directors in Cotton States: 


Congressman Jamie L. Whitten, chairman of the House Subcommittee op 
Agricultural Appropriations, has requested that a survey be made immediate) 
to secure the best possible answers to the two questions on the attached sheets, a 
supply of which we are sending you. 

On Wednesday, February 2, a group of State representatives from the Cotton 
States and the Department met and recommended the following procedure 
obtain this information. 

Will you please proceed immediately along the following lines: 

A. Contact other agency heads in your State and work out any mechanies 
necessary to get the information for each cotton county. 

B. We suggest that the county agent call together appropriate USDA per- 
sonnel operating within the county to discuss the questions and to answer them 
to the best of their ability. 

C. Send to the Federal Extension Service Washington, D. C., your county 
replies to arrive not later than February 16. Due to time limitations we suggest 
counties send report directly to the Federal Extension Service with copies to you 
for your information. 

Sincerely yours, 


to 


E. T. Benson, Secretary. 
State conservationists, SCS. 
Chairman of State ASC committees. 
State directors, FHA. 
Please give your best estimates for your county on: 

How many renter families (tenants and sharecroppers) have been or will 
be forced off farms due to 1955 reduction in cotton allotments? The question is 
concerned only with the number of renters (as defined above) forced off farms due 
to the 1955 reduction in cotton acreage allotments and not for other causes suc! 
as mechanization, drought, etc. 

Answer aoe se 

2. How many small cotton farmers (i. e., those with 5 acres or less of cotton 
allotted in 1954) will have net income for the farm reduced by $100 or more due 
to the 1955 cotton acreage reduction. Do not include in this estimate the number 
who may have income reduced due to not planting full allotments. The value of 
crops produced on acres diverted from cotton should be considered in arriving 
at the net income loss. 

Answer 


UnitTeD States DEPARTMENT OF AGRICULTURE 


ATTENDANCE AT CONFERENCE ON SuRVEY ON CoTTron ACREAGE REDUCTION, 
Room 218-A, Fepruary 2, 1955 


C. A. Vines, State extension service, Arkansas. 

Clay Lyle, director, State extension service, Mississippi 

G. G. Gibson, director, State extension service, Texas 

C. B. Ratchford, State extension service, North Carolina 

Shawnee Brown, director, State extension service, Oklahoma 

James T. Lunsford, State director, Farmers’ Home Administration, Alabama 

R. L. VanSant, State director, Farmers’ Home Administration, Georgia 

James W. Cross, Jr., chairman, agricultural soil conservation committee, Tennessee 

Ben Boatwright, chairman, agricultural soil conservation committee, Sout! 
Carolina 

Cecil Collerette, member, agricultural soil conservation committee, Arizona 

Charles A. Sheffield, Federal Extension Service 
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f. L. Langford, Agricultural Research Service 

x. B. Bridgeforth, Commodity Stabilization Service 
(. M. Ferguson, Federal Extension Service 

\(. H. Holliday, Farmers’ Home Administration 

1 C. Wheeler, Office of Budget and Finance 

\ilan D. Smith, Office of the Secretary * 

] A. MeConnell, Office of the Secretary 

E. C. Betts, Jr., Office of the Secretary 


Vumber of counties with 1,000 or more acres of cotton and number of counties reporting 


| | 

| Number of i| Number of 
counties Number counties Number 
having | of coun- having | of coun- 
1,000 or ties 1,000 or ties 

| more acres | reporting | | more acres |reporting 
of cotton | of cotton | 


\lbama — j Mississippi 
{rizona 7 || New Mexico---. 
Arkansas Rexs! : North Carolina- 
California >: . ¢ Oklahoma 
Florida — : South Carolina- 
Georgia a | Tennessee 

i Texas 
Kentucky - 2 | ; Virginia 
Louisiana 
Missouri al Total 


Summary of answe.s from 887 counties to the following question: 

“How many renter families (tenants and sharecroppers) have been or will be 
forced off farms due to 1955 reduction in cotton allotments? The question is 
concerned only with the number of renters (as defined above) forced off farms 
lue to the 1955 reduction in cotton acreage allotments and not for other causes 
such as mechanization, drought, etc.’’ 


Renter families Renter families 
\labama Ha 7, 554| Mississippi- — — -- Js Fi; 081i 
Arizona New Mexico. $webieee 137 
Arkansas , m4 North Carolina 2, 783 
California RS En 1,477 
Florida , 9} South Carolina_____. ’ _ 4,147 
Georgia B18 Tennessee ______ 3, 075 
Illinois ; ic. BW 5, 580 
Kentucky oo 108 
Louisiana : —— Qf -_ 
Missouri Total . 55, 348 


Summary of answers from 887 counties to the following question: 

“How many small cotton farmers (i. e. those with 5 acres or less of cotton 
allotted in 1954) will have net income for the farm reduced by $100 or more due 
to the 1955 cotton acreage reduction? Do not include in this estimate the number 
who may have income reduced due to not planting full allotments. The value 
of crops produced on acres diverted from cotton should be considered in arriving 
at the net income loss.” 


Alabama ; Mississippi 

Arizona p New Mexico 64 
Arkansas Bekok ot U4 North Carolina 17, 39 
California _ _ hae Oklahoma 378 
Florida South Carolina 10, 400 
Georgia . CIT oh ban wdakiibanidue 14, 944 
Illinois NE Bence. can ans oh th. Leckie am & 6, 129 
Kentucky _ __ : Virginia 1, 632 
Louisiana ¢ j — 


Missouri ’ Total 130, 603 


Mr. Warrren. A number of farmers have been driven off, or have 
Elven up farming on the acreage they have. You say that there 
being fewer of them, by dividing the smaller number into the total 
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farm income gives a higher average for those left. After all that js 
done, I believe your own statement shows there are 1,500,000 farmers 
making less than $1,000 a year. So the point you make, while it 
might ‘have a little basis in fact , comes from the fact a number of 
farmers were put out of business by orders reducing acreage. And 
again I ask that the record show how they were put out. 

But you also end up with 1,500,000 farmers with less than $1 000 
annual family income and this acreage restriction reduced 130,009 
farmers to the point of making less than $1,000. Now do you sec 
how we are going to add to that income for them unless we do one of 
three things. The first is to increase the price, and your whole ap. 
proach is to reduce the support price as we have developed here. 
The second is to reduce his cost, and the testimony shows that the 
President and the Secretary of Agriculture advocate an increase to 90 
cents an hour in the minimum wage for labor, which would be reflected 
in increasing costs, and the other is to increase production; and by 
not selling in world markets you cut his production. Therefore you 
recommend that the small farmers get ready for a job in town. 


MEANS OF INCREASING NET RETURNS 


Now by and large, when you figure an annual return of $1,000 a year 
per farm family, is not your purpose to increase that thousand dollars 
to some other figure? Can you increase it substantially unless you 
increase price, lower cost, or increase his volume? 

So, do you see any way to change this $1,000 figure you use, sub- 
stantially, unless you increase price, decrease cost, or increase his 
volume? 

Mr. Morse. Yes—and increase his opportunity for employment 
with which to supplement the i income he gets from farming. 

Mr. Wuirren. But that is not a farm- program. You are telling 
him to spend part of his time off of the farm, or to get a job in town. 
Do you think that is the answer to the farm problem? 


OFF-FARM EMPLOYMENT 


Mr. Morsr. It is part of the farm program. We have a very sub- 
stantial percent of the farmers supplementing their income with of 
farm employment. That has been going on for years. 

Mr. Wuitren. Would not you think a lot of that is because he 
could not make his farm pay and is doing it in order to get by? 

Mr. Morse. That is part of it. Part of it is a matter of choice and 
taking advantage of the opportunities for more income. Sometimes 
it is a choice of work as well as the income factor. 

Mr. Wurrrten. I am talking about part-time farming; | am not 
talking about the man leaving the farm the year around. 

Mr. Morse. Yes, sir, and so am I. 

Mr. Wuirren. He has the economic pressure of low income from 
his farm and a higher cost for what he buys. In your observation, 
has not that been ‘primarily the reason why he sought part-time work 
off of the farm? I am not talking about the man who left the farm. 
I have in mind the man who has to work off the farm part time because 
his farm returns are not substantial enough to meet his needs. 

Mr. Morse. I would think that is ture. There is much of it it 
Mississippi—that is one of the States where a great deal of benefit of 
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this program would flow. The productivity of the soil and the size of 
‘he units were factors in the Tupelo area. The average size of the 
farm, as I remember, was 40 acres, and half of that land was in timber; 
the people there have, in many instances, on account of the Tupelo 
leadership, expanded employment opportunities in Tupelo. People 
could continue to live on farms and work in the factories part of the 
time, or in offices, or in some other employment. So they have been 
stepping up the welfare of the people. 


OPPORTUNITIES FOR OFF-FARM JOBS 


Mr. Wuirren. I live close by there and I have seen the benefits 
of it. But do not you think one of the contributing factors to that 
has been the fact we have had all of those boys in the military service, 
which has made a market in town for the services of rural people. 
| do not know of any place where business and industry are seeking 
employees at the moment, and I understand there are lots of places 
where we have a great deal of unemployment in the cities and towns. 
| do not know of any place where there is a deficit of employees under 
present conditions, and the thing you are talking about is dependent 
on the farmer finding a job in town. Do you know of any areas now 
where there is a shortage of employees, to which the farmer could 
turn? 

Mr. Morse. I am not sure about a shortage of employees, but 
the employment level of the country as a whole, as you know, is at a 
very high level and unemployment has been declining. Unemploy- 
ment tends to be concentrated in the more acute areas that are not 
typical of the United States as a whole. 

Mr. Wuirten. But this thing of helping the small farmer by, in 
effect, getting him partly off the farm, depends on finding him a place 
where he can work. 

Mr. Morse. Yes. 

Mr. Wurrren. And I ask you if there is any region you know of, 
having made a year’s study of this thing, where there is any noticeable 
shortage of workers? 

Mr. Morse. I would not be able to state that; but, on the other 
hand, when you have the economy moving forward at record high 
levels such as we have in the United States now—— 

Mr. Wuirren. You mean except as to agriculture? 

Mr. Morse. The total national income, of which agriculture is 
part. Those who want other employment than agriculture would 
certainly have an opportunity, with the economy at a high level, of 
obtaining employment. 

Mr. Wuitren. That is a very strong generality, Mr. Morse. The 
Department of Agriculture has been studying this thing for a year and 
you have come up with something which you designate as dynamic, 
the capitalistic approach to it, and so forth. Do you mean you have 
not checked to see whether this employment opportunity for farmers 
really exists, or do you just presume it must exist? 

Mr. Morse. You do not need to check on that. Anybody who 
las ever sought a job or ever been employed and seen the flow of 
labor into the cities and into the factories, knows that when you have 
i strong economy there is an opportunity for ambitious, aggressive 
people to find jobs. 
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Mr. Wuirren. But I am talking about the man who leaves the 
farm and gets employment to earn enough money to live on. Yoy 
were discussing part-time employment. That means the man farms 
his farm and works in his spare time at such things, which means the 
work has to be within reach of his farm. It has to be the kind of 
job where he can work part time and farm part time. And, of course, 
that limits the opportunities. 

The question I asked you was, as a result of your year’s study, do 
you know of any area where any substantial opportunities for that 
kind of employment exist? 

Mr. Morse. That is what this program is directed toward—to 
increase the opportunities for employment. Very clearly that is one 
of the major opportunities, to develop more employment within reach 
of small farmers. You recall in the direct testimony we referred to 
the Forest Service. All through the major low-income areas there 
are forests; there are fine examples of planting of timber taking place, 
and forestry is clearly one of the big opportunities. In addition, 
more woodworking factories will provide more employment oppor- 
tunities. 

Mr. Warren. Now that is a splendid generality, and I think your 
statement is a splendid generality with which nobody could find fault. 
It is like buying a home; everybody is for it. I am trying to get down 
to brass tacks. [I live in such an area as you describe. Somebody is 
looking after the forests now and, assuming what you say is true, | 
cannot see that is any cure, even with the farmers getting off of the 
farms a big part of the time. 

How, you expect to establish small factories, and so forth. But as 
production increases in those areas, does not that cut down the markets 
of other sections of the country, such as Detroit, Chicago, and various 
manufacturing centers? And if rural sections start making some of the 
things those folks make now, are not we, to that extent, taking away 
their market? 

Mr. Morse. Not necessarily. We have a growing, expanding 
economy. The President has told the Nation more than once that 
in a short span of years we can expect a gross national product of 
$500 billion. Now where will that industrial expansion—most of it 
will be industrial, in an industrial nation such as we have—where will 
that take place? It is a choice of whether you have that expansion in 
industrial centers like Detroit, which you referred to, or whether a 
substantial part of it will be spread through the areas where people 
need more job opportunities. That is what this progrtm would hope 
to accomplish. As this growth of the Nation takes place, more of the 
industrial expansion should take place in low-income areas. Missis- 
sippi is a fine example of a State providing funds, under State leader- 
ship, to actively tackle this problem. We hope by this low-income 
farm program to back up such efforts, and the efforts of local com- 
munities to become more prosperous. 

Mr. Wuirren. In the final analysis, you do not believe it is sound 
to try to make it financially possible for the folks to remain on the 
farm. Even though the percentage of people on farms today has 
dropped down about 12 to 14 percent, it is your idea that, notwith- 
standing the present farm situation, we should not direct our efforts 
toward trying to keep people on the farm, but should help more people 
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1 get off of the farm if they can find the opportunity. Is that 
our View? 

; \ir. Morse. My view is that people, as in the past, ought to have 
an opportunity to move in and out of types of employment to which 
they have access and for which they are adapted. They should have 
access to the greatest opportunities. 

\fr. Wurrten. We are not talking about individual freedom. | 
have the belief that the Nation is better off with our farm folks hav- 
ing the opportunity to have a decent income; you believe the Nation 
would be better off if a considerable part of them would get work 
away from the farm and get off of the farm. 

\ir. Morse. Let me express it this way and then, if you want a 
direct answer, I will be glad to give it to you. 

Mr. Wurrren. I would like to have an answer and then have the 
qualifications. 

Mr. Morse. My answer would be that we should try to retain on 
the farm the people who are needed on the farm to provide the 
desirable level of production, and that those farm units—as Congress 
has repeatedly expressed in Farmers’ Home Administration—should 
be worked into a sufficient size so as to supply the income volume you 
have talked about. In that way, the farmer farming his farm would 
produce enough volume which when multiplied times price, that you 
talked about, would provide his family with a decent living. 

(Discussion off the record.) 

Mr. Morsg. The other thought I wanted to add was this, that I 
am thoroughly convinced that one of the most helpful developments 
we can have in this country is that the factories be so dispersed, 
along with other job opportunities so that people can live out in the 
country and on the land, and have either full-time employment off 
of the farm, or working their farm unit along with other employment. 
That will give an adequate level of living for their family. 

Mr. Wuitren. You have given us the attitude of your Department, 
as | see it, in your present discussion and we have had to listen to you 
for a long time, because you are pretty adroit about covering the 
waterfront and not getting down to brass tacks, as I see it. You say 
we ought to keep enough folks on the farm to supply the food and 
fiber for the rest of us. In other words, in your own statement you 
say we want to keep enough of them there for the rest of us to live. 
Mr. Morse, it is not the farmer that you are looking after. You want 
to keep enough of them there to look after the rest of us. That is the 
whole fault I find with your position, as I see it. The farmer under 
your policies is molded to suit the interest of others. You do not 
a _ You would keep him in business only as the rest of us 
need him. 

Mr. Morse. Now, Mr. Chairman, let us take the rest of the answer 
along with that. Congress has repeatedly appropriated funds for 
carrying forward the activities of the Farmers’ Home Administration, 
and what is the basic thought in that? It is to help the farmer to get 
an adequate sized unit and develop his production on those units so 
that the family will have an adequate living. That was part of my 
answer, And on that basis, I think such farmers ought to be retained. 





442 
FARMERS’ HOME ADMINISTRATION LOANS 


Mr. Wuirren. Of course your administration has recommended 


cuts in that program each year and you raised interest as well. Now 


you and our President say you believe in this farmers’ home program 
for farmers, one of the recommendations is that $30 million be given 
to the Farmers’ Home Administration for loans for part-time farmers 
Now does that mean you think one of the primary cures is this $3( 
million for part-time farmers’ loans? 

Mr. McLeatsu. $15 million is for production and subsistence loans, 
and $15 million is for part-time farmers’ loans. 

Mr. Wuitren. Now why did you divide that? Do you think it is q 
better risk to loan the small farmer money if he has some income on the 
side and is not dependent on agricultural income under present con- 
ditions? 

Mr. McLeaisn. We set up $15 million for the regular production 
and subsistence loan program, because we intended to use that not 
only in the pilot areas, but wherever it is needed. Now the $15 million 
part-time —we are separating that from our regular program, because 
we believe it is experimental and there will be some problems in there 
that we have not had before. 

Mr. Wuirttren. Now, in connection with this item, Mr. McLeaish, 
I would like the record to show the Truman budget recommendation 
for the Farmers’ Home Administration and what reductions were made 
by the Eisenhower budget. I would like also to show what further 
reductions were requested every year from previous years’ funds pro- 
vided by the Congress, since you have been in charge of the Farmers’ 


Home Administration, which you now say should have a large share in 
taking care of the small-farm problem. I want the record to show 
those figures—I do not mean disaster programs handled administra- 
tively by the FHA, but not a part of the FHA. 

(The information referred to follows:) 
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Mr. Wuitren. Mr. Morse, why have you folks continued to reduce 
this very program, which now you say you have to look to to saya 
the small farmer? 

Mr. Morsr. I would like for Mr. McLeaish to answer with regard 
to the adequacy of these funds as we moved forward in this |oap 
program. 

Mr. McLeatsu. Of course the production and subsistence money 
was substantially loaned out by the end of February. We feel tha: 
the $15 million is necessary to run that program. 

Mr. Wuirren. | am not finding fault with your increasing this 
program; in fact, the members of this committee have insisted thai 
you did not have enough money repeatedly. Although I think price, 
volume and all that is the real answer, I am asking why it was in 
your budget, since you have been in control, that Mr. Morse and 
Secretary Benson have cut the very program, so far as the budget 
recommendations went, that you are now turning to. That is my 
question. | 

Mr. McLeatsu. Of course the operating expenses were cut; yes, and 
we have gotten along pretty well on those with some additions as the 
volume increased. 

Mr. Wuirtren. The record is going to show the real figures; so let 
us stick to the point on which I questioned you. As a matter of fact, 
when you first went in there, didn’t you bold the loans down? 

Mr. McLuatsu. We did not hold them down below the money that 
was appropriated; we loaned all of the money. Actually we loaned 
more money in the last 2 years, by year, than we ever loaned before. 

Mr. Wuirren. And Congress gave you more of it in the budget? 

Mr. McLeatsu. In the farm ownershiploan money, you gave us 
$6 million more for 1956. 

Mr. Wuirren. And the fact you have come up for more money 
now, and that we gave you more money than you thought you couli 
use during the past few years, would show that Congress knew more 
about it than you did? 

Mr. McLeatsu. We have to agree that we need more money for 
production and subsistence loans. 


RESEARCH AND EXTENSION WORK 


Mr. Wuirten. Now, let’s turn to ‘Research and extension.” | 
believe in extension and I believe Mr. Ferguson is a good man. I 
believe the Extension Service is a splendid agency, and I believe 
research. I would like for the record to show the increases you have 
had in research and extension during the period you have been it 
control in the Department of Agric vulture. 

But the real question is what those increases have contributed, if 
anything, to meeting this small-farm problem. On that we can base 
our judgment as to what these increases might contribute towart 
solving this problem. 

(The statement referred to follows:) 
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UNITED StTaTES DEPARTMENT OF AGRICULTURE 


Fstimated obligations for research and education, appropriated funds, fiscal years 
1953 through 1956 


(Thousands of dollars] 


Increase Increase 

Ae, or | (+) or 

ie ee ‘ decrease decrease 
Agency or activity 55 | (—), 1955 (—), 1956 
compared compared 
with 1954 with 1955 


search: | 
3 Agricultural Research Service (exclusive 
of payments to States, shown below).-...| 32,018 | 33,000 | 35, 85% +2, 852 
Foot-and-mouth and other contagious 
diseases of animals, research : , : +1, 900 
Farmer Cooperative Service. - -- : 27% 259 265 +6 
Forest Service “ i, 13 5,092 | 7,08 +962 > ae +700 
Agricultural Marketing Service , 68% 4,747 | 6,13! +1, 388 5, 85 +693 
Foreign Agricultural Service ---. : 152 \ +28 f 
Library-..- ; 7 ji 201 207 +6 


Total, above items. 3, 444 4,451 | 51, 5¢ +7, 143 
Payments to States and Territories for 
xperiment station research under 
Hatch, Adams, and Purnell Acts and 
under Bankhead-Jones Act as amended 
by the act of Aug. 14, 1946, and sec. 
204 (b) of the Agricultural Marketing 
Act of 1946_- , 66S 3, 705 9, 4 +5,749 | 24,754 
Research on strategic and critical agri- 
cultural materials- 55¢ 36 33: —104 300 


lotal, above items 56, 67 58, 59% , 378 +12, 786 | 80, 163 
{esearch facilities for investigation of foot- 
ind-mouth and other animal diseases 506 , 895 2,017 —5, 878 39 
fotal, research 57, 176 16, ¢ 73, 396 | +6, 908 | 80, 202 
Education: 
Extension Service: 
Federal Extension Service: 
Federal administration and coor- | | 
dination of extension work --_--- 1, 294 , 302 , 920 +618 , 920 |. 
Penalty mail_- , 216 1, 943 +727 , 650 — 293 
Payments to Sti ates for extension work_| 32, 257 | 3: , 252 39, 675 +7, 423 | 45,475 +5, 800 


Total, education sanedne | 33, 5 5 34,770 43, 538 +8, 768 0, 045 +5, 507 


Total, research and education-_-- --- | 90, 728 101, 258 116, 6, 983, 15, | 675 » 247 +12, 314 


Total, research and education, ex- | 
clusive of research facilities for | 
investigation of foot-and-mouth 
and other animal diseases. -- - --- -- 90, 222 | 93, 363 (114, 916 


' Amounts adjusted for comparability with the appropriation structure in 1956. 
Note.— Details may not add to totals shown due to rounding. 


RELATION OF PRICE SUPPORT TO LOW-INCOME FARMERS 


Mr. Morse. Mr. Chairman, before turning to Mr. Ferguson, in 
connection with the question that you have just asked, I think the 
record ought to show, as set forth in the report, that you do not get 
at the major part of the problem of these low-income families through 
agricultural production or prices. That is especially true of the price- 
support program. 

Much of the production on these units is consumed at home, and it 
does not enter into the market. Some of it is sold into the nearbs 
markets so that it does not become subject to price supports. 
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The volume of production is so low on many of these small units 
that even if the commodity is subject to price supports, the farmers 
are not inclined to make use of the price-support program. 

Mr. Wuirten. Mr. Morse, that reminds me of your statement 
that a jump from 75 to 90 cents in the minimum wage would not haye 
any particular effect on the cost of what the farmer. buys. 

Now, you say as to the little farmer, whose income is $1,000 a year, 
that after all he produces so little that, whether his price is adequate or 
much less, it really would not make a whole lot of difference. Now. 
that is: & queer way to look at it. , 

The smaller the farmer is, the more important $5, $10, or $15 becomes 
to him. If he is getting less than $1,000 a year, a $25 increase in his 
total income represents a substantial percentage increase. I cannot 
accept your attitude on that, Mr. Morse. Why, in your own recon- 
mendations here you would lend him an average of only $24. 

Mr. Morse. Mr. Chairman, apparently you did not get the basis 
of my statement. What I was saying was that the problem of most 
of these families, and that is a matter of statistics and facts—it is not 
a matter of opinion—the problem of most of these families is not 
reached by price supports, because so much of their production does 
not enter into the market. 

Mr. Wuitren. Do you mean that the price that he gets for a bale 
of cotton has very little to do with his situation? How does he get 
his less than $1,000? 

Mr. Morse. How many of your farmers are growing cotton out in 
these low-income areas, as contrasted with the number of those who 
are not growing cotton? 

Mr. Wuirren. I would say that, in my section of the country, 
every one of them is growing cotton as far as the Department will let 
them. Itis now down to 2% acres in some areas where, to many of them, 
it represents almost their sole cash income. Where that price is a big 
factor, and where you give him 1 acre of cottonland, that is a big part 
of his cash income which enables him to live at home. When you tell 
me that price is not a substantial factor, you just do not know my 
section. Of course, volume is the other, less his costs. 

Mr. Morssg. For those farmers who are growing cotton, yes; but 
now let us look at the whole scope of this area which is involved, run- 
ning through Kentucky, Tennessee, West Virginia, and other States 
and you quickly get out of the cotton area. I personally went from 
farm to farm in the Tupelo, Miss. area, the Asheville, N. C. area, 
and the Beckley area of West Virginia and saw the farms. Farm 
after farm was not growing a crop that had price supports with the 
possible exception of the occasional corn that you would encounter. 

Mr. Wuirten. And no tobacco? 

Mr. Morse. Yes, sir, some were growing tobacco. 

Mr. Wuirten. It is not under price support? 

Mr. Morss. Yes, if they are growing a crop which is under price 
support, but if they are not growing tobacco or cotton. or other crops 
subject to price supports. 

Mr. Wuirren. What percentage of the farmers did not have any 
tobacco allotment in the area of Kentucky that you were in? 

Mr. Morse. Mr. Chairman, I think it ought to be a part of the 
record, and we would be glad to supply for the record a stateme nt to 
show th e total number ‘of farms and the farms that grow price- 
supported crops throughout this area. 
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Move over into Alabama and to the east, and you find that the 
importance of cotton has very materially declined in past years. 
That has been taking place for a long time. Farmers have gone into 
jivestock, milk production, vegetable growing and other crops. Most 
of the items I am naming are not under price supports. I think the 
table which I would like to supply to show the number of farms and 
the numbers which are growing especially these crops that are basic 
crops, such as tobacco and cotton, would be an important part of the 
im record. 
ran Wurrten. I think it would, and I would like to have you sub- 
mit it to the committee. However, I know that you can take figures 
and do a lot of things with them. When you tell me that in my 
section of-the country the reduction in cotton acreage and the reduc- 
tion in price is not important in meeting this problem, you just do not 
know my country. You are as wrong there as when you say increased 
cost won’t appreciably hurt. 

Mr. Morse. If the farmer is growing cotton I thoroughly agree. 
But if the farmer is not growing cotton what does the price of cotton 
mean to that man who is not growing it? 

Mr. WuirreN. But if you go into the sections of the country where 
this major problem exists, you will find that much of it is cotton 
country and tobacco country and peanut country and these other 
things which are involved. 

Mr. Morse. But I come back to the Tupelo situation, because 
we were in there—— 

Mr. WuirreN. That was under the Democratic price-support pro- 
gram. When you were in there doing this wonderful job for them it 
was in the days of the Democratic program. 

Mr. Morse. Yes, sir, that is right, but farm after farm in that area 
did not have cotton on it. 

Mr. Wuirren. Have you been back there in recent months? 

Mr. Morsg. No, sir, I have not. 

Mr. Wuirren. I would like to suggest that you go down there and 
see just what a change has come about in the average income of the 
farmers in that area. 

My wife comes from there and I know that area too, and the 
farmers are not happy, and they are not prosperous. You better 
go back and do it again. But first I would suggest that you change 
this law back to where it was previously before you go back. 


REDUCTIONS IN FHA PERSONNEL 


[ would like to ask Mr. McLeaish this question: the record will 
show that, as to these regular programs now in this budget and which 
you want increased, the President’s budget has cut them each year. 
In those programs there is involved supervision in order to help these 
folks to do their job better. 

Mr. McLratsu. That is correct. 

Mr. Wurrren. One of the very first things that you did when you 
took over was to take $1 million in supervisory money and turn it 
back in, did you not? You were kind of urged or nudged a little bit 
by other departmental people when you did it, but you actually 
teturned about $1 million in money which was provided to supervise 
helping these small farmers. Some of them in these 24% years might 
ave gotten straightened out if you had only used it as intended. 

63859—55——29 
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Mr. McLeatsx. That was transferred from the Farmers’ Home 
Administration. 

Mr. Wuirren. Yes, that is right. Not only that, but in recent 
weeks you have gone into each of these States and, instead of helping 
your employee in the county who has the job of trying to supervise 
these country borrowers, you have moved folks out of the State 
offices and you have set up district offices, and in most of these areas 
you have downgraded the employee and reduced his salary. Now 
you have him going around the area to fewer counties. Would you not 
say that the elimination of the county man is being done so as to hire 
a lot of others by that district man 

Mr. McLeatsH. We did not believe that would be the case. 

Mr. Wuirren. But you did not think when you first came in that 
you needed this supervision, and you did not think you needed this 
$30 million. I would like to know why you did not think it. 

Mr. McLeatsn. I have not said we did not think that. Since | 
have been Administrator of the Farmers’ Home Administration we 
have loaned more money per year in the Farmers’ Home Administra- 
tion than we ever loaned before. 


COLLECTIONS OF FHA LOANS 


Mr. Wuirtren. Your percentage of collections has been less than 
in several years, however. 

Mr. McLeatsu. Not moneywise. The percentage of the numbers 
of delinquents has not increased much, but the amount of delinquency 
has increased some. 

Mr. Wuitten. Do you believe that this increase in the number of 
delinquencies comes about because of your turning back your funds 
which you had for supervision, or do you think it comes from the 
constant decrease in the farmers’ income? 

Mr. McLeatsu. It is due to a number of things, Mr. Chairman. 
Numberwise there has been only a slight increase in delinquencies. For 
instance, a man who is delinquent in the amount of $1 is counted asa 
delinquent. We are trying to have more constant supervision of the 
county offices in order to supervise the county man in his collection 
work and these other things. Under the system which we had 
formerly, we found a State field representative in some instances got 
to a county office only once a year. 


FHA COUNTY EMPLOYEES 


Mr. Wuirrten. And you believe the key to it is the county man? 

Mr. McLeatsuH. Yes. 

Mr. Wuitten. Now, explain why you cut out so many county men 
2 years ago. You closed up some of the county offices. Tell us why 
you did it. 

Mr. McLeatsu. Well, since then we have added some of them 
back. 

Mr. Wuirren. You have come to the point of doing some of the 
things that we pointed out. 

I would like to have the record show how many you cut out and the 
dates when you did it, and how many you put back and the dates. 

Mr. McLeatsu. We will have to supply that for the record. 

Mr. Wuirtten. Yes; I want that for the record. 

(The information requested is as follows:) 
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The budget estimate for 1955 provided for a reduction of about 330 county 

ofice positions or about 8.4 percent. Most of these positions were eliminated 
during April and May 1954, though many of them had been vacated before that 
time. The actual appropriation for 1955 permitted a restoration of about 200 
unty positions. hese positions were restored at different times throughout the 
geal year 1955 beginning with the time the appropriation became known. Addi- 
tional county office positions are now being added based on the appropriation for 
1956. Including additional costs to be charged to the disaster loan revolving 
fund in 1956, the number of county office positions will be restored to at least the 
number established before the reduction, which was based on the 1955 budget 
timate. 
Pollowine is a@ list by State, of the number of county offices closed and the 
number subsequently opened between July 1, 1953, and June 21, 1955. The 
ofices opened sometimes represent a restoration of offices previously closed and 
«metimes represent offices opened in new locations. The net change, as revealed 
by the list, is a reduction of 54. Consideration is now being given to opening of 
some additional county offices in several States: 


| j 
County offices closed County offices opened 


——— - —_—— 


Yumber Approximate dates | Number | Approximate dates 


5 | May 1954 
Arizona | 

Arkansas... Jea'J. tbo MOE Sieh bbbtt alot ankcnopeku 
chee: 5 NE ohio linens 

Calliornia | 

Colorado 

Connecticut... 

Delaware 


2 | June 1955. 
, | February 1°55. 
WINols | 
Indiana _ 
lowa 
Kansas... | June 1954. 


r June 1955. 
Kentucky... 


Tastat 
Wwulsiana 


Maine ; 
Mary land... 
Massachusetts 
Michigan. 
September 1954. 
Minnesota __ alae tae ay eahens t | 
Easiont June 1955, 
Missouri da 
Montana_._. 
Nebraska - 
Nevada s 
New Hampshire. Do. 
New Jersey ‘ | | | | Do 
New Mexico. - ; 
New York. : pe. 
North Carolina Do 


North Dakota . October 1954, 

a | | | June 1955. 

Okiahoma - | | 8 aml 

sen | | September 1954. 

Pennsylvania.._______-... 

Rhode Island 

a Caroling 

I aie sa dane ital | June 1955. 

fea eneter tse 
| »| May 1955. 


| May 1954. 
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' 8onsin | | 
vo = | 

ties 7 | | June 1955. 
awaij . | 

Puerto Rico 
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EXTENSION SERVICE AND RESEARCH 


Mr. Wuirten. Now, we turn to one other thing, and that ig 

“Extension and research.” As requested earlier, I would like to sec 
that the record carries the increases which we have made in research 
and extension funds. 
_ [believe in those services, and I am glad to see them get an increase 
in funds. I think that this committee has, by and large, supported 
those activities throughout the years. We have had some complica. 
tions due to trying to stay within the budget a time or two, but | 
have been here on this committee long enough to know that all of the 
members of this committee believe in them. I would like to know 
what these additional amounts will do toward making it possible for 
these 1,500,000 low-income farm families, or maybe 2 million, to stay 
on the farms. In other words, this is a good yardstick as to whether 
we can get the answer to this problem through giving you more 
research and more county agents, Mr. Morse. a 

Mr. Frereuson. On the national average we have approximately 
1,000 farm families per county extension worker. The increase in 
funds last year, and the increase in funds this year will make a start 
toward reducing the number of families that each of the county 
personnel will have to work with, and will also give them an oppor- 
tunity to work a little closer with these farm families in these educa- 
tional programs. We believe that will have and is having a sub- 
stantial effect on helping these farm owners to maintain sound 
economic conditions in their farm operations. 

Mr. Wuirren. In other words, you believe that it will help them 
to hold themselves together until we can get to where we get a change 
in Department policy and the farmers can grow more of the product 
and get better prices for their products, is that about it? 

Mr. Frereuson. We think it is going to help these farmers who 
have a satisfactory sized unit to develop the kind of business on that 
farm which is economic cultivation, and in some cases we will have 
to help them to decide whether or not they should be extended, 
whether vertically or horizontally in their operations, and in some 
cases, as Mr. Morse has pointed out, these folks will seek off-the-farm 


employment. 
Mr. Wuirren. Are they not forced to do that under present 


conditions? 

Mr. Fareuson. Yes, I think that they are. Take the Ohio Valley 
area in which I worked for a great many years, we have had quite 
an increase in the area in economic and industrial development from 
Cairo to Pittsburgh. They are attracting a great many workers from 
the farms in southern Ohio, West Virginia, and Kentucky. Mam 
of those people are continuing to live on their farms, operating them 
part time and seeking employment in industries. 

Mr. Horan. Is it not also true that some of those industrial worker 
are moving out to small farms in order to reduce the cost of living 
where they have large families to support? 

Mr. Frercuson. Yes, there is a good bit of that going on, Mr 
Horan. 

Mr. Horan. And is it not being encouraged by Ford and other foli 
who have an interest in the morale of the family? 
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Mr. Fereuson. I do not know whether it is or not, Mr. Horan. 
[do not know what encouragement is given to them to move to 
farms. 

Mr. Wurrten. That may be very valuable; but I would like to add 
‘hat this is anything but a farmers’ program that is advocated here. 
let me give this illustration: If a man has 5 acres of cotton, and the 
game thing would apply to tobacco, and you cut him to 4 acres, what 
can the county agent do there? Then if you cut his price $10 a bale 
in price as you have, and then if you increase his costs as the adminis- 
tration recommends, what can another county agent do for him that 
the present county agent cannot do? 

Mr. Fereuson. I do not believe that this is solely an agricultural 
program. I do not believe the fact that these people are on lands 
necessarily means that it is solely an agricultural program. I see an 
opportunity for business, for off-the-farm employment, an oppor- 
tunity to build the unit that these folks are operating to more nearly 
reach a sound economic level, whether by vertical expansion, as has 
happened in some areas, or by horizontal expansion, such as the 
acquisition of more land. I think that it is a very broad program 
which must be approached on a very broad front. I do not think we 
can overlook the problem of basic education and the training that 
these young people get, including the opportunity to go to schools and 
develop aptitudes beyond that which may be provided in the imme- 
diate community. 

Mr. Wuirren. Well, we all believe in that. This committee sup- 
ports the 4-H Clubs, and this committee supports the Extension 
Service, and it supports vocational education, and it supports the 
Future Farmers of America. 

[am just trying to see wherein an increase of that kind of thing is 
going to be a remedy for declining prices, higher costs, and reduced 
production. That is the issue. I am not quarreling with the value 
of those things. I bave made speech after speech on many occasions 
on the value of what you have been talking about. I am just trying 
to find out where any such increase in funds as here requested is 
going to be a substitute for constantly declining production and rising 
costs of the farmer. 

Mr. Fereuson. I would view it this way, that there is in our 
educational approach to the farmer and his family the necessity that 
they are going to see the need for reduced costs and the necessity for 
avery careful study of the market potential. As they do that they 
wil adjust their farm enterprises to meet the situation in which they 
find themselves and as nearly as possible to see how far we could help 
them project their thinking into the years ahead. 

Mr. Warrren. That is hardly a substitute for a lack of dollars to 
live on now, 

Mr. Morsr. This program for low-income farmers is not offered 
’& a substitute for any other farm program we have in operation 
including price supports. It is a supplement to them. 


AVERAGE LOANS UNDER RECOMMENDATION 


Mr. Wurrren. This article to which reference was made at the 
beginning of this hearing pointed out that the loans of this amount 
recommended for 1,500,000 farm families averages $24 per farm 
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family. If you could help a man whose gross income is less than 
$1,000 a year, who cannot get by now, is there anybody who insists 
that lending $24 to each farm family would be much? i 

Mr. McLeaisu. We do not intend to spread that $30 million oye; 
the whole 1,500,000 farm families. 

Mr. Wuirten. You will give it to some and not to others. 

Mr. McLezaisu. In this program we estimated making 3,000 loans 
the first year at an average of $5,000 a loan. 

Mr. Wuirten. Do you think that will relieve the situation much? 
How about the other 1,497,000 low-income farmers which the Presi. 
dent’s recommendation won’t reach? 

Mr. McLearsu. I do not think that will solve the whole problem, 

Mr. Morse. Mr. Chairman, we cannot stress too much the fae 
that this is a long-term program. Furthermore, in the giving of this 
credit, as the testimony shows, we expect to sit down with private 
lending agencies and get their counsel, judgment, and experience in 
this type of development. Where you have a community approach 
or a trade area approach, the local banks and private and cooperative 
credit agencies will do a great deal of the financing that is needed. 


EXTENT OF PRIVATE CREDIT 


Mr. Wuitren. That is all very nice. I have had experience with 
that, but I have never sat on the side of the bank. [ was always 
across the table trying to borrow money. [If I say I am a farmer and 
make less than $1,000 a year, that certainly does not give the bank 
confidence. Then the bank says, ‘Why do you want to borrow?” 
and you say, “I am not making a living now.” The next question 
is, ‘‘When are you going to pay out?” Then you say, “Well, the 
price I receive for my produce is going down, and I have just read 
where the President has raised the minimum wage to 90 cents an 
hour, and the Department of Agriculture won’t offer in world trade 
what I produce and then cuts my acreage.’’ I do not know of any 
bank which will jump at that kind of a loan. 

Mr. Morse. I can tell you with complete assurance out of past 
experience that the local banks will go along and will do a great deal 
of the financing. 

Mr. Wuirten. Will you supply me with a list of the names of those 
agencies for the record? 

Mr. Morss. I will refer you back to this city where this community 
development is going forward. 

Mr. Wurrren. But that was under the Democratic program, Mr. 
Morse. 

Mr. Morss. I believe it is still going forward, Mr. Whitten. 

Mr. Wuirten. And the farmers are making less than $1,000 a year 

Mr. Morss. I am saying that in connection with this type ° 
activity it is being done. 

Mr. Wuirren. Well, this has gotten so serious that what has 
happened in the past is not good enough. The President’s message 
recognizes that we have to do more in situations of this kind. 

Mr. Morse. We agree with you that more must be done on this 
problem of low income farmers. It is true that there have beet 
various approaches made to it, some of which have been successfill, 
and some of which have been unsuccessful. What we are saying is that 
the activity to help to meet this problem ought to be greatly increased. 
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\ir. WHITTEN. I am glad to see you have come around to our view, 
because honestly your budget, since you have been down there, has 
wt these things, and you are now turning about to help them. On 
ihe other hand, extension and research, to which you turn, we have 
viven them substantial increases, and it is hard to see that a little 
oxtra is going to help much to meet declining prices, increased costs, 
and greater restriction of production. 

Mr. Morse. Mr. Chairman, I am very anxious that the record be 
ascomplete as possible on some of these points. If this program moves 
successfully as a project, and I have no fear but what it will, the 
amount of money that goes in and effort that is put in locally, without 
it coming from the Federal Treasury, will be a very, very substantial 
amount. I referred to three different projects. The money being 
raised among businessmen and under local leadership is running 
from $20,000 to above $30,000 a year in carrying forward these local 
programs. If we can get a lot more of such activity—and backed up 
by the different Departments of Government—at the local level 
directed toward the problems of low income people, I think we will 
have very, very substantial returns. 

Mr. Wutrren. I hope that we will have a lot of it. However, I 
just cannot see that it is a substitute for the problem of higher costs of 
production, lower prices, and reduced volume of production. I am 
ifraid it is not going to prove that way. 


SIZE OF ECONOMIC FARM UNIT 


Now, when we talk about this economic unit, the economic unit on 
wy kind of a farm is determined by what it costs to operate it and 
what the returns are; is not that right? 

Mr. Ferauson. Yes; that is right. 

Mr. Wurrren. Whatever the size of the farm is, if he gets enough 
price and if his cost is low enough, that might be an economically 
sound unit, 

Mr. Ferauson. The size of the price is measured in acreage and 
the volume of business size. We think in terms of volume of business 
sze, because it may be possible to increase the volume of business by 
intensifying some of these farms rather than by the expansion of the 
acreage of the farm. 

Mr. Wuirren. Whether it is an economic unit depends upon the 
value of what is sold off of it and the cost of producing it. 

Mr. Fereuson. Yes, sir; that is right. 

Mr. Warrren. For a man in my section who has a 160-acre farm, 
which most folks say is an economically feasible unit, if you cut bim 
down to 3 acres of cotton he may not be able to make a profit. 

Mr. Ferauson. Well, as long as he can get a substitute for it he 
mcht be. 

Mr. Warrren. But it must be something for which there is a market 
ita profit. 

Mr. Fercuson. Yes, sir; that is right. 

Mr. Wurrren. If you get into that it is sometimes pretty difficult 
‘0 ind things that you can sell and get cash for. 

Mr. Ferguson. I do not think it is easy, Mr. Whitten. I think 
these people are faced with a very difficult problem. It is a very old 
problem which has been with us a long time in a great many cases. 
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It is going to mean quite a radical change in the general type of 
farming in the community. We have seen that happen, of course. 
in some communities. 

I am thinking particularly at the moment about an area in northern 
Georgia which had this very same problem to meet a few years ago 
They diversified and went into the broiler business and became one 
of the very important broiler producing sections of the South. I am 
using that just as an example. 

I ran across a case in Tennessee not long ago where they had 
diversified into dairies in a particular community, and they were 
doing very well with that enterprise there, so I think we have to look 
at the total picture of that family in terms of their current resources— 
capital, land, and labor—and what the market potential is, you see, 

Mr. Wuirrten. I agree with you, and I have seen examples, but 
after all the examples, we are told that there are in the country 
1,500,000 farmers with less than $1,000 annual income. 

Mr. Frereuson. That is right. 

Mr. Wuitten. And I would guess that the fellow with less than 
$1,000 annual income under the present high cost of living would 
have precious little capital. 

Mr. Fereuson. Yes, be would have very little. 

Mr. Wuirren. So, that leaves the picture a little worse. I think 
the record should show what is the major part of this problem. 

What you advocate here is supposed to have been going on for many 
years, and the Farmers’ Home Administration is supposed to have been 
doing that, and we have supported it. So, that is the difference in 
those things. But, getting down to the basic issue now, costs have 
been constantly going up through the negotiation of union contracts, 
minimum wages, and through inflationary spending in the support of 
our military effort and Foreign Aid. As a result of all of those things 
our costs have been going up. 

I think that this change in the support price has tended to decrease, 
with regard to many of the major commodities, the prices that have 
been received, and the record will show how much they have been 
decreased. 

Now, we get to the matter of volume, and when we get to that we 
begin to see where this tough farm situation largely centers. 


ACREAGE CONTROLS AND REDUCTIONS 


I would like to have the record show the formula under which acreage 
allotments and marketing quotas are fixed. 

As I understand it, it provides that the Secretary of Agriculture, 
within certain limitations below which he cannot go, has to consider 
the expected exports, and subtract from that the supply on hand, and 
add 30 percent. Then the acreage under the average production which 
would yield enough to meet that formula is determined. 

(The information requested is as follows:) 
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SrumaRY OF Mason ACREAGE ALLOTMENT AND MARKETING Quota PRovISIONS 


CORN—-ACREAGE ALLOTMENTS 


When proclaimed: Every year, unless the Secretary dispenses with allotments 
under his emergency authority. 

National acreage allotment for commercial corn-producing area: Number of 
acres in the commercial corn-producing area which, when multiplied by average 
yields of corn per acre (in bushels) in such area in the preceding 5 years (adjusted 
for abnormal weather), will produce an amount of new crop corn which, when 
added to estimated imports and corn production in the noncommercial area in 
the crop-year for which acreage allotments will be in effect, will make available a 
normal supply of corn. 

EXTRA LONG STAPLE COTTON—ACREAGE ALLOTMENT AND MARKETING QUOTA 

When proclaimed: When, not later than October 15, the Secretary determines 
that the total supply exceeds the normal supply by more than 8 percent, he must 
proclaim a marketing quota for the extra long staple cotton crop produced in the 
following year, unless he dispenses with quotas under his emergency authority. 

National marketing quota: Number of bales of new crop extra long staple 
cotton required to make available a normal supply for the marketing year in 
which the quota will be in effect after allowing for the estimated amount of old 
extra long staple cotton that will be carried over into the marketing-quota year 
and estimated imports. Cannot be less than the larger of 30,000 bales or 30 
percent of estimated domestic consumption of extra long staple cotton for the 
marketing year in which the proclamation is issued. 

UPLAND COTTON 


ACREAGE ALLOTMENT AND MARKETING QUOTA 


When proclaimed: When, not later than October 15 the Secretary determines 
that the total supply exceeds the normal supply, he must proclaim a marketing 
quota for the upland cotton crop produced in the following year, unless he dis- 
penses with quotas under his emergency authority. 

National marketing quota: Number of bales of new crop upland cotton required 
to make available a normal supply for the marketing year in which the quota 
will be in effect, after allowing for the estimated amount of old crop upland cotton 
that will be carried over into the marketing-quota year and estimated imports. 
Cannot be less than the smaller of 10 million bales or 1 million bales less than the 
estimated quantity of upland cotton consumed domestically and exported for the 
marketing year in which the proclamation is issued. 


PEANUTS—ACREAGE ALLOTMENT AND MARKETING QUOTA 


When proclaimed: Every year regardless of the supply, unless the Secretary 
dispenses with quotas under his emergency authority. 

National marketing quota: Average number of tons of peanuts harvested for 
nuts in the preceding 5 years adjusted for current trends and prospective demand. 
Cannot be less than leVel which would provide a national acreage allotment of 
1,610,000 acres. 

RICE 


Marketing quotas 


When proclaimed: When, not later 
than December 31, Secretary deter- 
mines that the total supply of rice 
exceeds the normal supply by more than 
10 pereent, he must proclaim marketing 
quotas for the crop produced in the 
following year, unless he dispenses with 
quotas under his emergency authority. 
_ National: A national marketing quota 
's not determined. Instead, a national 
acreage allotment is computed, using 
the same formula as when only acreage 
allotments are in effect. 


Acreage allotments 


When proclaimed: Every year, unless 
Secretary dispenses with allotments 
under his emergency authority. 


National: The total number of acres 
of rice which when multiplied by the 
national average yield of rice per acre 
in the preceding 5 years will produce a 
new crop, together with the number of 
bags of old crop rice carried over into 
the marketing-quota year, sufficient to 
provide a normal supply. 





456 


TOBACCO—ACREAGE ALLOTMENT AND MARKETING Quota ! 


When proclaimed: When Secretary finds, no later than December 1, (a) that 


the total supply at the beginning of the marketing year exceeds the reserve su 
level, or (6) when a quota was proclaimed for that kind of tobacco in the pre 


ply | 
Vious 


year, he must proclaim a marketing quota for the following marketing yeg; 
(Since a quota has been proclaimed for each of the eight kinds of tobacco, a quotg 
is not required to be proclaimed each year regardless of the level of supply.) 
National marketing quota: Number of pounds of new crop tobacco required to 
make available a total supply equal to the reserve supply level for the marketing 


year in which the 


uota will be in effect. 


Reserve supply: Normal supply plus 5 percent. 


WHEAT——ACREAGE ALLOTMENT AND MARKETING QUOTA 


Marketing quotas 


When proclaimed: When, not later 
than May 15, Secretary determines that 
(1) the total supply of wheat during the 
next marketing year will exceed the 
normal supply by more than 20 per- 
cent; or (2) the average price. received 
by farmers does not exceed 66 percent 
of parity for 3 consecutive months dur- 
ing the marketing year drawing to a 
close and the total supply for such mar- 
keting year is at or above normal sup- 
ply, he must proclaim a marketing 
quota for the marketing year beginning 
in the next calendar year; unless Secre- 
tary dispenses with quotas under his 
emergency authority. 


Marketing quotas 


National: Amount of the national 
marketing quota is not determined. 
The national acreage allotment instead 
is computed directly by the same 
formula used when only acreage allot- 
ments are in effect. 


Acreage allotments 


When proclaimed: Every year, unless 
Secretary dispenses with allotments 
under his emergency authority, 


Acreage allotments 


National: The number of acres of 
wheat which when multiplied by th 
national average yield of wheat per acr 
in the 10 preceding vears (adjusted fo 
abnormal! weather conditions and trends 
in yields) will make available a quantity 


of wheat equal to a normal year’s 
domestic consumption and exports plus 
30 percent, after allowing for estimated 
carryin and imports. Cannot 
than 55 million acres. 


. 

Mr. Wuirren. I would like to have the record show the acreage 
reductions in the past several years since the acreage allotments and 
marketing quotas went back into effect subsequent to the war in 
commodities under control. 

(The information requested is as follows:) 


be less 


1 Acreage allotments for tobacco have been used in the past only when marketing quotas were in effect. 
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tvireo States DEPARTMENT OF AGRICULTURE—COMMODITY STABILIZATION 
SERVICE 


Agricullural adjustment programs—Acreage allotments proclaimed and acreage 
planted, by crops, 1950-54 


[Thousand acres] 


| | 
| 1950 crop | 1951 crop | 1952 crop | 1953 crop | 1954 crop 


| 
hacco | 
"Flue -cured: 
Acreage allotted 969 1, 119 1,127) 1, 
Acreage planted 958 1, 110 1 | 1, 
Burley 


= 
& 


5 


aa BS 8S 


BE 


Cl ee ere ee 418 472 
Acreage planted 408 456 | 
Fire-cured: | 
Acreage allotted _ 
Acreage planted - _- 
Dark air-cured: 
Acreage allotted _---...__--- 
A CYORIED DIIININs «odie tes 0 25 thd sae oe 
Virginia sun-cured: 
Acreage allotted. .............-.....-- 
Acreage planted __.-......._- 
Cigar filler and binder: 
Acreage allotted 
Acreage planted 
Southern Maryland: 
Acreage allotted 
Acreage planted 





bre ge allotted —_ ee oan a , 88¢ 706 1, 610 
Acreage picked and threshed_....__._____.__- : 1 2, 268 ; | j | 1, 513 
vhoat 
\creage allotted - _-- 3 3 78 770-1, 872 FEO |. nncnncue 2 62, 000 
Acreage planted - ee Es cee ee ee 71,287 | 78, . 61, 971 


Upland: | | 
Acreage allotted ? aes oe TT 
Acreage in cultivation July 
Extra long staple: 
Acreage allotted _ 
Acreage in cultivation July es 
(( commercial ree area): 
creage allotted - singin Odea 4 947 ji... a a 46, 996 
age planted waenpirars 52, 591 | 


| 

Acreage alfetéed ci... cca: ccc... dccncussece-| . 1,008) 88008 |... 
| 
7 | 


Acreage planted _ - - 1, 635 | Oe i... 


2-price system in effect for peanuts. Farmers were permitted to deliver excess production to CCC at 
he oil price in lieu of paying marketing penalty. 
? Acreage allotments terminated, 


VOLUME AND VALUE OF PRICE SUPPORT COMMODITIES IN CCC INVEN- 
TORIES FEBRUARY 16, 1955, AND JUNE 15, 1955 


Mr. Wuirren. I want the record to show that the Commodity 
Credit Corporation’s Charter authorized the sale of these commodities 
which the Commodity Credit Corporation has on hand, and they are 
certainly not surplus until they have been offered for sale in opposition 
to world trade. 

| want the record to show the volume of those on hand, and you 
(in use the figures giving the dates that were used in our earlier 
hearings, giving them as of that date. Anything that has happened 
since vou can put in as a case note. 

The information requested is as follows:) 
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Report of price-support commodities as of Feb. 16, 1955, and as of June 15, 1956 
based on records and known commitments in CSS commodity divisions and offices” 


Estimated total stocks ! 
Se 
As of June 15, 1955 


————uue 


As of Feb. 16, 1955 | 
Commodity | Unit of measure 
| Total cost | 
(in thou- 
sands) 


’ | Total cost 
Quantity | (in thou. 
| sands) 


| 


Quantity 


Commodities offered for: export | 
sale on a competitive-bid basis: | 
Butter .-| Pound 
Whey and whey products__-_|_....do 
Barley mune. Fo. 
Beans, dry edible_...........| Hundredweight. 
Flaxseed _ __- ee eReees 
Grain sorghum Hundredweight 


Rye... Som 
Seeds, winter-cover crop. 
Cottonseed oil 

Linseed oil__- 

Olive oil 

Tung oil 


am, 445, 000 198, 236, 000 | 
35, 018,796 
5, 282, 000 | 
107, 000 
305, 000 
4, 378, 000 
17, 824, 000 | 
1, 760, 000 
254, 300, 000 
58, 278, 000 
348, 774 


$171, 360 
1, 967 
7, 432 

996 
1, 362 
13, 362 
15, 489 
2, 781 
3, 760 
45, 094 | 
9, 907 | 

892 
9, 427 


$127, 466 
2, 832 

72, 729 
22, 925 
20, 391 
134, 645 





Subtotal 2 283, 829 | 2 449, 097 








Commodities which have not 
been offered for export sale on 
a competitive bid basis: 
Cotton, upland 
Cotton linters 


1, 803, 162 

1, 154, 693 

343, 500, 000 

75, 532, 000 
610, 822, 000 | 

1, 471, 000 
30, 055, 000 | 


309, 711 
67, 364 
137, 400 
12, 312 

1, 010, 300 
15, 481 
15, 959 


_ 
mh DS 
a=] 
S 
= 
~ 


292, 115 
70, 174 
111, 701 
§ 24, 306 
971, 755 
4 101, 923 
17, 101 
13, 152 
25, 120 


._..do 
Pound 
..do 
Bushel_- 
| Hundredweight 


tN 
“NI 
~~ 


“IS So 


S 


wk 


Bushel_______- 

Drum (517 
pound). 

| Barrel (50 gal 
lon). 

Pound 


= gauge 





¥ ¥8233232 


1, 388 


56, 085 | 





74 
105, 808 
1, 673, 565 |_.-- nat Rew 
1, 732, 259 | 955,658,000 | 2, 478, 021 


2, 267,000 | 
109, 229, 523 | 


231, 000 
152, 291, 157 | 





76, 674 





Subtotal saa bs hh cme bowler ae 
Wheat 5 561, 420, 000 | 








Total 


4, 661, 635 








1 Estimated total stocks owned by CCC plus commitments to purchase less commitments to sell. In- 
cludes cotton and wheat set-aside limited as to disposition pursuant to the Agricultural Act of 1954, as follows: 


Jnit of measure | Feb. 16, 1955 | June 15, 1955 





945, 200 


1, 000, 000 | 0 
469, 816, 755 


Wheat........-- Bushel 400, 000, 000 | 


2 Although CCC had no inventories of peanuts and honey on these dates, available quantities of these 
commodities were offered and sold for export on a competitive-bid basis. ee 

210 million pounds of dried milk were offered for export sale on a competitive-bid basis on May 18, 1959. 
As of June 24, 1955, approximately 700,000 pounds were sold. 

4 Broken rice was offered for export sale on a competitive-bid basis on June 10, 1955. 

5 Wheat is offered for export sale at International Wheat Agreement prices. 


Norte.—A regrouping of commodities as of June 15, 1955, to reflect rice and dried milk in the category of 
commodities offered for export sale on a competitive-bid basis would reflect the following: 
Cost (thousands) 


Offered _ __- 
Not offered 
Wheat----- 


Total. 


$575, 526 
1, 608, 388 
2, 478, 021 


“4, 661, 935 
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ANNUAL STORAGE COSTS FOR COMMODITIES IN CCC INVENTORIES 


Mr. WuirreNn. I would like to know how much the annual storage 
charges are on those commodities which the Department of Agri- 
culture has on hand. Now, those figures will show that, because we 
were not offereing these commodities in world trade at a truly com- 
petitive-bid basis, exports were thereby reduced. And under the for- 
mula, Which will be in the record, when exports are reduced that cuts 
the acreage and marketing allotments to our farmers. 

Then, because the commodities were not exported, they are on 
hand, and, being on hand they are counted under that formula again 
to reduce the acreage allotments and the marketing quotas. 

Behind it all is the refusal of the Department of Agriculture to 
exercise its authority under the Commodity Credit Corporation char- 
ter to sell these commodities in world trade on the competitive-bid 
basis. 

(The information requested is as follows.) 


Approximate annual storage costs for quantities of commodities currently in CCC 
inventory 


Commodities offered for export sale on competitive bid basis___ _- . $30, 805, 000 
Commodities not offered for export sale on competitive bid basis__ 76, 039, 000 
187, 909, 000 


294, 753, 000 


Dried milk and broken rice offered for export sale on competitive-bid basis 
subsequent to February 16, 1955. If these commodities were included with 
commodities offered for export sale on a competitive bid basis, the estimated 
storage costs by categories would be as follows: 


$34, 247, 000 


72, 597, 000 
187, 909, 000 


294, 753, 000 


COMMODITIES OFFERED FOR EXPORT SALE ON COMPETITIVE-BID BASIS 


Mr. Wuirren. I would like at this point to include in the record 
the experience with those commodities that were offered for sale last 
~ on the competitive-bid basis and which were sold for American 
aolars, 

There is your key, and the major thing that you can do to relieve 
this farm situation is to sell these commodities. 

(The information is as follows:) 
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Mr. Wuirten. I would like to have the record also show the ip. 
crease in foreign production of these commodities which the Com. 
modity Credit Corporation has on hand. Under this policy that our 
Government follows of holding these commodities for the domestic 
support price in world trade, every time we have cut down acres at 
home we have only moved them overseas. 

(The information requested is as follows:) 


Cotton: Production,’ United States and other countries, and percent of change? 
1950-55 


| 


| renee Percent of 
| 


| Production 
United | 
States 
= ; a 


Percent of 


change countries change 


Thousand Thousand 
bales bales 
ES oie Son ace euens . snabemie 10, 014 37. 18, 093 | 
Sone watts opiate cone 15, 149 51. 20, 571 
15, 139 | 20, 681 | 
16, 465 | ; 21, 451 | 
13, 569 : 22, 422 | 





1 Bales of 500 pounds gross. 
2 Percent of change from previous year. 
3 Preliminary. 


Source: Foreign Agricultural Service, Cotton Division, June 24, 1955. 


Corton LINTERS 


Actually, no effort has been made to maintain worldwide production figures on 
linters since there are so many variable and undeterminable factors that influence 
the production. However, it is estimated that linter production outside the 
United States approximates 700,000 to 800,000 bales annually (400,000 to 500,000 
felting and 300,000 chemical). 

The level of production is influenced significantly by the price that linters are 
bringing in the world market. Since information indicates that foreign countries 
do not generally have programs that artificially influence the production or price 
of linters, it is considered that trade statistics will serve as an indicator of the level 
of linters production in excess of domestic requirements. 

The following statistical table gives figures on linters exports from the three 
most important producing countries. 


Exports of cotton linters, 1950 to date 
[Equivalent bales of 500 pounds gross} 
Year beginning Aug. 1 


Country of growth 1 eiteabie 
1950 | 1952 | 53 | 1958 
| 





111,800 | 270, 915 | 285,710 | 1 242,47 
103, 465 | Y f (3) Q) 
148, 450 | $139,514 | 1 108,589 





1 August through April 1954-55. 

2 August through May 1952-53. 

3 Not available. 

* Such data as is available indicates no marked changes in linters exports from the U 
Calendar year only available data. 


Source: Compiled from official sources. 
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noiry products: Charéges in factory production of items in CCC stocks in principal 
~ producing countries, 1953-54 


{In thousands of pounds] 


Butter 





| Per- | : 
1954 pi 1953 


treentina 127,280 | 114,639 | 90 | 242,506 |. 198,414 | 
Saat a cocnsinia 350,186 | 397,777; 114| 106,707 | 107, 229 
‘earls 167,152 | 1 69, 167 103 | 29,494 | 30, 864 
Belgium .----- 90,609 | 97,779; 108| 217,587 | 217,257 
fant! .- ann 1 325,690 | 1334,343 | 103 | 81,660; 91, 700 | 
Denmark | 380, 734 397, 710 104 | 192, 021 178, 793 | 
France 1606, 265 | 13650,000 | 107 | 1595, 242 | 13 730,000 
Germany, Western 634,618 | 668,329 | 105 | 354,720 | 343, 289 
Ireland. - 78, 74 88,005 | 112| 36,720 3 6, 720 
Netherlands. -----. -| 182, 984 179, 662 98 | 312,678 | 326, 503 
New Zealand. -- | 430,682 | 407,501 | 95 | 239,971 246, 198 
eet <n'acabannsuhaaamiawdnenashscot Tn 22, 970 82} 59,604 65, 792 
Sweden | 215,813 | 204, 095 95 | 119,714 121, 845 
Switzerland. __- 51, 332 62,754 | 122| 121,277| 111,892 
United Kingdom 34, 272 51,520 | 150 | 2196,896 | 182,776 | 





3, 604, 268 | 3,746, 251 104 | 2,676,887 2, 759, 272 











141,988 82, 385 








Nonfat dried milk Dried whey 
Country peel “ - rae = 
1953 1954 |Percent 1953 1954 


a east (4) (4) | ‘ (4) (4) 

On Australia... ..- : a aaa 41, 073 47, 569 | 116 5g 5 12, 302 

nee Austria ee ae (6 4) 176 , ; (4) (4) 

the Belgium . . cetndieinntieh aie nainin iis 34, 683 34, 328 99 (4) (4) 
Canada veneutionane dendda 80, 822 81, 440 101 (4) (4) 

000 Denmark _.) 1329+ @ “he 1) (4) 
France... (4) (4) ; ; (4) (4) 
Germany, Wesbert.............--.-.-.] 50, 216 | 44, 471 | 89 (4) (4) 
Ireland aie sae (4) (4) sin kas (4) (4) 
Netherlands. __-- 64, 641 | 74, 033 | 115 (4) (4) 
New Zealand | 79, 929 86 514, 1! 518, 483 | 
Norway... ( (9 ch-sme (4) (4) 
Sweden 5 eens hina RENE. Ae OLS 7 14, 612 | 101 (4) (4) 
Switzerland (4) aes (4) (4) 
United Kingdom 62, 496 | 143 | 515, 456 5 19, 488 


Total : 435, 126 439, 054 | 101 | 39, 287 50, 273 





3, 928 ee 10, 986 
| 


' Includes farm production. 

? Subject to revision. 

' Estimated. 

‘ Not available. 

‘Includes dried buttermilk. 

$1952 production =968,000 pounds. 


World tobacco production 


[1 million pounds] 





World (excluding United States) 
United States 








63859—55——_30 
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Foreign production of certain oils and oilseeds, 1952-1955 


Item and unit 1952 | 1953 | 1954 


| 


(6 ..thousand short tons--| 

Cotton oi] §._..___- ' sa --do....| 1,210} 1,260| 1,320 
Linseed oil ¢ . distin d 840 | 745 | 760 
Flaxseed ee ; cs 98 87 | 88 
pape ee aaa do. __. 377 382 | 400 


105 | 104 | 98 


1 Preliminary forecast. tral 
2 Includes estimate for China at 1954 level. Thus 1955 decrease explained by Argentina and Paraguay. this 
? Crude oil basis. Calculated from seed production less other uses and waste. : 4 
4 Represents oil yield of flaxseed crushed at home or exported for crushing in other countries. trad 
5 About 85 percent represents Communist China where production estimates not fully reliable. and 
Source: U. S. Department of Agriculture, Foreign Agricultura] Service, Fats and Oils Division. we 
Foreign wool production increases, 1955 over 1954 | 


Production i 
‘ : ___ Increase 1955 Percent 
Country over 1954 increase , 
019541 1955 ! st 
es ; Sacats inse! 


Million Million illi vom 
pounds 2 pounds 2 S100. 
I in cciinin pap inenidmanondalonsineeecemiat 1, 280.0 | 1, 315.0 1954 
New Zealand___----- 460. 0 


Union of South Africa_-_- . sisciaienasbonmintiacan b 290. 0 
U.8.8.R 7 ; : 410.0 
All other increases___- z : 810.3 | 
Subtotal -_ aS 

Total decreases-___- 5 Sadidreaienniee eae 

DIOS CRONIN cccccsc ce idic cccccccsriccrecucownen 





Cxnmooce 





! Preliminary. basi 
2 Greasy basis. tion 
tons 

Grain production in the world excluding the United States wou 


mill 
{In million bushels] T 





tha 
acre 
whe 


/ Average, | Average, 
Commodity 1935-39 1945-49 1952 








| ? wh 
6, 121 I 


f 1, 659 | | 
| 2) 509 bot 
3, 140 2 895 age 
2, 305 for 
7 . ——— . abl 
. . , ing 
Percentage change in foreign production for 
- cali 
| 
1954 as per- | 1954 as per- | | val 


tty | 1954 as per- | 1954 as per- mi 
Commodity —= -_ . | cent of 1952 | cent of 1963 











OA Nis ss 111 | 126 | 

ee 92 103 
115 | 129 | 
85 | 111 | 
104 115 | 


Source: Grain and Feed Division, Foreign Agricultural Service, June 1955. 
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LOSSES TO FARMERS RESULTING FROM ACREAGE RESTRICTIONS 
ON BASIC COMMODITIES 


Now, the record of our last hearing will show a statement, prepared 
py the Department, showing what the economic effect of your admin- 
istration’s decision not to sell these commodities is. 

The record further shows how much the loss was in transportation, 
the equivalent of 10 shiploads daily for a year, the equivalent of 100 
trains a day from the west coast to the east coast. We are missing 
this because you did not and will not sell these commodities in world 
trade on a competitive bid basis. Not only that, but the record shows, 
and I want that included here, what the loss is to the farmers in these 
acreages we would not let them plant. 

(The information requested is as follows :) 


Losses TO FARMERS RESULTING FROM ACREAGE RESTRICTIONS ON 
Basic COMMODITIES 


Such a statement, based on the reductions in 1954 compared with 1953, was 
inserted on pages 130 and 131 of the Hearings Before the Subcommittee of the 
Committee on Appropriations, House of Representatives, 84th Congress, 1st ses- 
sion, Department of Agriculture Appropriations for 1956. This comparison of 
1954 with 1958 is still the latest which can be made until data on 1955 acreages 
become available in July. The material reads as follows: 

The acreage of cotton in cultivation July 1, 1954, was 19,776,000 acres. This 
was 5,468,000 acres less than on July 1, 1953. Multiplying this acreage times 
the 1949-53 average yield per planted acre of 275 pounds of lint cotton gives 
3,133,000 bales of cotton. The value of this cotton at the 1954 average support 
level of 31.58 cents per pound ($157.90 per bale) would be $495 million. On the 
basis of the average relationship of production of cottonseed to lint, produc- 
tion of 3,183,000 bales of lint cotton would be accompanied by about 1,285,000 
tons of cottonseed. Valuing these seed at the 1954 support rate of $54 per ton 
would give a value of $69 million. Totaling the value of lint and seed gives $564 
nillion. 

The planted acreage of wheat in 1954 was 61,971,000 acres or 16,818,000 less 
than in 1958. Multiplying this acreage by the 1949-53 average yield per planted 
acre of 14.3 bushels gives 240.5 million bushels. The value of this amount of 
wheat at the estimated average price received by farmers for the 1954 crop of 
wheat ($2.12 per bushel) would be $510 million. 

Five-year (1949-53) average yields were used in the above calculations for 
both wheat and cotton since they are assumed to more nearly represent an aver- 
age or normal Situation. Yields of cotton were record high in 1954 and those 
for wheat were somewhat above average. In both cases 1954 yields were prob- 
ably influenced to some extent by the fact that acreage allotments and market- 
ing quotas were in effect. If, however, the 1954 yields of 329 pounds per acre 
for cotton and 15.6 bushels per acre for wheat were substituted in the above 
calculations with the other factors remaining constant, the results would be 
value of cotton lint, $592 million; value of cottonseed, $83 million; total $675 
million; value of wheat, $556 million. 

The acreage of several important crops increased from 1958 to 1954. The 
acreage increases for some of the individual commodities are: 

1,000 acres 


Sorghum harvested for grain 
Soybeans harvested for beans 


7 Multiplying these acreage figures by average yields and the resulting produc- 
lon figures by estimated season average prices for 1954 gives a total of $467 
million. In this case it makes practically no difference whether 1954 or the 
149-53 average yields are used. 

The value of cotton and wheat indicated above would be gross values and 
lot net. The production of these increased amounts would, of course, involve 
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additional production expenses on the part of producers. Also this increased 
production of wheat and cotton would be additions to our already large price 
support stocks of these commodities. Eventually it would be necessary to dis. 
pose of these stocks. When they were released they would undoubtedly reduce 
farm prices and farm incomes from these commodities below what they woulq 
otherwise be at that time. 

Mr. Wurrren. I hate to constantly raise these points, but I want 
to ask you 2 or 3 things, Mr. Morse, and I want an answer to the 
questions. 

You realize, do you not, that the Commodity Credit Corporation 
Charter gives you authority to sell in world trade on a competitive bid 
basis any commodity that the Commodity Credit Corporation has’ 

Mr. Morse. That, I understand, is the case. 

Mr. Wuirren. You also agree that the formula on acreage allot- 
ments and marketing quotas is: Exports, domestic consumption less 
the supply on hand, plus 30 percent? That is the formula, is it not’ 

Mr. Morse. The important point in your discussion is that export 
is a factor to help control the amount of acreage reduction ? 

Mr. Wuirren. No, it fixes the acreage, does it not ? 

Mr. Morse. I say it is an important factor in determining it. 

Mr. Wuirren. And the less the exports, the less the acreage! 

Mr. Morse. Yes. 

Mr. Wuirren. And hence you get less acreage for production?! 

Mr. Morse. Yes. 

Mr. Wuirren. And if it is not exported then it is still on hand, and, 
being on hand, the farmer suffers twice ? 

Mr. Morse. Unless it is moved into the domestic market, which is 
our primary market. 

Mr. Wuitrren. When are you going to start selling these commodi- 
ties in world trade and actually offer ways to help increase trade and 
exports and thereby increase the acreage and marketing allotments! 

Getting back to the basic issue, if a man is making less than,$1,(00 
a year you want him to make at least $1,000; that is your purpose?! 

Mr. Morse. That is right—and much more. 


IMPORTANCE OF PRODUCTION AND PRICE 


Mr. Waurrren. Do you know of any better way of doing that than 
to increase his production and increase his price, to raise his $1,000 up 
to $1,200 or $1,300? Do you know of any simpler way to do it than 
to increase his production by the use of your authority under the Con- 
modity Credit Charter to sell commodities abroad competitively? Do 
you know of any simpler way to correct it than that if your purpose !s 
to raise his $1,000 income up to $1.200 or $1,300 or $1,400? 

Mr. Morse. May I say, Mr. Chairman 

Mr. Wuirren. Can you answer me and then discuss it ? 

Mr. Morse. I would say yes, that there are more effective ways than 
if you multiply an artificial price by the production 

Mr. Wurrren. I say his costs have gone up and you should let the 
price which he receives go up with them. 

Mr. Morse. One of the major problems we are told under which cot- 
ton is supported is the matter of price. This, of course, has been re- 
ported more completely in the previous record of hearings. This big 
stimulus to production abroad came about when we embargoed cotton 
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axsports for example, and our cotton was at very high price levels. 
Price has been a major problem in connection with cotton. 

We are, as you know, actively studying the cotton problem. We 
jave some Of the best authorities in the cotton trade working as a com- 
mittee to try to come up with what is the best answer to the situation 
to which you speak. 

Mr. Wurrren. Mr. Morse, could I say that I have the highest per- 

onal regard for you and the rest of the Department. I am prone to 
vet rather set ideas I suppose, and perhaps I am prone to press a little 
‘oo hard and perhaps it might be considered unmannerly sometimes. 
But could I respectfully suggest that you have studied this problem, 
[ believe, more than a year, and substantially you have come up with 
$4 per farmer loan and you say that the communities ought to get 
behind this with more research, county agents, and training for 
getting off the farm. 
- Then the next thing you have done is to come up with an increase 
for extension and research. We spend on research some $70 million, 
and for the Extension Service we have increased it probably 40 or 50 
percent over the last few years, and it is good. Then the other thing, 
you have increased, in your recommendation, is the lending authority 
of the Farmers Home Administration, which we have insisted was 
good, but which you folks would have cut down substantially in recent 
year’s. 

Might I respectfully submit that this farm picture is getting bad 
and your time is running out. This is 214 years after you took over, 
ind next year is the last year. 

Mr. Morse. Yes. 


Mr. Wurrren. And studies are a pretty good way of saying I want 
to know the answer; but time is running short. And do not misunder- 


stand me, I am in politics myself, and my term is just half as long as 
yours. But when a situation is this bad, and my term is about up, I 
am going to try to get busy. And may I respectfully suggest that 
you review the Commodity Credit Corporation Charter, which you 
have admitted gives you full authority to move these commodities in 
world markets at whatever price necessary, and that you move them 
and add to the acreage allotment and marketing quotas. If the ex- 
ports are higher, then you can add to the marketing quotas, because 
when the supply on hand is less, you add to the acreage and marketing 
\uotas, 

When can we get some action on that? I realize that you cannot 
speak of Secretary Benson, but I cannot help but leave that with you 
because I am so firmly convinced that that is where real relief lies. 

Now, I cannot see that the program submitted here will help; I 
have worked at this farm program for 10 years. As good as it is in 
its own right, I do not see how it is going to relieve the present sit- 
uation, which is bad. And I want to give you the money; but I hope 
that a year from now, or 6 months from now, we will not still be 
having to ask you why you do not make use of the authority under the 
Commodity Credit Corporation Charter to sell these commodities, 
‘ut out all of this millions of dollars in storage that you are paying, 
ind increase the production volume of the farmer, so that they can 
have a chance to stay on the farm. 
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Now, if that sounds like a lecture, I intended it that way. But there 
is nothing personal in it. 

Mr. Morris. Thank you very much. 

Mr. Wurrren. Other folks differ with me, but cer tainly it has not 
changed my feelings toward them and I hope my expressions do not 
change their feelings toward me. 

Mr. Morse. Mr. Chairman, in spite of the fact that I feel I haye 
to hold up my side of the table, as we go along here, I want you to 
know that there is certainly nothing personal in my testimony. 

What you have said has been very stimulating ‘to us, and it has 
spurred us into studies of various kinds. We have been bringing iy 
the most experienced people that we could get in the cotton trade, as 
well as in the other areas, and we hope that before this year has rw 
out, that we will have a better answer than we now have. 

Mr. Wurirtrten. Mr. Morse, there is another fault, as I see it. The 
suggestion here is hardly a farm program; it will help some. But 
that is the other real mistake that I think you make in this Depart- 
ment, when you try to make a farm program suit the trade. Some 
folks in the trade are moving acres overseas every time you make our 
farmers cut out one at home. Some folks inthe trade are lon ¢ 
in the futures market and some are short. Now, a whole lot of then 
have taken their money and gone into Peru, Mexico, and Brazil, ani 
are growing these commodities down there, and they and organizations 
to which they belong, then advise the Department not to offer Unitel 
States-produced commodities in world trade at truly competitive 
prices. 

When you go in and try to get an agreement with the trade about 
the farmers’ program you are in trouble. In the first place, you cannol 
get an agreement; and secondly, the poor farmer is likely to get los 
in the shuffle. You have some farmers—but I have checked over mo 
of them you have coming to Washington, and they have banks an! 
cotton mills and various other things. 

Mr. Morse. Yes. 

Mr. Warrren. But the average farmer. is finding it a little hard 
here. And I think that the American farmer is going to wake up to 
that fact. The farmers’ condition and his situation has been con- 
petitive with the trade since time immemorial. The consumer pays 
so much and included in it is what the trade gets; and the trade is in 
pretty good shape to get theirs, and the farmer gets what is left. 

Now, when you get to the segment of the consumer’s dollar, and you 
let the trade get their shot at it, or have it on such a basis that they 
have to agree to it, the farmer is coming out second best. 


Mr. Morse. Of course, in the agricultural system, as you well know, 


we have to rely upon the trade to process and to market farm con 
modities. Trade is the farmer's outlets and there are many ramifica- 
tions. For instance, the possibility of closing down the factories i 
this country that buy most of the cotton, or that buy cotton in this 
country, if you start exporting cheap cotton. That is just one 
example. 
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AUTHORITY OF PRESIDENT TO LIMIT IMPORT OF FARM PRODUCTS 


Mr. Wurrren. I would like to insert in the record at this point the 

rovision of the law which authorized the President to put as much 
ysa 50-percent tax on competitive goods that might come back, which 
night seriously affect the farmer. I am sure you can find that in your 
fice, but I would like to have that in the record. 

(The excerpt of the act referred to follows :) 


CITATION OF TITLE 7, UNITED STATES CODE, SECTION 624 


:624. Limitation on imports; authority of President.—(a) Whenever the 
president has reason to believe that any article or articles are being or are prac- 
tically certain to be imported into the United States under such conditions and 
in such quantities as to render or tend to render ineffective, or materially inter- 
fre with, any program or operation undertaken under sections 601-604 and 
(7-620 of this title or the Soil Conservation and Domestic Allotment Act, as 
amended, or section 612c of this title or any loan, purchase, or other program’ 
or operation undertaken by the Department of Agriculture, or any agency operat- 
ing under its direction, with respect to any agricultural commodity or product 
thereof, or to reduce substantially the amount of any product processed in the 
United States from any agricultural commodity or product thereof with respect 
to which any such program or operation is being undertaken, he shall cause an 
iwmediate investigation to be made by the United States Tariff Commission, which 
shall give precedence to investigations under this section to determine such facts. 
Such investigation shall be made after due notice and opportunity for hearing 
i) interested parties, and shall be conducted subject to such regulations as the 
President shall specify. ® 

(b) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall by proclamation impose such fees not in excess of 50 per 
centum ad valorem or such quantitative limitations on any article or articles 
which may be entered or withdrawn from warehouse, for consumption as he finds 
and declares shown by such investigation to be necessary in order that the entry 
of such article or articles will not render or tend to render ineffective, or mate- 
tially interfere with, any program or operation referred to in subsection (a) of 
this section, or reduce substantially the amount of any product processed in the 
‘hited States from any such agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken: Provided, 
That no proclamation under this section shall impose any limitation on the total 
quantity of any article or articles which may be entered, or withdrawn from 
warehouse, for consumption which reduces such permissible total quantity to pro- 
portionately less than 50 per centum of the total quantity of such article or 
articles which was entered, or withdrawn from warehouse, for consumption dur- 
ing a representative period as determined by the President: And provided fur- 
ther, That in designating any article or articles, the President may describe them 
by physical qualities, value, use, or upon such other bases as he shall determine. 
_(¢) The fees and limitations imposed by the President by proclamation under 
tis section and any revocation, suspension, or modification thereof, shall become 
elective on such date as shall be therein specified, and such fee: shall be treated 
for administrative purposes and for the purposes of section 612¢ of this title, as 
ities imposed by the Tariff Act of 1930, but such fees shall not be considered as 
duties for the purpose of granting any preferential concession under any inter- 
lational obligation of the United States, 

(d) After investigation, report, finding, and declaration in the manner pro- 
‘iled in the case of a proclamation issued pursuant to subsection (b) of this 
‘ection, any proclamation or provision of such proclamation may be suspended or 
‘trminated by the President whenever he finds and proclaims that the circum- 
‘tances requiring the proclamation or provision thereof no longer exist or may 
be modified by the President whenever he finds and proclaims that changed cir- 
“instances require such modification to carry out the purposes of this section. 

'e) Any decision of the President as to facts under this section shall be final. 

‘f) No proclamation under this section shall be enforced in contravention of 
‘ty treaty or other international agreement to which the United States is or 
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hereafter becomes a party. (As amended Jan. 25, 1940, ch. 13, 54 Stat. 17; July 3, 
1948, ch. 827, Title I, § 3, 62 Stat. 1248. ) 

Mr. Wuirren. Now, we hold our cotton off of the world market 
while Anderson-Clayton and Hohenberg are developing acreages, 
which they are now doing, in Peru, Mexico and Brazil. With the 
know-how folks like Anderson, Clayton and Mr. Fleming, who js 
closely and intimately connected with the present administration, and 
Mr. Hohenberg, if we stand here until they complete this job and 
move our cotton acreage to Mexico, Brazil, Peru, and Guatemala, 
which has increased its acreage sixfold in the last 5 years, we are jy 
trouble. With the know-how of these big American financial inter. 
ests, and the cheap labor that they find there, when that source of cheap 
cotton becomes available to foreign mills, the American textile mills 
will be in the same fix as the American farmers are in now. 

I have asked that the record show the expansion overseas in the very 
commodities that we have been cutting down on here in the United 
States. We cannot control the world supply by cutting down on ou 
farmers here. But we are, Department of Agriculture is, promoting 
world production in other sections by holding our commodities of 
the market ; and Mr. Morse, during the two and a half years you have 
been in office, you and your administration have held them off. 


INTERIM REPORT ON INCREASES IN FOREIGN AGRICULTURAL PRODUCTION 


Recognizing these facts this committee at my’ urging asked for an 
investigation of (1) increased foreign agricultural production in the 
past 5 years, (2) United States interests furnishing financial support 
to foreign agricultural production, (3) special tax concessions on 
income from production in other countries, (4) financial interests of 
members of advisory groups, (5) foreign-aid funds used to encourage 
agricultural production, and (6) special concessions of foreign coun- 
tries to encourage exports. 

We have just received a special interim report on this study, which 
I wish to read into the record at this point: 


“POINT I 


“The increase in agricultural production in foreign countries 
during the past 5 years, with particular reference to the basic com- 
modities receiving United States price support. 

“Twenty-eight countries which showed substantial increases 1 
production of one or more of the price-supported basic commodities 
(cotton, corn, wheat, peanuts, rice, and tobacco) were selected for 
special study. An analysis sheet for each country (as well as for the 
United States and the world) was prepared showing productiot, 
acreage, yield per acre, and exports for each commodity for the 
following periods: 

“Five-year averages 1935-36 to 1939-40 and 1945-46 to 1949-50. 

“Annual data for the years 1950-51 to 1954-55, inclusive. 

“The percentage change between 1950-51 and 1954-55. 

“Estimates for 1955-56, where available. 

“Data were assembled by the appropriate divisions of the Foreigl 
Agriculture Service. Some test checks of the accuracy of the figures 
have been made. A number of meetings have been held with official 
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of various divisions of the Department of Agriculture and with trade 
associations to discuss increased production and trends in foreign 
countries. 

“For this report, analysis sheets for five of the countries, Mexico, Iran, 
Turkey, India, and Pakistan, were selected for inclusion. They appear 
is exhibits 1 through 5 at the end of the report. (Analysis sheets on 
the other 23 countries are available at the office of the director of the 
staff.) 

“Mexico was included because of the substantial increases in cotton 
and other agricultural products in that country in recent years, much 
of which may be attributed to private interests in the United States. 
Iran, Turkey, India, and Pakistan were included because they also 
have sharply ine reased production of cotton and other crops in recent 
years W hile receiving large foreign aid grants from the United States. 

\ detailed analysis of the foreign-aid program in Iran appears in 
this aa (see pt. 5) and similar data for Tur key, India, and Pakistan 
will be included in the final report. 

“A few examples of preliminary findings to date are given below: 


“ “Cotton 

“~The greatest increases in production and the greatest potentials 
for future competition with the United States are Mexico and the 
Middle East countries of Turkey, Syria, Iran, Iraq. 

“ ‘In Mexico cotton production has increased from a prewar 5-year 
average of 334,000 bales to a postwar 5-year average of 577,000 bales 
and to 1,780,000 bales in the crop year 1954-55. Cotton exports 
have increased for the same periods from 105,000 to 343,000 to 
1,150,000 bales. 

“Tt is reported that Mexico started its program for expansion in 
irrigation facilities in 1947, and is proceeding approximately on sched- 
we. It is anticipated that the program will be completed in 2 or 3 
years, at which time the limit of appreciable expansion will be reached. 
The Yaqui River project is expected to increase irrigation substan- 
tially in the northwestern section.’ 

“In the Middle Eastern countries of Turkey, Syria, Iran, and [raq 
cotton production decreased from a prewar 5-year average of 459,000 
bales to a postwar 5-year average of 390,000 bales and then increased 
to 1,260,000 bales in the crop year 1954-55. Cotton exports for the 
same periods decreased from 157,000 to 85,000 and then increased to 
684,000 bales. 

“Tt is believed that there will be continued increases in cotton 
production in the Middle East. 

“ “Cotton production in Nicaragua, El Salvador, and Guatemala has 
increased steadily from approximately 50,000 bales 4 years ago to an 
estimated 300,000 bales in 1954-55. A further increase of about 
100,000 bales i is expected in 1955-56, and potential annual production 
estimates after several more years of development range from 700,000 
to 900,000 bales. 

“In Peru cotton production has increased 25 percent during the 
past 5 years to 505,000 bales in 1954-55. During the same period 
‘xports, which are a large proportion of production, increased 25 per- 
cent. However, it is reported the Peruvian Government holds cotton 
and sugar production (the most profitable crops) under strict control 
in order to insure the production of adequate food crops. 
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‘In Argentina cotton production has been fairly stable over the 
past 10 years, the 1954-55 crop being 500,000 bales. Exports 
normally amount to about 40 percent of production. It is antic. 
pated there will be no expansion during the next 5 or 10 years although 
there is a potential for large increases. . 

‘In Brazil cotton production has been stable for the last 5 years 
The 1954-55 crop was 1,600,000 bales, some 350,000 bales less thay 
the 5-year prewar average. Exports have borne little relation to 
production. It has been reported that Brazil has a policy of encourage. 
ment of industry which acts as a deterrent to expansion of agriculture 
and therefore no significant change is anticipated in cotton production, 

‘In Egypt cotton production has been fairly stable for the past 
10 vears, the highest yield being 2,047,000 bales in 1952-53. The 
1954-55 crop was 1,598,000 bales. A large proportion of the produc- 
tion is exported. The staff has been informed that the Sudan has a 
potentiality for expansion if wells and irrigation are increased, 
However, the necessary machinery and equipment are expensive and 
no substantial increase in production is anticipated in the near future. 
It has been reported that German interests are considering the invest- 
ment of capital in this project. 

“Tn other African countries cotton production has been small and 
fairly stable. The staff has been informed that there is little chance 
for substantial expansion. 

“Tn India during the past 10 vears there has been a gradual increase 
in the production of cotton, the 1954-55 crop being 3,900,000 bales. 
Exports are negligible. It has been reported that some 600,000 bales 
of American-type cotton are imported, principally from East Africa 
as the price has been lower than the United States’ price, the result 
being that the United States is a residual supplier. 

“ “In Pakistan cotton production has been stable for the past 5 years, 
the 1954-55 crop being 1,245,000 bales. During the last 4 years, 
large proportion of the production was exported but exports for the 
current year were only 630,000 bales. The staff has been informed 
that although increased acreages are needed for production of food 
products for home consumption it is planned to maintain or expand 
exports of cotton through increased irrigation and improved cultural 
practices. 

“<The production of cotton is of minor importance in friendly 
countries other than those discussed above. 

‘“*The following information on the world situation with respect to 
synthetic fibers was received. World production last year was the 
equivalent of approximately 11 million bales of cotton and this year 
is expected to be the equivalent of about 14 million bales; United 
States production of synthetics has not changed substantially during 
the last 4 years. Cotton has held its own on a per capita basis; the 
price of cotton has a definite effect on rayon production and consump- 
tion, but the recent expansion of the other higher priced synthetic 
fibers such as nylon, orlon and dacron has been largely independent 
of the price of cotton. 


“* “Wheat 


‘‘ ‘World wheat production increased from an annual average of 6. 
billion bushels in prewar years to 6.6 billion bushels in 1950-51. It 
continued to rise to 7.4 billion bushels in 1952-53 and 7.3 billion bushels 
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in 1953-54. ower yields and a slightly lower acreage resulted i 
some what less wheat production or 6.8 billion bushels in 1954-55. 

‘As compared with the 5-vear prewar average world wheat ac reage 
ot as 9 percent higher and production was 14 percent higher in 1954-55. 

‘In the United States with acreage allotments and marketing 
quotas in effect farmers harvested 3 million or around 6 percent fewer 
acres of Wheat in 1954 than in 1935 to 1939. With higher acre yields 
they produced around 211,000,000 bushels or 28 percent more wheat, 
however, in 1954 than in 1935— 39. 

‘In the 3 other major wheat exporting countries—Canada, Argen- 
tina and Australia—around 6 million fewer acres of wheat were har- 
vested in 1954-55 than in the 5 prewar years 1935-36 to 1939-40. 
Hizhet acre yields resulted in the production of about 7 million 
bushels or 5 percent more wheat in these countries in 1954-55, how- 
ever, than was produced in 1935-36 to 1939-40. 

‘These acreage and production data indicate that the relatively 
high level of world wheat production in 1954-55 was not the result of 
expansion in the major wheat exporting countries.’ 

“Sharp increases in wheat acreage and production have been re- 
corded in a number of the European and Middle Eastern countries 
which have received substantial foreign aid grants in recent years. 

“France, although reducing slightly the acreage devoted to wheat 
in 1954 as compared with the 1935-39 average, produced over a third 
or 100 million bushels more wheat in 1954 than in the prewar years. 

“Turkey has almost doubled her wheat acreage since the 1935-36 
io 1939-40 average and more than doubled her total production in 
1953-54. Unfavorable vields in 1954—55 resulted in a sharp drop in 
wheat production as compared with a vear earlier yet it remained a 
third higher than in the prewar vears. 

“Greece although on a net import basis has increased her wheat 
acreage 20 percent and production by 50 percent as compared with 
prewar vears. 

“Most Latin American countries, as a part of their programs to 
increase home food production, have expanded their wheat acreage 
and production. The acreage in wheat in Mexico has increased 50 
percent while production has more than doubled since the period 
1935-36 to 1939-40. Although wheat is a minor crop in Peru the 
acreage has increased 50 percent and production has almost doubled 
as compared with prewar years. 

“In the interests of maintaining self-sufficiency wheat production is 
expected to continue at recent high levels in most countries which are 
how On a net import basis. No definite trends are in evidence in the 
more important foreign wheat exporting countries. 

World tobacco production increased from an annual average 6.5 
billion pounds i in the 1935-39 period to 7.8 billion pounds in 1954 or 
an increase of 20 percent. During this same period the world acreage 
devoted to tobacc 0 production increased from 7.5 million acres to 
‘0 million acres or an increase of 15 percent. 

“United States production of tobacco increased from 1.5 billion 
pounds in the period 1935-39 to 2.2 billion pounds in 1954, an increase 
of 47 percent, in spite of the fact that the acreage devoted to tobacco 
in ” 54 was slightly smaller than the 1935 to 1939 acreage. 

Canada and Southern Rhodesia are among the more important 
countries from the standpoint of tobacco production increases. In 
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both of these countries the expansion has been encouraged by long. 
term contracts offered by British tobacco companies. 

“Increases in acreage and production from 1935-39 to 1954 are as 
follows: 
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“Japan has increased her tobacco acreage from 92,000 acres in 
1935-39 to 172,000 acres in 1954 and from a production of 149 million 
pounds in the prewar years to 256 million pounds in 1954. 

‘Turkey has increased her production of tobacco sharply from 128 
million pounds in the prewar years to 206 million pounds in 1954 
and acreage from 194,000 acres to 323,000 acres during the same 
period. 

“Italy also has increased both acreage and production of tobacco 
over 50 percent during the same period. 

“Brazil, by far the largest tobacco producer in Latin America, has 
increased her tobacco acreage from 250,000 acres in 1935-39 to 
433,000 acres in 1954. Tobacco production in Brazil increased from 
203 million pounds a year in the 1935-39 period to 296 million pounds 
in 1954, an increase of 46 percent. 

“Colombia almost doubled both tobacco acreage and production in 
the same period and Mexico more than doubled her production with 
about 50 percent increase in acreage. 

‘Tobacco production has declined in India, Pakistan, and Iran. 

““Flue-cured tobacco usually accounts for about 80 percent of all 
United States exports. World production of this type of leaf has 
shown striking increases. The acreage of flue-cured tobacco in the 
major present and potential competing countries increased from 
384,000 acres to 1,045 million acres, 172 percent, between 1935-39 
and 1954 and production increased from 370.6 million pounds to 
986.1 million pounds, 166 percent, during the same period. 

“Tobacco production is expected to increase further in the sterling 
area countries where British interests are stimulating increased pro- 
duction. Further increases in acre yields also are expected in most 
countries, especially in Latin America. 


**Peanuts 


“The principal peanut growing countries of the world are India, 
China, French West Africa, Nigeria, and the United States. The 
major portion of world exports is made by the African countries and 
goes principally to Europe, France, and the United Kingdom. 

“A significant distinction between peanuts and other United States 
price-supported crops is that peanuts produced in foreign countries 
compete with fats and oils such as cottonseed and soybean oil rather 
than peanuts as such. Exports of foreign countries are predominantly 
in the form of peanut oil or peanuts, shelled or unshelled, to be crushed 
into oil by the importing country. One exception to foreign exporting 
countries is Mexico, which has been exporting peanuts for edible use 
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in small but steadily increasing quantities. The United States raises 
peanuts for domestic edible purposes, not for export. If the produc- 
“ion exceeds local edible requirements such excess is either crushed for 
jomestic consumption or exported for crushing. 

“At present (May 1955) there is apparently no problem in connec- 
‘ion with overproduction of peanuts in the United States. Not only 
have all peanut stocks held by the Commodity Credit Corporation 
heen disposed of but Presidential Proclamation No. 3084, dated 
March 9, 1955, liberalized restrictions on imports, Further, recom- 
mendations have since been made to the President by the Tariff 
Commission that quota limitations on imports be removed through 
July 1955. Information has been received that difficulty is being 
encountered in locating peanuts of satisfactory quality for import. 

“‘The United States does not generally import peanut oil but due to 
the 1954 drought some is being imported this year under an annual 
quota of 80 million pounds. The United States Department of 
Agriculture estimates that perhaps 40 million pounds will be imported 
by June 30, 1955. 


“Corn and rice 


“World production of both corn and rice have increased substan- 
tially since the prewar years and since 1950-51. From 1950-51 to 
1954-55 the world increase in corn production was 6 percent and the 
world increase in rice production was 13.5 percent. An analysis of 
the country by country trends in the production of these crops as well 
as a more comprehensive analysis of the increases in production of the 
other price-supported crops will be included in the final report.’ 


“POINT 2 


“The United States interests which have brought about such in- 
creased foreign production through furnishing of financial support and 
technical direction and assistance. 

“The survey made to date on this phase of the directive indicates 
that the major portion of private United States capital investments, 
financing and management, has been concentrated to a large extent 
on one of the basic commodities, cotton, and that this activity has 
been substantially limited to Mexico, Central and South America, 
generally referred to as Latin America. 

“Here the increased agricultural production, extensive in cotton but 
also to a lesser degree in other basic commodities, has been generated 
to an important extent by United States private interests. Al- 
though it is not now indicated that much actual farming or production 
has been undertaken by Americans, in many instances the establish- 
ment of markets, cotton gins, elevators, processing plants and the 
inancing of production has provided the incentive and impetus for an 
important part of the increased output. 

_ “In those countries outside of the Western Hemisphere which show 
important increases in agricultural production, the main contribution 
made by United States private capital appears, at this time, to be the 
introduction, sales and financing of modern agricultural and processing 
machinery, by a group of the larger manufacturers. There is also evi- 
dence of increasing activity by seed companies in the promotion and 
sale around the world of United States improved varieties. While 





flue-cured tobacco production has shown a considerable increasp 
information received to date indicates that this increase has bee; 
mostly the result of financing and promotion by the British-Americay 
Tobacco Co., and local capital or local governments. 

“Anderson, Clayton & Co. 

“In Mexico, Anderson, Clayton & Co. has increased its net capital 
investment accou >t in plants and equipment by $8,911,709 to a total 
of $12,653,316 during the period July 31, 1947, to July 31, 1954; and 
in Brazil by $7,140,303 to a total of $15,354,158 for the same period. 
This company has increased total net capital investment in plants and 
equipment in all Latin American operations, by approximately $18 - 
791,214 to a total of $33,073,037 for the same period. As of March 
1955 Anderson, Clayton’s foreign plants consisted of 15 compress and 
warehouse units, 22 oil mills, 112 cotton gins, 10 oil refineries, 5 finished 
product plants, and 5 soap plants. The company operates through 4 
number of subsidiaries in Mexico, Argentina, Brazil, Peru, and Para- 
guay, all of which are mostly wholly owned. Operations were started 
in Mexico about 1924 and in Peru, Brazil, Argentina, and Paraguay 
during 1933-35. Crop loans in all foreign operations as of July 3), 
1954 were $14,955,477. (Source: SEC records and company reports. 

‘“‘Anderson, Clayton & Co. is reported to be the largest buyer, prov- 
essor, and exporter of cotton. and peanuts in Brazil, and largely respon- 
sible for the growth of the cotton growing industry in that country. 
Recent expansion in its Latin American. activities appears to be in the 
field of processing and refining of vegetable oils. 

“The Nile Ginning Co., a wholly owned subsidiary of Anderson, 
Clayton & Co., operates in Egypt and the Sudan. The net plant and 
equipment account of this company increased from $434,094.31 in 
1947 to $965,094 in 1954. 

“The staff has received reports, which it has not yet confirmed, that 
Anderson, Clayton & Co. is building 20 new gins in Baja California 
to handle Mexican cotton production. Also, that the company 
financed new wells and promoted cotton production on a large tract 
of land in southern Peru. Reports are that the wells are not fully 
satisfactory, so plans are supposed to be underway for surface irriga- 
tion from lakes some distance away. 


“The Corn Products Co. 


“This company has plants and grain operations at Guadalajara, 
Mexico, in Argentina, and in Brazil. It manufactures and. distrib- 
utes products using corn or milo maize as the raw materials. As of 
December 31, 1954, investment of this company in foreign subsidiaries 
built up over some period of time is listed at $14,749,000. 

“During 1954 foreign sales of corn products by the company’s 
domestic plants totaled $11,888,041 or approximately 5 percent of 
total sales. Latest figures for sales of its foreign subsidiaries show 
that in 1953 these amounted to $95,313,550. (Source: SEC records 
and company reports. ) 


“W. R. Grace & Co. 


“The W. R. Grace Co. has one of its principal foreign operations 
in Peru. Peruvian subsidiaries of the Grace Co., jointly owned with 
leading local industrialists, operate 4 integrated cotton mills, the 
largest in Peru, 2 sugar estates of approximately 10,000 acres each, 
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and numerous other merchandising, exporting, and importing activ- 
ities. These subsidiaries buy large quantities of cotton, mostly for 
their own mills, although some is exported. The Grace Co. has other 
wtton mills in Colombia and Chile. In the latter country it pro- 
duces 20 percent of Chile’s cotton and rayon blend cloth and, in 
addition, some woolen goods. Overall, Grace’s Latin American affil- 
ites produced in 1954, 97,600,000 yards of cotton, rayon, and woolen 
fabrics. 

“w. R. Grace & Co. owns a large percentage of the stock in the 
Grace National Bank of New York City. The foreign branch of this 
hank is closely connected with banking institutions in Latin America. 


‘United States capital in Mexico 

‘Mexican cotton production is now being more aggressively en- 
couraged by United States capital as the irrigation projects, which 
were started some few years ago, near completion. New deep-water 
port facilities being developed in Baja California will further expedite 
cotton and grain growing and marketing in western Mexico. Major 
banks in the United States consider cotton production (harvesting) 
loans in Mexico and some other Latin American countries a sound in- 
vestment. Crop-production loans made by the banks of Mexico can 
readily be discounted at a number of American banks. 


‘Unconfirmed reports of individual companies’ activities in Latin America 

“Bank of America, California.—In April 1955, the press reported a 
$10 million credit granted to finance cotton growers in Mexico. Press 
comment included the statement that this is an indication of ‘‘con- 
fidence of American banks in Mexico’s economic future and easy sale 


of a bumper cotton crop.” 

“J. @. Boswell Co., Inc., Los Angeles, Calif.—It is reported that this 
company recently formed a new wholly owned subsidiary under the 
laws of Mexico, called Boswell de Mexico S. A., to own and operate a 
cotton gin in the State of Sonora. The plant is currently under con- 
struction and is expected to be operating during the summer of 1955. 

“Cargill Inc., Minneapolis, Minn.—This company is engaged in di- 
versified activities and is one of the largest grain merchandising com- 
panies of international scope. It operates a grain elevator in Argen- 
tina. 

“The Continental Grain Co., Chicago, Ill.—This company is also one 
of the largest international grain merchants and operates in Argentina. 

“Cook and Cia. de Mexico S. A., Torreon, Mexico.—This company, 
asubsidiary of Cook & Co., Memphis, Tenn., is reported to have re- 
ceived a loan of $300,000 from a Phoenix, Ariz., bank in 1955 and an- 
— of $400,000 secured by 4,843 bales of cotton at Sao Paulo, 

razil. 

“R. L. Dizon & Bros., Dallas, Tex.—This company has a wholly 
owned subsidiary at Harmosillo, Mexico, operating storage facilities 
aid an 8,500-acre ranch raising cotton and wheat. R. L. Dixon also 
$a partner in the Brazilian firm of Cia. Algodceria Wooley Dixon. 

“Esteve Bros. & Co,, Dallas, Tex—This company sells cotton all 
over the world. Its Brazilian, Spanish, and Mexican equity is 
reported to be in excess of $1 million. — 

“Hohenberg Bros., Ine., Memphis, Tenn.—This company is one of 
the largest companies in the cotton business. It finances and gins 
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cotton in Mexico with its subsidiaries Algodonera Honenberg §, 4 
de C. V. in Mexico City, and Empresas Hohenberg of Torreon. |; 
also owns Hohenberg S. A. in Sao Paulo, Brazil, and has a substantia] 
amount of business in Europe, Africa, and Asia. 

“George McFadden & Bros. Co., Memphis, Tenn.—This company jg 
also one of the largest cotton merchants in the world, with & net 
worth of over $10 million. The company sells over 1 million bales of 
cotton annually and is a leader in the world cotton market. It has 
affiliates in Sao Paulo, Brazil, and Torreon, Mexico. 

“Sternberg-Martin & Co., Dallas, Tex.—This company advertises 
Mexican growths and has a subsidiary—Sternberg-Martin de Mexico, 
at Matamoros, Mexico. 

“Eugene B. Smith & Co., Dallas, Tex.—Eugene B. Smith de Mexico 
S. A. has branches at Matamoros, Mexico City, Torreon, Mexicali, 
— Hermosillo, Mexico, which merchandise, finance, and gin cotton in 
Mexico. 

“Starke Taylor & Son, Dallas, Texr.—This company handles Mexi- 
can cotton through Starke Taylor de Mexico, Matamoros. 

“Weil Bros. Montgomery, Ala.—This company operates in Mexico 
and Central America under the names of Weil Bros. de Mexico §, 4. 
and Algodonera Weil S. A. 


“Information received from agricultural attachés 

“The agricultural attaché in Turkey has advised the committee 
that— 

“(a) The Minneapolis Moline Co. has recently associated with 
Turkish interests for the assembly and eventual manufacture of 
tractors anf farm machinery in Ankara. 

“(6) The Fertilizer Corporation of America has, with Turkish 
interests, constructed and is now operating a superphosphate factory 
at Iskenderun. 

“(e) Anderson, Clayton & Co. recently assigned a man from its 
European office to be located in Turkey for a year or so to study 
cotton production and marketing in Turkey, Syria and other neigh- 
boring countries. In this regard it is of interest to note that on 
January 25, 1954, the Turkish Parliament enacted a law which 
guarantees foreigners the right to withdraw, without limit, all profits 
earned subsequent to December 31, 1953, in investor’s currency of 
origin. In addition, investors may also withdraw capital, and loans 
at maturity. 

“The agricultural attaché’s office in Italy advised the staff that 
several American hybrid seed corn companies are producing and 
distributing hybrid seed corn in the mechanized part of the Italian 
corn belt. 

“Foreign activities of farm machinery and food processing companies 

“The International Harvester Co. manufactures, assembles, or 
sells in most major producing countries of the world. The same }s 
generally true for Deere & Co. The following United States com- 
panies—Swift, Armour, Kraft, Borden, and National Dairy Products— 
have gone into many countries in Europe and Asia to process, manu- 
facture and distribute their traditional products. ! 

“An American Australian Syndicate called Mainguard—Australia 
Ltd., headed by Allen Chase of Los Angeles, has been actively inter- 
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sted in promoting rice production in the northern territory of 
stralia. 

Pr hmerieain cotton gins are used in practically all cotton-producing 
ountries. The Continental Gin Co. of Birmingham, Ala. is reported 
to be the largest manufacturer of cotton-gin machinery in the world. 
t sells to all cotton-growing sections of the world. This company 
along with the John E. Mitchell Co., Murray Gin Co., Lummus 
Cotton Gin Co., and several others, manufactures and sells 99 percent 
of the saw-type gin machinery used in the world. Most countries 
rising American upland-type cotton use saw gins. 


“ACTIVITIES OF FOUNDATIONS 


“The Rockefeller Foundation has supported crop breeding and 
extension work which has resulted in substantial increases in corn, 
wheat and bean yields in Mexico and improved seed stocks of these 
three crops in Colombia. Corn improvement work has also been 
started in Central America. 

“The Ford Foundation overseas development program has con- 
ceentrated its efforts in Burma, India, Indonesia, Pakistan, Egypt, 
ran, Iraq, Israel, Jordan, Lebanon, Syria, and Turkey. Its rural 
and agricultural development program includes the financing of a 
technical consulting group based at Beirut, Lebanon; surveys of the 
opportunities for development and expansion of small-scale village 
industries; assistance in organizing agricultural credit systems; and 
general agricultural education projects. 


‘Agricultural loans made by the Export-Import Bank of Washington— 
July 1, 1947, to December 31, 1954 

“From July 1, 1947, through December 31, 1954, a total of $3,105.9 
milion new credits: were authorized by the Export-Import Bank of 
Washington. Of this total approximately $165 million was used by 
the borrowers in foreign countries for land development, purchases 
of farm machinery, grain storage equipment, fertilizer plants, and 
ugar mills. In addition, about $83 million was loaned for highway 
and hydroelectric construction which opened up important new agri- 
cultural producing areas or provided additional water for irrigation 
purposes, 

“As a general policy the Export-Import Bank finances only the 
materials and services purchased in the United States and most 
industrial, hydroelectric, transportation, and other projects financed 
by Export-Import Bank loans have a total cost considerably in excess 

the bank loan. 


“The more important agricultural credits 


“Tsrael—By far the largest agricultural credits were extended to 
lrael. In January 1949 a loan of $70 million was made for agricul- 
ural production purposes. ‘These funds were used to provide build- 
ings, farm machinery, and equipment for enlarging existing farms, 
teating new farms, expanding existing irrigation facilities, and 
lated purposes. Important improvements in the central irrigation 
vorks were financed out of the proceeds of this loan. $8.5 million 
vere used to finance plantings, production, and marketing facilities 
in the citrus industry. 


63859—55——81 





480 


“In addition to this $70 million loan for agricultural productio, 
purposes, $6 million out of loan funds for industrial purposes wer, 
used to finance a new fertilizer plant which started manufacturing 
superphosphates and nitrogen fertilizers in 1950-51. Also perhaps 
as much as two-thirds of a $25 million loan for housing materials mad, 
in 1949 was used for housing farm families. 

‘“‘Mexico.—The Export-Import Bank extended credits of $5 millioy 
to a Government-owned corporation in Mexico in November 1947 fo, 
the purchase of agricultural equipment and a month later approved 
a $5 million loan for the purchase of equipment for 2 sugar mills. 

“In December 1950 it approved a loan of $2.5 million for the cop. 
struction of the Falcon Dam, a joint United States-Mexico project, 
with part of the water allocated to Mexico and part to the United 
States. The loan funds financed Mexico’s portion of this dam and 
its stores 2 million acre-feet of water a year. Most of this water js 
used to increase cotton production in both countries. 

“At the same time, December 1950, a credit of $17.5 million was 
approved for the construction of the Yaqui Alto Dam. This dam 
will store 2,430,000 acre-feet of water. A part of this water will be 
used on 117,000 hectares of land adjacent to the dam and a part wil 
be used (via a canal) to irrigate 103,000 hectares some distance below 
the dam. 

“In addition to cotton, wheat, barley, carbanyas, and alfalfa ar 
grown on these irrigated lands. 

“Afghanistan.—The Export-Import Bank approved a loan of $21 
million to the Government of Afghanistan in November 1949 for the 
construction of a dam and irrigation canal which has a_ potential 
capacity of imigating 500,000 acres. In 1954 after the dam was 
completed the Bank made the Afghanistan Government another loan 
of $18.5 million for land-development purposes. They are expected 
to develop around 170,000 acres over a 3-year period with these loan 
funds. 

“These lands are now being used primarily for wheat production, 
and some rice. FOA technical assistants are working with the 
Afghanistan Government trying to interest the settlers in diversified 
farming operations and attempting to get present nomad families to 
settle on these new irrigated lands. ; 

“The initiative for this project came originally from a United States 
contracting firm which interested the Afghanistan Government in the 
irrigation. project prior to the arrival of an FOA mission. 

“Haiti—In. December 1948 the Export-Import Bank approved ' 
loan of $14 million to the Government of Haiti for irrigation and 
agricultural development purposes. The project is scheduled for 
completion in 1956. About 60,000 acres will be irrigated and used 
largely for rice production. Most of the rice produced will be used 
domestically and the power potentials associated with the dam wil 
be developed later. 

“Tran.—A line of credit of $53 million was approved for Iran i 
November 1954. The bank sent a mission to Iran in May 1955 
review the several loan proposals which have been sent forward t 
utilize this line of credit. Among the proposals are included proposal 
for financing a dam which would provide additional irrigation facilities 
and for purchasing agricultural equipment. 
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“Turkey.—A credit of $4,235,000 was granted to Turkey in Novem- 
ber 1954 for the construction of internal wheat-storage facilities. It 
is estimated that the total cost of these facilities will approximate $6 
million and that they will provide storage for 230,000 tons of wheat. 

“Liberia.—In 1951 a loan of $5 million was made to Liberia to 
fnance repairs on the 200-mile main road in that country making it 
an all-weather road. Another loan of $15 million has just been 
approved in 1955 to add 300 miles of new roads opening up new 
agricultural areas, especially in the western province. Lack of 
internal distribution has been the main obstacle preventing self- 
sufficiency in rice and other foods. The new road constructed with 
these funds will be the first highway linking the three provinces of 
Liberia together. FOA is promoting agricultural development pro- 
grams in these areas opened by the new highway. 

“Major agricultural products will be rice, cacao, bananas, palm 
kernels, coffee, and rubber. The new highways also wil! open extensive 
forest areas. 

“Keyador.—In 1950 the Export-Import Bank made a loan of 
$250,000 to the Basic Economy Corps (owned by Nelson Rockefeller) 
in Ecuador to finance purchases of machinery for rice production and 
harvesting on a demonstration or pilot-plant basis. The project was 
not successful in getting the natives to adopt mechanization. 

“In 1953 a loan of $2,280,000 was made to the Government of 
Ecuador for highway construction. This new highway will open up 
the richest agricultural lands in the country, 50,000 to 75,000 acres, 
which will be used to grow bananas, palm nuts, cacao, and coffee. 

“Bolivia. —The Export-Import Bank loaned the Republic of Bolivia 
$10.3 million in 1942 for highway construction and an additional 
$18.4 million in 1949 for the same purpose. This highway develop- 
ment program links the tin producing areas with the lowlands where 
agricultural production is possible. The lowlands are adapted to the 
production of a wide variety of crops and livestock products. 

“A rice mill and cotton gins have been built with private capital 
in Bolivia. An application for a loan to finance the construction of 
asugar mill is now under investigation and study by the bank. 

“Colombia.—In June 1950 a loan of $2.2 million was authorized 
to the Republic of Colombia for the construction of internal small 
grain storage facilities at points of collection from farmers. 

“Exporter credit lines 

“On November 12, 1954, the bank announced a new policy of 
extending lines of ¢redit to assist United States exporters to finance the 
sale in foreign markets of capital equipment of a productive nature 
manufactured in the United States. The bank will finance up to 
$10 million to an exporter on the basis of a showing of need in main- 
taining his normal volume of exports. Already all of the major 
fam machinery manufacturing companies have applied for lines of 
credit, usually in amounts of several million dollars, to finance their 
exports of farm machinery and replacement parts. 


“Credits eatended directly or indirectly for agricultural purposes by the 
International Bank for Reconstruction and Development 
“Up to April 30, 1955, total credits extended by the international 
bank were $2,168.9 million. $444.4 million of this total or somewhat 
over 20 percent were used either directly or indirectly to expand 





482 


agricultural production. (See table 3 for breakdown by country and 
purpose. ) 

‘The bank’s members now number 56 and its subscribed capital totals 
$9,148,500,000. The United States subscription was 34.71 percent of 
the total on June 30, 1954, and the United States had 30.34 percent of 
the total votes at that time. 

“Australia.—Almost one-third of all agricultural loans and over 
half of all loans to finance farm machinery purchases were made to 
Australia. The first loan to this country was $100 million, made jp 
August 1950. The press release issued at the time this loan was made 
stated that the major part of the loan funds would be utilized by farm. 
ers and business concerns. “They include the purchase of specialized 
agricultural machinery and equipment, such as crawler and special 
wheel tractors * * * heavy crawler tractors and _ earth-moving 
equipment will be purchased to assist in opening up new areas, clear. 
ing land for cultivation, providing irrigation, conserving water re- 
sources, and constructing hydroelectric works.” 

“Another loan of $50 million was made in July 1952. The press 
release stated, ‘About one-third of the bank’s loan will aid agricultural 
production on existing farms through increased mechanization, the 
use of fertilizers and * * * the creation of new farms through land 
reclamation and irrigation. By 1958 farm production is expected 
to increase by 10 percent.’ 

‘Additional loans of $54 million were made in March 1954 and 
$54.5 million in March 1955. Approximately one-fourth of the 1954 
loan and one-half of the 1955 loan was used for agriculture. The 
1954 press release states ‘* * * the Commonwealth and State gov- 
ernments have been pushing ahead with projects to increase land use 
and productivity through reclamation, irrigation, and water con- 
servation * * * today’s loan will make possible continuing imports 
for the improvement of existing farms and for opening up new areas 
to cultivation. Tractors, earth-moving equipment, farm implements, 
harvesting equipment, and components for their manufacture 1 
Australia will be bought under the loan.’ 

“The 1955 press release states, ‘Individual farmers are increasi 
their agricultural output through more extensive mechanization, an 
imported machinery and equipment has enabled the Commonwealth 
and State governments to carry forward programs to intensify land 
use and increase productivity through reclamation, pasture develop- 
ment, irrigation, water, and fodder conservation. Today’s loan wil 
finance further imports of equipment and machinery for these purposes, 
largely tractors, combine harvesters, hay balers, and other equipment 
for fodder conservation.’ 

“Colombia.—Colombia ranks second to Australia in terms of total 
loans for the direct or indirect benefit of agriculture. The first loan 
of $5 million was made to Colombia in August 1949. The entire 
proceeds of this loan were used for the purchase of farm machinery 
and equipment. 

“Another loan of $16.5 million made to Colombia in April 1951 for 
highway construction and rehabilitation was of substantial indirect 
benefit to agriculture. Somewhat more than a year later, in August 
1952, the bank made another loan of $25 million to Colombia to help 
to build a railroad in the Magdalena River Valley, an important 
agricultural area, and to equip railroad repair shops in Bogota. 
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“Another loan of $14,350,000 for further highway improvements was 
made by the bank in September 1953; and in December 1954 the bank 
made another loan of $5 million to Colombia, the proceeds to be used 
to finance imports of tractors and other farm equipment. 

“India.—India stands third in terms of total bank loans directl 
or indirectly benefiting agriculture. In September 1949 the bank 
loaned India $10 million to be used primarily for financing purchases 
of agricultural machinery needed for reclamation of lands infested 
with a weed known as Kans grass, and for clearing of jungle lands. 

‘In January 1953 the bank loaned India $19.5 mullion for the further 
development of the Damodar River Valley. The press release issued 
at that time stated, “‘ “The loan will help finance the construction of 
projects designed to protect this area against floods, to expand electric 
power capacity, and to build canals for irrigation and transporta- 
tion * é 

“(Work has already started on the irrigation system; it will in- 
dude 1,550 miles of irrigation and drainage canals serving an ogea of 
| million acres in West Bengal. When fully developed the system 
should make possible the production of an additional 400,000 tons of 
food grains, mostly rice. An increase in food production is of par- 
ticular importance in this densely populated area as it is chronically 
deficient in food.’ 

“The Netherlands.—The Netherlands stands fourth in volume of 
loans obtained from the International Bank directly or indirectly for 
agricultual purposes. 

“In 1947 the bank made the Netherlands a loan of $195 million for 
the reconstruction of productive facilities. Of this total $30 million 
was used to finance feed imports for their livestock and $5 million was 
ee to finance reconstruction of their fertilizer and food processing 
industries. 

“Turkey —Turkey ranks fifth in volume of loans used either directly 
or indirectly for agriculture. 

“In July 1950 the International Bank made a loan of $3.9 million 
to Turkey for the construction of grain-storage facilities. The press 
release issued at that time included the following statement: ‘Grain 
is Turkey’s largest crop, and present storage facilities are poorly 
equipped and insufficient to handle the annual movement of grain. 
Modern storage facilities will reduce losses from exposure, infestation 
and spoilage and effect considerable savings in handling costs. New 
agricultural equipment being supplied by ECA and the availability 
of more storage space will stimulate increased production and, ulti- 
nately, greater exports of grain, which should result in greater foreign 
exchange earnings.’ 

“In June 1952 the bank loaned Turkey $25.2 million to be used in 
the development of the Adana Plain. A multipurpose dam con- 
structed with the assistance of these funds will be used for flood con- 
trol, irrigation, and hydroelectric power. ‘The economic develop- 
ment of the Adana Plain has thus far been limited by ruinous seasonal 
loods, by lack of water for irrigation in other seasons, and by a serious 
shortage of electric power.’ 

“Peru.—Peru is sixth in terms of loans made by the International 
Bank which were used either directly or indirectly for agricultural 
purposes. Five different loans were made to Peru between January 
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1952 and April 1955, the proceeds of which were used either directly 
or indirectly for agriculture. 

“The first of these loans in the amount of $2.5 million-was used to 
improve the facilities for handling general cargo and for the unloadi 
and storage of bulk grain at the port of Callas, 5 miles west of Lima 
The press release issued at that time stated, “The amount of bulk 
grains handled by the port of Callas has been increasing and will cop. 
tinue to increase * * *. In Peru wheat can be raised only in the 
high sierra, where the amount of cultivatable land is strictly limited, 
While improved methods can bring about increased yields, local pro. 
duction is not expected to increase as rapidly as consumption. Wheat 
brought to the Lima area (the principal area of consumption) from 
the Northern and Southern departments of Peru would be transported 
by coastal vessel to Callas.’ 

“In July 1952 a loan of $1.3 million was made to Peru to finance 
imports of agricultural equipment such as tractors, plows, threshers, 
and «@irt-moving machinery to reclaim old and open new land for 
cultivation. 

“In April 1954 the International Bank made another loan of $91.7 
million to Peru for the purchase of agricultural equipment. A press 
release issued at that time contains the following: ‘There is a rapidly 
increasing demand for land clearing and land preparation in Peru. On 
the coastal plain about 370,000 acres of land formerly in production 
has been abandoned because of deterioration of irrigation ditches, 
poor drainage and failure to level for satisfactory water usage. Other 
lands still under cultivation need to be leveled to permit more effective 
use of water and the use of mechanized methods of cultivation. On 
the eastern slopes of the Andes large areas of land can be cleared at 
relatively low cost. 

** ‘Tt is estimated that during the life of the machinery financed by 
today’s loan (Peru) will be able to rehabilitate about 37,000 acres of 
land and clear about another 12,500 acres each year. The cumulative 
effect of 5 years of full operation of the machinery should result in an 
increase of annual production valued at $36 million, of which about 
$17 million would be exported, making a substantial improvement in 
Peru’s balance of payments.’ 

“In November 1954 the bank made another loan of $5 million to 
Peru to finance further imports of machinery, livestock, and materials 
needed to stimulate agricultural production in Peru. The press 
release issued at the time of the signing of the loan agreement indi- 
cated that the machinery obtained as a result of this loan would be 
used to help expand the production of cotton, sugar, rice, wheat, 
barley, and potatoes. About a quarter of the loan was to be used for 
the purchase of irrigation equipment. 

“In April of this year the World Bank made another loan of $18 
million to Peru, the funds to be used to help finance the irrigation of 
125,000 acres of new land in the coastal region of northern Peru to be 
used for the production of food and long staple cotton. The long 
staple cotton will be grown for export to improve Peru’s trade position. 
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“INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


wgiatement of loans for the direct or indirect benefit of agricultural and forestry 
development up to April 80, 1955 
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“POINT 8 


“The extent to which such United States financial interests receive 
special tax concessions from the United States Government on income 
from production in other countries. 


“Federal income tax treatment of United States interests on income from 
without the United States corporations 


“1. Introduction.—The Internal Revenue Code of 1954 provides 
certain credits or tax advantages for United States corporations doing 
business in United States possessions or in foreign countries. In some 
instances the credits are allowed to avert double taxation; in others 
special treatment is permitted to encourage United States trade and 
investment abroad, particularly in this hemisphere. 

“The following is an outline of Federal income-tax treatment 
accorded income of domestic corporations from without the United 
States. The section references are to the Internal Revenue Code of 
1954, Public Law 591, 83d Congress, approved August 16, 1954. 

“2. Foreign Tax Credit (secs. 901-905).—A domestic corporation 
may elect to take credit against its total income tax for any income, 
war profits, or excess-profits taxes paid or accrued during the taxable 
year to any foreign country or to any possession of the United States. 
The term “income, war profits, and excess profits taxes’’ includes 
taxes paid in lieu thereof, such as taxes based upon gross sales or unit 
of production. The credit is not allowed against the following United 
States taxes: the tax on accumulated earnings, the additional tax on 
war-loss recoveries or the personal-holding-company tax. The 
amount of credit for foreign taxes is limited to the proportion of 
United States tax applicable to that particular foreign income. 
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“A credit is also permitted a domestic corporation for the propor. 
tionate part of foreign taxes paid on income by a foreign corporation 
which results in dividends to the domestic corporation. At least, 19 
percent of the voting stock of the foreign corporation must be held 
A further proportionate credit is allowed if such foreign corporation 
owns 50 percent or more of the voting stock of another foreign corporg. 
tion and receives dividends therefrom, and such dividend becomes 
part of the dividend paid to the domestic corporation. 

“An example of the latter situation would be: The A corporation, 
a domestic corporation, receives $100,000 in dividends from B ¢or. 
poration, a foreign corporation in which A corporation holds more 
than the requisite 10 percent of the voting stock. B corporation ip 
turn holds all of the stock of C corporation, another foreign corpo- 
ration. The accumulated profits of B corporation amount to $400,000 
(including a $50,000 dividend from C corporation). The foreign 
income taxes paid by B corporation with respect to such accumu- 
lated profits amounts to $120,000. C corporation has accumulated 
profits of $300,000 with respect to which foreign taxes of $90,000 
have been paid. 

“Under these circumstances there would be added to the $120,000 
tax with respect to the accumulated profits of B corporation: 


“$50,000 
300,000 


paid upon that portion of the accumulated profits of C corporation 
used in the payment of the $50,000 dividend to B corporation. The 
total tax paid or deemed to have been paid by B corporation with 
respect to its $400,000 accumulated profits is $120,000 plus $15,000, 
or $135,000. 

“The amount of tax deemed to have been paid by the domestic 
corporation with respect to the $100,000 dividend received from B 
corporation would then be: 


“$100,000 

400,000 
tax credit; 

“3. Western Hemisphere Trade Corp. (secs. 921-922).—A Westem 
Hemisphere trade corporation is a domastic corporation all of whose 
business (other than incidental purchases) is done in any country or 
countries in North, Central or South America, or in the West Indies, 
and which satisfies the following conditions: 

“(1) if 95 percent or more of the gross income for the 3-year 
period immediately preceding the close of the taxable year (ot 
for the part of such period the corporation was in existence) Was 
derived from sources without the United States; and 

(2) if 90 percent or more of its gross income for such period 
was derived from active conduct of a trade or business. 

“A deduction in computing taxable income is allowed Westen 
Hemisphere trade corporations as follows: 

“(A) First determine the taxable income of the corporation. 

“(B) Multiply the amount determined in (A) by the fraction— 

“‘(a) the numerator of which is 14 percent, and 

“(5) the denominator of which is that percentage which equals 
the sum of the normal tax rate and the surtax rate for the taxable 
year. 


X $90,000, or $15,000 representing the foreign income tax 


$135,000, or $33,750, which may be claimed as a foreign 
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“The effect of this computation is to allow a deduction which 
results in a 14 percent reduction in tax rate. It is understood that 
Western Hemisphere Trade Corporations are being rather widely used 
for United States trade and investment in Canada, Central, and South 
America. 

“4. Income From Sources Within Possessions of the United States 
sec. 931) —Domestic corporations engaged in the active conduct of 
a'trade or business within a possession of the United States are exempt 
from tax on income from sources outside the United States, if for the 
3-year period ending with the close of the taxable year (or the appli- 
cable part of that period), 

(a) at least 50 percent of gross income is from that trade or 
business, and 

‘“(b) at least 80 percent of gross income is from any source 
within the possession. 

“The Virgin Islands of the United States are expressly excluded by 
statute from ‘possessions of the United States.’ 

“The credit for taxes paid to foreign countries and possessions, dis- 
cussed in section 2 above, is not allowed to corporations receiving the 
benefit of this section of the Code. 

“Ohina Trade Act Corporations (secs. 941-943) —Corporations organ- 
ized under the China Trade Act, 1922 (15 U.S. C., ch. 4, sec. 141 et 
seq.) are allowed a special deduction derived from a proration of 
taxable income from sources within Formosa and Hong Kong, such 
deduction being limited to the amount of the special dividend which 
must be certified by the Secretary of Commerce to the Secretary of 
the Treasury. 

“China Trade Act Corporation benefits are believed to have an 
inconsequential effect on the agricultural situation under study. 

“6. Dividends received from certain foreign corporations (sec. 245).— 
Foreign corporation dividends (other than from a foreign personal 
holding company) received by a domestic corporation are subject to 
a deduction 1f— 

“(a) the foreign corporation is subject to United States income 
tax, and 

“(b) if it has derived 50 percent or more of its gross income 
from sources within the United States for an uninterrupted period 
of not less than 36 months, ending with the close of such foreign 
corporations’ taxable year in which such dividends are paid (or, 
if the corporation has not been in existence for 36 months at the 
close of such taxable year, for the period the foreign corporations 
has been in existence as of the close of such taxable year). 

“The dividend received credit is 85 percent but is limited to the 
percentage which the gross income of such foreign corporation from 
sources within the United States bears to its gross income from all 
sources, 

“7. Tax treaties (sec. 894).—The code in section 894 provides: 

‘Income of any kind, to the extent required by any treaty obligation 
of the United States, shall not be included in gross income and shall 
be exempt under this subtitle.’ 
_ “The development of United States business abroad and the increas- 
ing business done in the United States by aliens throughout the years 
have created complex tax problems. To solve these problems equitably 
for taxpayers and to protect United States revenues a number of tax 
'reaties have been concluded, or are in negotiation. 
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“Basically, these treaties are designed to eliminate internationg| 
double taxation and to assist in mutual tax enforcement. An essential 
of such treaties is therefore the establishment of bases for determining 
sources of income. ; 

“Tax treaties have been concluded with the following countries: 


Australia Germany Norway 

Belgium Greece Sweden 

Canada lreland Switzerland 
Denmark Japan Union of South Afric, 
Finland Netherlands United Kingdom 
France New Zealand 


“Negotiations are underway with: 


Austria Honduras Mexico 
Colombia Israel Philippines 
Cuba Italy (awaiting ex- 

change of ratifica- 

tions) 


‘An idea is being explored to consider in future treaty di8cussions 
an item of ‘taxes spared.’ The principle involved is that when 
foreign country offers the inducement of waiving taxes for an initial 
limited period of years to encourage new industry to enter the country, 
the treaty could provide that the taxpayer be allowed a credit for the 
taxes which would have been paid but for the ‘tax sparing.’ The 
purpose would be to encourage the investment of United States capital 
in enterprises in friendly nations. 

“8. Foreign corporations not subject to United States taxes.—Foreign 
corporations owned by United States interests and not subject to 
United States taxes are naturally not covered by the Internal Revenue 
Code, but may be an important vehicle for employment of United 
States capital abroad. Such corporations can be utilized to accumi- 
late earnings, with such earnings being ultimately liquidated and 
brought under United States taxation only as gains subject to the 
limitation on taxation of capital gains. 

“Such corporations would fall essentially into two categories: 

“‘(1) Those incorporated in the country in which operations are 
conducted. 

“‘(2) Those incorporated in countries in which operations are not 
conducted but which have laws favorable to corporations. Panama. 
for instance, imposes no income tax except on business conducted in 
Panama. Panama, Bermuda, Bahama, and Liberia corporations 
have been frequently used. ' 

“Such foreign corporations are not under United States authority 
and information as to the extent of their utilization is not now avail- 
able. Even though such foreign corporations are subsidiaries 0! 
domestic corporations, United States taxation is avoided unles 
dividends are paid to the parent companies. 


“ Individuals 


“9. Introduction —The tax benefits to individuals from residence 
abroad, or from income from United States possessions or forelgi 
countries, are important in encouraging United States citizens 
accept employment or to invest abroad. The following sectioDs 
outline these benefits. 
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“10, Foreign tax credit (secs. 901, 903-5).—The foreign tax credit 
described under section 2 above on corporations is also applicable to 
individuals. All features enumerated therein apply except for the 
credit allowed a domestic corporation for a proportionate part of 
taxes-paid by a foreign corporation. 

“11, Harned income from sources without the United States (sec. 
9{1).—An individual citizen of the United States, who has been a 
bona fide resident of a foreign country or countries for an uninterrupted 
period which includes an entire taxable year, is exempt from tax on 
amounts received from sources without the United States (except 
amounts paid by the United States or any agency thereof) if such 
amounts constitute earned income attributable to such period. The 
individual is not entitled to any deductions related to such exempt 
income, but is allowed personal exemptions. 

“Exactly the same treatment is accorded individual citizens who are 
present in a foreign country or countries at least 510 full days during 
any period of 18 consecutive months. Under this provision, if the 
|8-month period includes the entire taxable year the amount excluded 
shall not exceed $20,000. If the 18-month period does not include the 
entire taxable year the amount excluded from tax is the ratable portion. 

“ ‘Karned income,’ under these provisions means amounts received 
as compensation for personal services actually rendered, but does not 
include any payment which represents a distribution of earnings or 
profits. If the taxpayer is engaged in a trade or business in which 
both personal services and capital are material income-producing 
factors, a reasonable allowance, not to exceed 30 percent of his share 
of the net profits, is considered to be earned income. 

“12. Income from sources within possessions of the United States 
(secs. 931 and 933). 

“The provisions relating to income from within United States pos- 
sessions described under section 4 on corporations are also applicable 
to individual taxpayers. 

“Tn addition, section 933 of the code contains a special provision for 
individuals on ‘Income from sources within Puerto Rico.” This sec- 
tion provides that in the case of an individual who is a bona fide 
resident of Puerto Rico during the entire taxable year income derived 
from sources within Puerto Rico (except amounts received for services 
performed as an employee of the United States or any agency thereof) 
shall not be included in gross income. No deductions assignable to 
such excluded income (other than personal exemptions) are allowed. 
Also, if an individual citizen of the United States has been a bona fide 
resident of Puerto Rico for at least 2 years before the date on which he 
changes his residence therefrom, income derived from sources therein 
(except amounts received for services performed as an employee of the 
United States or any agency thereof) which is attributable to the 
Puerto Rican residence is excluded. Deductions relating thereto 
‘except personal exemptions) are not allowable. 

“13. Taz treaties (sec. 894).—The tax treaties mentioned in section 7 
under ‘Corporations’ also cover individual taxpayers. 

“14. Partnerships (sees. 701-771 and sec. 1861).—Since partnership 
returns are informational only and the distribution to partners is 
taxable on individual returns, the preceding sections dealing with 
individuals cover the tax benefits arising from partnership operations 
iN possessions and foreign countries. 
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“Section 1361 of the code, added in 1954, provides that partner. 
ships in certain circumstances may elect to be taxed as domestic 
corporations. This provision is not considered significant to the 
present study. 

“point 4 


“The extent to which such financial interests are tied into the 
Department of Agriculture and national farm organizations, through 
representation on advisory committees and similar groups. 

“The Department of Agriculture has furnished the committee staf 
a listing which purports to include every advisory committee of the 
Department as well as all its consultants. These advisory committee 
lists have been reviewed to segregate those which are germane to the 
survey and those which are not, such as Farmer Cooperative Service, 
Rural Electrification Administration, etc. 

“The staff is presently engaged in studying the composition of 
relevant committees to determine the extent of representation of 
private United States interests which are engaged in agricultural 
activities in foreign countries. To date it has been found that the 
following officials of companies either believed or known to be engaged 
in such activities are currently serving on the indicated committees: 

‘“‘Advisory Committee on Foreign Trade and Technical Assistance: 
W. C. Schilthuis, Continental Grain Co., alternate; Lamar Fleming, 
Jr., Anderson, Clayton & Co., alternate. 

“Cotton Export Advisory Committee: Lamar Fleming, Jr., chair 
man, board of directors, Anderson, Clayton & Co. 

“Cotton Price Support Advisory Committee: A. M. Crawford, 
Weil Bros. 

“Grain Export Advisory Committee: André Hinschler, Bunge 
Corp.; Harold E. Sanford, Continental Grain Co.; W. C. Schilthus, 
Continental Grain Co. 

“Wheat Advisory Committee: H. E. Sanford, vice president 
Continental Grain Co. 

“Corn Advisory Committee: William F. Brady, Corn Products 
Refining Co.; Robert C. Woodworth, vice president, Cargill, Inc. 

“Dairy Export Advisory Committee: George M. McCoy, Borden 
Food Products Co.; A. W. Sigmund, Kraft Foods, Inc.; Leslie J. 
Lindell, General Milk Co. 

“Dairy Industry Task Committee: Arthur W. Sigmund, Kraft 
Foods, Inc.; D. M. Dent, Borden Food Products Co, 

“OCC Storage Committee: Loren Johnson, Continental Grain Co. 

‘National Agriculture Advisory Commission: Jesse W. Tapp, Bank 
of America.! ; 

“In connection with the Cotton Export Advisory Committee listed 
above it should be noted that a temporary committee of the same 
name was appointed by the Secretary of Agriculture on February 13, 
1953, and was comprised of the following individuals: 

D. W. Brooks, general manager, Georgia Cotton Producers As 
sociation, Atlanta, Ga. 

C. R. Sayre, president, Delta Pine & Land Co., Scott, Miss. 

Everett R. Cook, Cook & Co., Memphis, Tenn. 

1 This name is included as the Mexican press has reported that the Bank of America has 
issued credit of $10 million for financing cottongrowers in Mexico. Several other banks 


have representatives on committees but it has not yet been determined whether they finance 
foreign production. 
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Lamar Fleming, Jr., president, Anderson, Clayton & Co., Hous- 
ton, Tex. 

William A. McGregor, vice president, Guaranty Trust Co., New 
York, N. Y. 

Charles H. Cannon, president, Cannon Mills, Kannapolis, N. C. 

Walter L. Randolph, president, Alabama Farm Bureau Federa- 
tion, Montgomery, Ala. 

“This is the Committee referred to on February 28, 1955, by Senator 
Eastland, page 49, part I, of hearings before the Subcommittee on 
Disposal of Agriculture Surpluses of the Senate Committee on Agri- 
culture. The committee staff has been informed that it held several 
meetings during the calendar year 1953, submitted a report to the 
Secretary of Agriculture (photostatic copy of which is attached as 
exhibit 6), and that the Secretary considered it dissolved. 

“The present Cotton Export Advisory Committee was appointed 
by the Secretary of Agriculture on May 24, 1955, to serve for the 
coming year, and is comprised of the following individuals: 

Walter L. Randolph, vice president, American Farm Bureau, 
Montgomery, Ala. 

Alan G. Patteson, producer, Jonesboro, Ark. 

J. B. Hubbard, president, J. B. Hubbard & Co., Cotton Exchange 
Building, Dallas, Tex. 

Allison Pell, president, Pell Cotton Co., Charlotte, N. C. 

Lamar Fleming, Jr., chairman, board of directors, Anderson, 
Clayton & Co., Houston, Tex. 

E. F. Creekmore, president, Creekmore & Co., Cotton Exchange 
Building, New Orleans, La. 

S. Y. West, president, S. Y. West & Co., Memphis, Tenn. 

D. W. Brooks, general manager, the Cotton Producers Associa- 
tion, Atlanta, Ga. 

“The committee staff is continuing its study to determine the extent 
of representation of private United States interests, engaged in 
agricultural activities in foreign countries, on advisory committees of 
the Department of Agriculture and national farm organizations, 


‘POINT 5 


“The amount of foreign-aid funds which have been used to en- 
courage increased agricultural production in foreign countries: 

“As of March 31, 1955, cumulative obligations of the Foreign 
Operations Administration and its predecessor agencies aggregated 
approximately $19.1 billion. Around 63 percent of $12.1 billion 
represented obligations for assistance activities in 20 selected countries 
where agriculture relatively is most important. (See table I.) In 
these 20 countries slightly fee than $1 billion has been obligated for 


agricultural assistance including health and industrial assistance 
activities having a direct bearing on agricultural production and 
processing. In addition, approximately $710.8 million in local 
counterpart funds created by assistance activities in these 20 countries 
ave been programed for the furtherance of agricultural production 
and processing. 
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“Because of the outstanding importance of agriculture and gyb. 
stantial increases in agricultural production, particularly cotton jp 
recent years in Iran, India, Pakistan, and Turkey as compared wit) 
the other countries receiving assistance the activities in these countries 
are being analyzed in detail. 

“Thus far detailed data are available only for Iran. (See table 2) 
As of March 31, 1955, approximately $201.2 million United States 
foreign assistance funds have been obligated for the Iranian program 
of which amount $47.3 million has been incurred for agricultural 
assistance, including those health and industrial activities bearing 
directly on agricultural production. The breakdown of these funds 
by field of activity and between projects and technical assistance is 
as follows: 


“(Amount in millions] 


ay 
| Technicians | 
| and trainees 


Activity field Projects 


Total 


ID. oie cous cancckessuancs hs sobenubeuneescatinnt | 
i se OF a eaeince weeent 
Industry, transportation, and community development... --- 








\ 


\E 


‘TaBLE 1. 
atrons 
1956 


Country 


atin America: 
Brazil 
Colombia 
Mexico. .--- 
Nicaragua. ...-- 
Peru 


Total. 


rope 
France 
lt aly 
Western Germ: iny 
United Kingdom 


Total. 


Turkey 
ureece 
Syria 
Iran 
India 
Pakistan 
Iraq. - 


Total 
friea: Egypt 


Far East: 


Burma 
Japan... 
Thailand 


ir and Middle East: 


Techni- 
cians 
and 
trainees ? 


Projects ! 


$2, 058, 489) $3, 
930, 588 1, 
764, 500 
480, 550 

2, 615, 341 


6, 849, 468 


2, 
_10, 


424,964) 1, 
39, 246, 650] 

| 167, 830, 500 

42, 621, 235| 

612, 207) 


6, 
1, 
2, 
| 250, 735, 5 56 


32, 022, 964) 1, 





6, 079, 003| 


40, 350, 103 
| 329, 958, 091 | 





1, 010, 064 
1, 047, 994 


1, 


a 


23, 


~ 34, 271, 100] 


493 


Commodi- 
ties 3 


233, 006) - 


877, 536 


951, 383 
119, 983 


458, 000 
286, 000 
351, 000 
242, 000) 
337, 000 


030, 637 
766, 000 
087, 472 
638, 367). 
554, 772 
250, 250). 


327. , 507 
478, 261) - 

450 
377, 654 





378, 104) 


$179, 910, 434 
30, 140, 821 
180, 648, 397) 
103, 266, 620} 


63, 845, 967) 
43, 177, 927) 


-| 47, 334, 122| 
* 5, 576, 495) 


1, 492, 906) 
7, 000, 000] 
2, 500, 926 


10, 993, 832 


Total for 
promotion 
for agri- 
culture ¢ 


$5, 291, 495 
2, 808, 124 
1, 774, 564 
i, 528, 544 

, 566, 724 


“16, 969, 451| 





180, 368, 434| 





493, 966, 2721 


30, 426, 821) 
180, 999, 397 
103, 508, ow 


495, 303, 272| 
: 


66, 876, 604) 
45, 368, 888) 


| 174, 468, 867 
49, 752, 502) 
2, 862, 466! 


0, 


Total aid by 
FOA and 
predecessor 
agencies 4 


$10, 643, 
3, 509, 
3, 774, 
2, 413, 

7, 696, 

28, 


826 
289 
211 
890 


037, 


687 


3, 204, 
1, 613, 736, 
1, 494, 547, 
3, 812, 51e 


153, 586 
268 
839 


124, 98 


369, 018, 922 
835, 508, 760) 

88, 140] 
201, 229, 759) - 


261, 562, 195) __- 
118, 531, 295) 


6, 557, 732) - 


39, 244, 551) - 


7, 572, 359) 
7, 1 On 000! 
7, 149, 680) 


51, 722, 039 


21, 181, 588 
10, 140, 145). 
51, 329, 453 


82, 651, 136 


~ 36, 640, 855) 617, 560, 490) 984, 1! 59, 436 12 067, 381, 449 


471) 


-Promotion of agriculture abroad—Funds obligated by Foreign (per- 
Administration and predecessor agencies, Apr. 3, 1948, through Mar. 
20 selected countries 


31, 


Approved 
withdraw- 
als from 
counter- 

part funds 
| for pro- 
| motion of 
agri- 
culture § 








|$253, 000, 000 
| 259, 000, 000 
106, 400, 000 
700, 000 


2| 619, 100, 000 


18, 600, 000 
64, 800, 000 


“3 100, 000 


112, 600, 386 386, 663, 449) 1, 792, 496, 803 85, 500, 000 
— =! 501, 225 


800, 000 


5, 400, 000 


6, x 0, 000 


710, 800, { 000 


Project obligations primarily represent total equipment and supply costs which will be borne by the 


ted States in conducting specific activities, e. g. 


roject (activity) agreements with the respective countries. 


‘Technician and trainee obligations represent salary, per diem, 


locust control, dam construction, etc., under signed 


transportation, and other costs inci- 


utal to furnishing United States technicians to the respective countries and the training of local nationals 


the United States. 


'Commodity obligations primarily represent the cost of agricultural products, machinery and supplies, 
tile mill machinery and food-processing equipment furnished. 


aT 


gations of FOA and its predecessor agencies, 
Counterpart fund withdrawals for the promotion of agriculture are primarily directed toward land recla- 
Non and irrigation, research and extension, and farm credit. 


Local currency counterpart funds are 


reated by tee local sale of these and other commodities in the recipient countries. 


Includes the dependent overseas territories of the European countries, nonregional, and other program 
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“General technical assistance is being provided to Iran in the field 
of agriculture, health, and industry. Inasmuch as cotton and whe; 
are grown throughout the country, all technical assistance rendered 
to Iran is indirectly beneficial to the production of these two com. 
modities. 

“As of March 31, 1955, approximately $3.4 million in obligations 
have been recorded for projects related specifically to cotton, wheat. 
and general agricultural production and the introduction of new seed 
strains. The amount devoted specifically to cotton and wheat is not 
available. 

“Most of the health and many of the industry projects in Iran 
are also directly related to the agricultural program. Malaria con- 
trol and sanitation projects in the rural areas primarily account for 
the $12.4 million in obligations for health activities. Approximately 
$6.2 million of the $11.6 million in obligations for industry, transpor- 
tation, and community development programs have been scheduled 
for expansion of the Tchitsazi cotton mill, cotton classing, introduc- 
tion of improved hand looms, and rural community development. 
This latter project includes group demonstrations of better farming 
procedures, introduction of new plant strains, and rural health and 
education programs. 

‘‘An analysis of the field of specialty of the United States agricul- 
tural technicians sent to Iran has not yet been completed by FOA. 
An analysis of the 91 Iranian nationals trained in the United States 
in the field of agriculture since inception of the program in 1951, 
discloses that 2 received training in cotton production and culture 
and 1 received training in cotton classing. The training of these 
three participants occurred in fiscal years 1953 and 1954. 

“Detailed data on assistance activities relating to the promotion 
of agriculture in India, Pakistan, Turkey are now being prepared. 
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“Type 2.—Iran: Major p.ojects bearing on agricultural production summary of 
roject obligations incurred from the beginning of the program in June 1950 to 
Mar. 31, 1955 


agricultural projects : Amount 
~ Locust control $272, 316 
Karaj College (agricultural research) 
Rural improvement (improved production of cotton, cereals, 
and other crops) 2, 087, 889 
Golpayegan Dam (irrigation) 136, 800 
Kuhrang tunnel (irrigation) 66, 000 
Land-use survey (land classification and soil analysis) 535, 000 
Karkbeh Dam construction (irrigation) 157, 816 
Ghanat reconstruction (irrigation) 230, 000 
Livestock improvement (breeding stock, veterinary training)_-. 1, 043, 992 
Cotton improvement (research and improved seed) 33, 500 
River basin survey (water runoff and erosion) 434, 667 
Agricultural extension (improve extension service) 592, 200 
Plant science (plant strain improvement, including cotton and 
cereals) 1, 359, 348 
Forestry (rural woodlots for fuel) 146, 600 
Farm-machinery pool (demonstration and repair centers) -__ 613, 263 
Irrigation (shallow-furrow method demonstration) 176, 865 
Razi Veterinary Institute (laboratory techniques and diagno- 
BGs). cece ttt eh re th fendi iis lh Dulas ache aieebin bolas ae eae 226, 465 
Cooperative specialist training (training cooperative service 
workers) 40, 032 
Deep wells, Yezd area (irrigation) 150, 000 
Purchase of CCC surplus commodities (to generate local cur- 
rency for agricultural projects) 6, 618, 430 
All other 2, 190, 011 


Total 17, 750, 154 


Health projects: 
Malaria control (rural areas) 
Health cooperative (public health) 
Public health (rural-health improvement) 


Razi Veterinary Institute (laboratory equipment) 
All other 


Ihdustry, transportation, and community development projects: 

Tchitsazi mills (cotton mills expansion) 

Sugar plants (construction and expansion) 

Teheran slaughterhouse (meat processing) 

Dried-fruit plants (processing) 

Wool-scouring plant (processing) 

Karaj Dam (irrigation) 

Cotton classing 

Railroads 

Rural development (demonstration farming, credit, rural com- 
munity development) 

Hand looms (introduction of improved looms) 


11, 616, 358 


SOUR I eh Sa Oe 39, 246, 650 
63859—55——_32 
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“POINT 6 


‘‘What special concessions other countries throughout the worl 
make to move their exports, both agricultural and nonagricultur| 
into world markets. 


“Export incentives utilized by other countries for nonagricultural product; 
“The most general export incentive employed by other countries js 
the provision of favorable credits for foreign buyers and credit insur. 
ance for the exporters of capital goods. Most countries including the 
United States have government loan and insurance programs which 
supplement their private commercial activities in this field. 

“The enabling statute in Canada typifies the purpose of credit insur. 
ance in these words: ‘To facilitate and develop trade between Canada 
and other countries by insuring against loss caused by insolvency. 
delays in collection, and transfer difficulties.’ 

“Remission of tares —Most industrialized countries have substantial 
manufacturers’ excise taxes, sales, or turnover taxes which increase 
the cost of the manufactured product to the domestic purchaser, 
Usually these taxes are not applied to exports. 

“In the United Kingdom, for example, the domestic purchase tax 
is 50 percent of the sale price of autos. On a Jaguar, MK VII the 
tax is $570; on an MG, Midget $275; on a Ford Zephyr $266; and onan 
Austin-Healy the tax is $375. Automobile purchase taxes at this 
level were established in part as an anti-inflationary measure to dis- 
courage domestic purchase. These taxes are not applied on export 
sales, hence a purchaser of a British Jaguar or Austin-Healy car ina 
nearby country, such as Sweden, where the additional transportation 
charges are less than the domestic purchase taxes, may be able to buy 
British cars at a lower price than the residents of the United Kingdom. 

“Rebate of import duties paid on raw materials.—In addition to 3 
remission of excise, sales, and turnover taxes on manufactured prod- 
ucts exported, most countries, including the United States, rebate all 
or a large part of the import duties paid on imported raw materials 
used in the manufacture of products to be exported. 

“Retention of foreign exchange.—A substantial number of countries 
which have foreign-exchange controls stimulate the export of selected 
products by allowing the exporters of these products to retain a per- 
centage of their foreign-exchange earnings which may be utilized for 
profitable imports from hard currency areas. In Denmark, e. ¢. 
exporters of most categories of Danish goods to the dollar area receive 
import rights or assurances to face value of 10 percent of the dolla 
exchange earned by them. These rights to import goods from coun- 
tries in the European Payments Union are transferrable and are 
customarily sold by the exporter to prospective importers for 4 
“premium,” currently equal to 80 percent of their face value. 

“Japan permits an exporter to retain a percentage (currently 5 
percent) of the foreign exchange he earns. Such funds retained by the 
exporter may be used for imports of specified raw materials, travel, 
expenses of overseas branches, and other specified purposes. Abou! 
400 export items are subject to the system. Pakistan has an expor'- 
incentive plan whereby exporters of specified products are permitted 
to use a percentage of their foreign exchange proceeds for the impor 
tation of certain commodities. 
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“Multiple-exchange rates—None of the important exporting coun- 
ries of industrial goods utilizes multiple-exchange rates to encourage 
sports. ° A number of the less important countries such as Spain, 
Yugoslavia, Chile, Bolivia, Colombia, Brazil, Argentina, and Vene- 
mela, however, utilize multiple-exe hange rates to encourage the ex- 
ports of certam products. Where multiple-exchange rates are em- 
ployed the exchange rate allowed for a particular product usually may 
he changed at any time by administrative action to maintain the com- 
jetitive position desired in world trade. 

“Other export incentives—Examples of other export incentives for 
manufactured products in specific countries are as follows: 

“In Mexico where a substantial part of the tax revenue is raised by 
duties on exports the ad valorem rates on processed goods such as 
otton textiles and manufactured wood products:are much lower than 
on raw materials such as cotton and logs. 

“New industries in Mexico which qualify under the statute for the 
Jevelopment of new and necessary industries are entitled to exemption 
from, or a reduction in export duties for a period of from 5 to 10 years. 

Chile has authorized the new investors in a new spinning mill to 
be transferred from United States to Chile, to keep the exchange re- 
wns from their exports for a period of 3 years. 

“Japan has an ‘Import-Export Link System’ to encourage exports 
of manufactured products. Manufacturers of cotton, rayon, and 
woolen goods are granted allocations for extra imports of raw ma- 
terials on.the basis of their exports of finished products. Exporters 
of industrial plants, vessels, and rolling stock which may be unprofit- 
able are allowed to use foreign exchange for such profitable imports 
as sugar, bananas, and pineapples. 

“Germany, in addition to the usual tax remissions on exports, 
rants special income-tax deductions based on exports made between 
January 1 and December 31, 1955. 

“Canada provides an export subsidy of up to $1 per ton on Al- 
berta and British Columbia coal exported from Canadian seaports 
and 75 cents per net ton when sold for fuel as ship’s stores on ocean- 
going vessels. 

“In both India and Pakistan export taxes at a very low rate are 
levied on certain products, the proceeds from which are earmarked for 
— preenponn and publicity of the product on which the tax is 
collected 


“Export incentives utilized by other countries for agricultural products 


“All agricultural attachés have been requested to report on the ex- 
port incentives, if any, for agricultural products employed by the 
countries in which they are stationed. Less than half of these re- 
ports have been received to date. For this reason the information in 
this section is incomplete at this time. 

“Mezxico.—The agricultural attaché in Mexico reports that an ad 
valorem export tax of around 25 percent is levied on the principal ex- 
port products, cotton, coffee, peanuts, fresh fruit, and vegetables, 
cattle, cacao, ete. This export tax is reduced or eliminated from 
time to time when export markets of particular products are in dis- 
(Tess. 

“At the present time the export tax on cotton is 22.44 percent on a 
- ue set officially at 6.80 pesos per kilo. This is equivalent to 5.54 

nts a pound. 
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“The Government has price-support programs on corn, wheat, and 
beans and provides a subsidy to reduce prices of these products to 
domestic consumers. They are not important export crops, however 

“The producers of henequen and ixtle (two local fibers) have semj. 
Government monopolies which sell the fibers at fixed prices in the 
domestic market and at the world market price for export. 

“Most of the exports of bananas from Mexico come from the State 
of Tobasco and are made through the Confederation of Banana 
Growers of Tabasco as a pooled operation. 

“Brazil.—The agricultural attaché in Brazil reports that a system 
of multiple-exchange rates is maintained in that country. At present 
this system provides 4 categories of export bonuses above the official 
exchange rate of 18.36 cruzeiros per dollar. 

“The effective exchange rates for United States dollars at the 
present time are for— 

Cruzeiros 
per dollar 
Exports in category 1_.~........_--_.- svi ilib aonb ttn kd tis as pencil ibgie tgeearaon ot Sans OO 
Meoottsin Gilesctty ou. eek a eee ee or ae 


I tO Bias cate helen bie cite itches det chtnnctinkabbldbeaitaltbbnticn 43. 06 
Exports in category 4 


“Since the cruzeiro in the free market is selling for approximately 
80 to the dollar the Bank of Brazil must control the foreign exchange 
very tightly to enforce these rates. 

“Karly in May cotton was shifted from category 2 to category 3, 
increasing the exchange rate from 37.06 to 43.06 cruzerios per dollar. 
This made possible a 16-percent drop in the export price of cotton as 
compared with the earlier classification. 

“There are no exports in category 1 at present. In February 1955 
coffee was moved from category 1 to category 2, increasing the ex- 
change rate from Cr$31.50 to Cr$37.06 to the dollar. 

“Imports into Brazil are limited by the fact that importers must 
pay around Cr$85 per dollar for essential goods (official exchange 
plus auction premium) to Cr$300 per dollar and above for luxury 

oods. 
' ‘‘When exports of a particular product lag, Brazil usually endeavors 
to stimulate them by adjusting upward the effective exchange rate. 

“India.—The agricultural attaché in India reports India is not 
using any subsidies to exporters of agricultural products of multiple 
exchange rates. 

“India does, however, actively encourage the formation of export 
promotion councils. A sum equivalent to $475,000 was allocated by 
India to the Tea Export Promotion Council in 1954-55 for tea 
promotion in the United States. 

“Export promotion councils are planned for tobacco, pepper, and 
cashew nuts. Steps already have been taken to promote tobacco 
exports. 

“West Germany.—The agricultural attaché in West Germany re- 
ports a small soft-commodity arrangement whereby fresh meat and 
milk sales to the United States Army are made at somewhat below 
domestic prices, with the exporters’ losses paid by the German import- 
ers of honey, citrus fruit, juices, fatback, dried fruit, etc. This 
arrangement is licensed and will be discontinued in 1955. 
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“Exports of canned pork specialties to the dollar area are promoted 
by subsidy payments out of funds earned by the Government agency 
yhich imports feed grains. 

“Tax exemptions, deductions, and refunds which apply to non- 

gricultural exports also apply to agricultural exports. 
““«Exports of mineral water are entitled to a reduction of 5.4 per- 
cent in freight rates within Western Germany. Exports of beer are 
entitled to freight-rate reductions of from 5 to 11 percent depending 
on distance hauled. No other exports are granted freight-rate 
reductions. 

“Dominican Republic—The agricultural officer in the Dominican 
Republic reports that exports of corn from that country are exempted 
from wharfage and handling charges. 

“Sugar and sugar products destined for use as livestock feed are 
exempt from payment of certain duties, taxes, and surcharges. 

“Cuba.—The economic attaché in Cuba reports that Cuba is 
actively interested in promoting its agricultural commodities, which 
are deemed to be in surplus. Sugar and tobacco are the major pro- 
ducts in this category although corn and coffee have merited some 
Government attention. 

“Cuba has set up a sugar-stabilization institute and resorted to 
Government sales of sugar extending long-term credits (mostly 3 
years) to be liquidated by exports from the purchasing country to 
Cuba. Similar deals have been made for tobacco. 

“An export bank has been created recently to grant long-term 
credits in connection with export sales of agricultural commodities. 


“Loan to Brazil to finance cotton withholdings 


“Brazil supported cotton prices to her producers for the 1951 and 
1952 crops at somewhat higher than world prices. The support 
level on the more typical cotton, types 4 and 5, was apparently 
around 38 to 42 cents a pound. When world prices failed to increase 
to the domestic support level, cotton was withheld from the export 
market for a considerable period. 

“On August 1, 1952, cotton stocks in Brazil were 1.4 million bales. 
A year later they had reached 2.5 million bales. This is in contrast 
tonormal August 1 stocks in 1951 of 600,000 bales, and 500,000 bales 
in 1950. 

“Largely because of withholding her normal cotton experts Brazil’s 
dollar accounts became overdue in late 1952 and the Export-Import 
Bank on February 2, 1953, authorized an 81-month loan of $300 mil- 
lon at 344 percent interest. The loan was made to the Bank of Brazil 
for the announced purpose of liquidating past-due dollar accounts. 

_ “As of December 31, 1954, $13,348,836 had been repaid. The loan 
oe paid in installments beginning September 30, 1954, and ending 
May 31, 1961. 

“(Details on the method used to dispose of the accumulated cotton 
stocks will be included in the final report. It appears that late in 
1953 Brazilian exporters began quoting prices at a slight discount 
under New York quotations and continued this price plan until the 
tccumulated stocks were liquidated.)”’ 
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ExHIsit 6 


THE CoTron PRopUCERS ASSOCIATION, 
Atlanta, Ga., May 4, 1958. 
Hon. Ezra TAFT BENSON, 
Secretary of Agriculture, 
Washington, D. C. 

Deak SECRETARY BENSON: I wanted to give you a report on the last meeting of 
the Cotton Export Committee in order to bring you up to date on the recom- 
yendations of this committee. 

First, it is the feeling of this committee that the Secretary of Agriculture 
should be a member of the National Advisory Council on International Monetary 
gud Financial Problems. The composition of this Committee was established in 
the Export-Import Bank Act and includes the Secretary of the Treasury as 
(hairman, the Secretary of State, the Secretary of Commerce, Chairman of the 
Board of Governors of the Federal Reserve bank, Chairman of the Board of 
Directors of the Export-Import Bank of Washington, and the Administrator of 
the Mutual Security Agency. In view of the fact that this group deals with 
agricultural problems, and the Export-Import Bank is used largely for that pur- 
jose, We feel definitely that the Secretary of Agriculture should be a member of 
ihis group. It is our understanding that additional legislation will be required 
toaccomplish this recommendation. 

Second, we feel that at least one member of the Board of Director of the Ex- 
port-Import Bank of Washington should be experienced in the field of agriculture 
and considered a representative of agriculture. 

The committee discussed at length the question of export subsidy. The group 
felt that export subsidy at this time would not accomplish any beneficial results. 

However, export subsidy is still being discussed extensively both in this coun- 
try and abroad. For this reason, we feel that the Secretary of Agriculture at 
some point Should work out a program or make a firm commitment to make any 
export subsidy retroactive in the event that an export subsidy is authorized. 

We discussed ways as to how this might be done, and there were several sug- 
gestions, one being that any United States firm that had cotton on consignment 
in foreign countries would be protected on those foreign consignments. Another 
was that both American shippers and foreign mills be protected on any Amer- 
ican cotton that was on hand if and when an export subsidy program should be 
instituted. Another was that the subsidy apply to all exports during the mar- 
keting year in which export subsidies were used, regardless of whether the 
cotton had been previously shipped or not. 

In any event, it seems very desirable to work out a program whereby people 
who export American cotton to foreign countries in an effort to sell the cotton, 
be properly protected in the event an export subsidy is announced by this coun- 
try. Otherwise, no cotton firm would be willing to carry stocks of cotton in for- 
tin countries, and neither would foreign mills be willing to stock any apprecia- 
ble amount of American cotton when they felt there was at least a possibility 
that an export subsidy would be declared which ,would not be available to them 
because the cotton would have already reached foreign shores. 

The committee discussed many of the broader problems involved in stimulat- 
ing cotton exports. It agreed that the fundamental issue involved in exports 
of cotton and other agricultural commodities was the expansion of foreign trade 
generally, 

It was felt that a stimulus in foreign trade would be a convertibility of cur- 
rencies, 

The committee discussed the Mundt bill S. 1369. It was the general opinion 
ofthe group that it would be very bad to adopt barter as a means of stimulating 
trade. They felt there were many other better methods of stimulating trade 
than through barter. 

_ The question of an international cotton agreement was discussed. The major- 
ty of the committee were of the opinion that an international cotton agreement 
it this time was not desirable. 

The possibilities for stimulating exports by increasing offshore procurement, 
larticularly for defense purposes, were discussed at length. It was the opinion 
of the group that this method of increasing exports had great possibilities. 

The mechanics of assuring that a substantial part of the dollars were used 
0 purchase agricultural commodities were discussed at length. The committee 
finally concluded that the best method would probably be to encourage Export- 
luport Bank loans specifically for agricultural commodities, or for one agricul- 
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tural commodity, and that repayment of such loans would be made with thy. 
dollar earnings from offshore procurement. 

It was felt such an arrangement would increase employment and purchasing 
power in foreign countries, it would stimulate trade, and it would not inyojy, 
barter or other undesirable practices, but would encourage the normal flow of 
goods through private trade channels. 

We know that this matter would have to be handled at very high levels jy 
Government. We feel it is a matter which the Secretary of Agriculture shoy\; 
immediately explore with both the Defense Department and at the Cabine; 
level. 

We discussed also the question of liberalizing credit for foreign importer; 
and mills, with the belief that if some method could be worked out whereby 
credit could be liberalized, it should increase cotton consumption substantially. 
One of the reasons for this is the fact that interest rates are very high jp 
most of the foreign countries, generally running from 8 percent to as high as 
12 percent. If cheap credit available in this country could be properly used, 
it is our opinion that exports could be stimulated. 

Since extension of credit is a very highly technical problem, involving not 
only international financial arrangements, but the credit practices in indi. 
vidual countries as well, the committee felt that the Department of Agriculture 
should create a task force to intensively study the question of credit. It is our 
opinion that such a group should be composed of representatives of Government 
as well as people from outside of Government. 

While in Washington at the last meeting, some of our group also testified 
before the Senate Banking and Currency Committee with reference to bili 
S. 1413, making it possible to insure cotton stored in foreign countries. 

Also, some of the individual members of the group contacted the Export- 
Import Bank with reference to not only the loans to Spain and Japan, but als 
discussed with them the possibility of some additional loans. 

To date we have been unable to show any substantial progress in stimulating 
cotton exports. In order to do so, we believe that some greater effort will 
have to be made, such as the use of offshore procurement, and also the increased 
use of credit, if we are going to increase exports to the extent that now seems 
very necessary. 

The only other possibility of increasing exports substantially is through 
active competition in the form of price and world markets. Since most cou- 
tries at present are in the position that they have to market their cotton 
regardless of price, we did not feel that an export subsidy program at this 
time would be very effective in increasing exports substantially. We felt 
that the other methods suggested above, namely, the use of° offshore pro 
curement and the use of credit as a basis of increasing exports, would be 
more desirable and probably much less expensive to the Government than the 
use of a direct export subsidy program. 

This for your information. 

Yours very truly, 
; D. W. Brooks, 
Chairman, Ootton Export Advisory Committee. 


AFTERNOON SESSION 


Mr. Wuirren. The committee will please come to order. 
We will now turn the questions over to Mr. Marshall. 


SELECTION OF COUNTYTES FOR PILOT OPERATIONS 


Mr. Marswaxy. Mr. Secretary, this morning you talked about the 
meeting that was held at Memphis, I believe you said Memphis, and! 
believe you said there were 28 States attending that meeting. 

Mr. Morse. Yes. 

Mr. Marsuauu. May we have the list inserted in the record showing 
the names of the States represented ? 

Mr. Morse. Yes. That appears in the press release which is to be 
incorporated in the record. 
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Mr. MarsHALL. Do you havea copy of that ? 

Mr. Morse. Yes; Minnesota was represented. We asked primarily 
the States where they have the low-income areas—where the low-in- 
come area had been mapped—to send representatives. In all States 
attention was called to the fact that they had low-income farms, and all 
of the States were invited to participate. 

Mr. MarsHany. You also mentioned that you are planning a pilot 
program in approximately 50 counties ? 

Mr. Morse. Yes. It was the recommendation that these would be 
pilot operations and in addition, we have asked the States to provide 
other work and redirect other work where they can, to help step up 
this program beyond thees pilot operations. We would hope within 
those 50 countries or more, that there would be a variety of different ap- 
proaches, in an effort to develop more effective methods of meeting 
this low-income farm problem. 

Mr, Marsuaui., Have you decided up to this time upon the 50 coun- 
ties! 

Mr. Morse. That decision, we expect, will be made primarily by the 
State leadership. Some of them came into the meeting suggesting 2 
or 3countries that they thought should be used, or hoped would be con- 
sidered. I judge, however, that we would follow the State’s recom- 
mendation primarily. If there are requests from too many counties, 
there would have to be some allocation. There have been individ- 
uals—I believe, some Congressmen—organizations and others that 
have been writing in. Also the extension directors have been writing 
to us saying that they hoped that certain counties will be selected for 
purposes of these pilot operations. 

Mr. MarsHatt. When you say the State leadership, do I infer by 
that, that that would be the State extension service that would be 
naking the suggestion ? 

Mr. Morse. It would be broader than that. 

Before coming to this Memphis meeting, some of the States had 
called together representatives of their agricultural agencies and had 
given some consideration to this program and what they would like to 
(io in connection with it. They definitely planned to go back and call 
together the State leadership representing various agricultural agen- 
cles in the State, to take a look at the program in the light of the 
Memphis meeting. 

Mr. Marsuauy. Mr. Secretary, in the State of Minnesota, for exam- 
ple, who would take the initiative of calling this meeting; and who 
will be asked to attend this meeting ? 

Mr. Morse. The land-grant colleges. Who they have will be up to 
them; J would hope we would not dictate. Possible in some States 
(hey may invite in some business leaders and other leadership repre- 
‘enting the other facets of this problem. The Department of Health, 
Education, and Welfare had indicated before the report was com- 
pleted that they, too, expected to have some pilot operations. So 
whether it occurs at the State level, or when it gets down to the county 
evel, the assumption is that leaders will bring together pretty broad 
representation to look over what might be done about the broad all- 
inclusive elements that affect low-income families. 

Mr. Marsnau. Are the other Departments who are asked to co- 
operate in the problem, such as the Labor Department, Health, Edu- 
‘ation, and Welfare, seeking for supplemental funds also? 
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Mr. Morse. Supplemental funds? I do not know. I have heard 
some discussion of what they would like to do in connection with this 
roblem, and it may be that they will make some requests, but whether 
it will be in the form of a caiincael or in the future budget, I do 
not know. 
Mr. Marsa. In calling this meeting of State leadership, is jt 
contemplated they will have State meetings before going out to the 
counties with their program? Is that correct? 

Mr. Morse. This Memphis meeting was called by the extensioy 
director, Mr. Ferguson, and the leadership of the experiment stations, 
The entire approach in the Memphis meeting was to bring together 
from the various States, people to talk out_how they felt they might 
approach this problem in their respective States, and thus benefit by 
each other’s ideas. What they do as they go back into their respective 
States would be to take the approach that they feel, under the way 
they are operating within their State, would be most effective. — 

We have not undertaken to tell them, just how they should ap- 
proach the situation. They should work from their various ex. 
periences. 

In Minnesota, the State may have one approach, Mr. Marshall 


4 


and Michigan may approach it in another way; but out of this variety 
of approaches, and the pooling of experiences, as they go along from 
year to year, should develop the ways that are certainly most produc- 
tive. The States would then begin to rather generally adopt the 
practices that are proven most effective. 

Mr. Marsuauu. Mr. Secretary, I listened quite attentively to the 
proposals being made, and I formed the conclusion that the Depart- 


ment has pretty well arrived at the conclusion that the major solu- 
tion to this problem was off-the-farm employment. 

Mr. Morse. No, sir, I am sorry if I left that impression, because 
that would not be the case. 

Mr. Marsuauu. You do not consider that it is? 


NEED FOR MORE EDUCATIONAL FACILITIES 


Mr. Morse. Not the primary one, no. I think it is one of the in- 
portant solutions, and that is not my judgment alone, but it is the 
judgment of the people who know the problem, and who have been 
working with it. 

One of the reasons why it is an important part of the solution 1s 
the fact that about half of the children in the low-income areas have 
been moving into other employment. That is what has been taking 
place, and presumably will continue to take place. 

As you know, the families tend to be large in low-income areas. ‘The 
land resources are limited. It is hardly to be expected that all of them 
will continue in agriculture. The fact that they have been going into 
industry and into the offices and other types of employment, either by 
choice or by necessity, because of the limited land resources, we assume 
indicates what will continue to take place. 

It is a matter of very great concern that there are only 10 percent 
of the children finishing high school in low-income areas. When they 
go into the city, many of them go in with an educational handicap, 
which is something that ought to be eliminated. In other words, 
they ought to have more educational facilities, 
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In Minnesota, you have a better situation. In the cutover areas, 
vot have a fine school system, because of the provision for taxing the 
‘ron mines. ‘The taxes help support the total school system. That is 
not always true for many low-income areas. You have a very fine 
«hool system, I understand, that serves the low-income areas. 

Mr. Marsuatn. Now, in thinking in terms of our own State, the 
thing that has concerned me a little in some of your presentation is 
the program that. we have in vocational training in Minnesota. The 
specific training in the years past has been done by the Department 
of Education. 

Mr. Morse. Yes, sir. 

Mr. Marsnaty. The work of the Extension Service since this pro- 
ram has been inaugurated has been largely confined to the agricul- 
tural aspects of the program, through the 4-H Clubs and other sub- 
activities. The Extension Service has attempted in every way possible 
to interest and finally place these people upon the farms and com- 
munities, where, in order that they may have a little better under- 
sanding, Minnesota might be somewhat different in that regard than 
the rest of the country. 

Mr. Morse. When we speak of vocational training, we are certainly 
speaking of the lack of vocational training throughout most of these 
low-income areas. Whether that vocational training is vocational 
agricultural training or training in other skills and techniques, it 
can be used within industrialized agriculture, such as we have now. 
Such training will be valuable, whether the people remained on the 
farm or whether they go elsewhere. We would hope that these pilot 
operations and the educational leadership in connection with this 
program would develop much more efficient training in schools. 

Mr. Marswaux. I think in Minnesota that one of our problems has 
ben with our Indian population. Some of their possibilities of 
employment and earning a living has been somewhat handicapped 
more than some of the other groups. It is the intention, in starting 
this program, to think in terms of the low farm income families, that 
they would come under that category ? 

Mr. Morse. Yes, sir; that is the reason why there should be distri- 
ution of the pilot operations into different areas of low income, 
where there is of necessity a need for different approaches. In the 
report there is a map by areas. There is the cutover timber areas 
which is common to Minnesota, Michigan, and Wisconsin. An out- 
standing example of low income areas is where there are Indians such 
asin the northwest corner of New Mexico. So we would assume that 
there would be pilot operations and increased opportunities in each 
of the major low income areas. Obviously it will be necessary to 
take different approaches, depending on what was the racial character- 
istics and the quality of the land and nature of the other factors that 
create the problems. 


PER CAPITA INCOME OF FARMERS, 1953-54 


Mr. Marsnatn. I do hope that some consideration will be given 
othe Indian population. I believe there is a real opportunity with 
this kind of a program to do something in that area. 

In talking this morning about the per capita income, you referred 
othe fact that the per capita income of farmers had ‘increased in 

63859—55 33 





1954 over 1953; or was it 1955 over 1954? I presume it was 1954 over 
1953. 

Mr. Morse. It was 1954 over 1953; it was not a large increase, byt 
some tendency to show an increase. 

Mr. Marsnatt. I wonder if you have the income figures, per capita 
figures for 1953 ? 

Mr. Morse. The per capita income from all sources in 1953 was $914: 
for 1954, it was $918. That is the reason I said it was a small increase. 
but it tended to show an increase. 

When you come to the income to persons on farms from farmin 
there is a little larger increase : $645 in 1953 to $658 in 1954. 

Mr. Marsuatu. In arriving at those figures you gave some credit for 
sales of inventories from preceding years. What was the credit that 
you gave from sale of inventory ? 

Mr. We tts. I do not have the figures that show that. I will be glad 
to secure them and submit a table for the record. % 

Mr. Marsuaty. Will you submit for the record at this point the 
sales of inventory that was credited ? 

Mr. Wetts. Yes. 

(The information requested follows :) 
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Per capita income of persons on farms 1953 and 1954 





Average income per capita 1953 





From farming ! 
From nonfarm sources.-.-- A 
From all sources.....-------.--- 





1 Includes value of change in farm inventories during the year. 
Source: Agricultural Marketing Service. 


Per capita income of persons on farms from all sources was $914 in 1953 and 
$918 in 1954. The average per capita income from farming (including the value 
of inventory change) was $645 in 1953 and $658 in 1954. On a realized income 
basis (excluding inventory change) the average income per capita from farming 
was $680 in 1953 and $643 in 1954. The total realized income (including income 
from nonfarm sources but excluding inventory change) was $949 in 1953 and 
$903 in 1954. 

In 1953 farmers reduced their physical inventories of corn, hogs, wheat, and 
cotton. In 1954, they built up their physical inventories of hogs, cattle, soybeans, 
and oats. The change in inventories is valued at prices prevailing at the end 
of the year. The adjustment to include inventory change lowered the pe 
capita income by $35 in 1953 from the realized income level and raised it by 
$15 in 1954. The calculation and inclusion of inventory change in the income 
estimates is consistent with the methods used by the Department of Commerce 
in estimating the national income. 


Mr. Marswa.t. Mr. Secretary, during the latter part of May, I had 
occasion to go home to my district; and I had occasion at that time to 
look over some farm income figures that one of our local businessmen 
showed me for various farm figures. I was somewhat surprised to find 
in looking over the figures, how good the income was some farmers 
turned in. I was equally amazed to find out how distressed some of the 
farm population was. It appeared to me that some of these farmers 
because of the loss of the value of the property that they had, pm 
cipally livestock, were in a tough situation; and I notice that under the 
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act. Public Law 210, of the 75th Congress, a provision in section 22, 
which states : 

The Secretary shall have power to assist in voluntary adjustments between 
farm debtors and creditors and may cooperate and pay in whole or in part the 
expenses of State, territory, and local agencies, and counties engaged in such 
debt adjustments. He is also authorized to continue to carry out undertakings 
with respect to farm debt adjustments uncompleted at the time when the appro- 
priation for the purpose of this section is first available. The services furnished 
by the Secretary under this section shall be without charge to the debtor or 
creditor. 

My thought was, in connection with some of these small farms, par- 
ticularly where they seem to have been faced with some of these prob- 
lems—have you made any provisions to carry out the provisions of 
this section ? 

Mr. Morse. I believe that authorization has not been active. We 
have been watching the situation and, particularly in connection with 
the acute drought situation in the southern part of the Great Plains. 
In the meeting that we had the first part of June, the possible need 
for debt adjustment came up for discussion. In most areas, there 
has not developed a situation acute enough to make debt adjustments 
necessary. You heard this morning the statement of Mr. McLeaish 
that the delinquencies had not increased. I believe most credit agen- 
cies, except in the acute drought and other disaster areas, have had 
the same experience. Delinquencies have not been materially in- 
creasing. 

If there has been an increase, it has been small. 

Then, there is another overall factor, which applies particularly 
throughout the Corn Belt, and that is the tendency on the part of 
land to show an increase in value. Most of the buyers of farmland 
are farmers, and if they are bidding for land, that shows that their 
financial strength is still good on the whole. We all realize that when 
you have an overall situation that is not favorable, there will be some 
who will be in trouble. 


REFINANCING OF LOANS 


Mr. Marsuatt. Mr. Secretary, last fall when I was home I was 
approached by several members of the county Farmers’ Home Ad- 
ministration, who discussed with me some of the problems that they 
thought were rather acute, and when you appeared before, Mr. Mc- 
Teaish, in behalf of the appropriations this year, I asked this question. 
Under the act that provides that—and this section 21, the rehabilita- 
tion loans—it provides for the refinancing of debt. Have you made 
any change in your position in this? 

_ Mr. McLeatsn. We have not changed the regulations on refinanc- 
Ing existing indebtedness. 

Mr. Marsan. You have not changed the regulation ? 

Mr. McLeatsu. In this area Mr. Morse spoke about of the Great 
Plains where there has been a drought, it is mostly a readjustment 
proposition. We have recommended that, some refinancing be done 
with emergency loans in that area to help those farmers and ranchers 
suffering from the prolonged drought. 

Mr. Marsuatn. Mr. McLeaish, these people who talked to me are 


better informed than I had an opportunity of being because they have 
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been working with the Farmers’ Home Administration loans directly 
and they were quite concerned about that. The territories they were 
concerned about have been territories where farm income dropped and 
that is what cauesd the difficulty so far as they have been concerned. 
There have not been any droughts or anything else along that line. 
But in terms of talking about helping the small farmer, how are we 
going to help him by not making use of some of the provisions for his 
help? 

Mr. McLeaisu. The Farmers’ Home Administration has been work. 
ing out adjustments with existing creditors in some cases. 

Mr. Marsuaxy. And it also deals with refinancing. 

Mr. McLxratsu. The way I read it, and maybe I read a different 
copy 

Mr. Marsnatt. The original paragraph that I read—and this js 
what it stated ; this is section 21, paragraph A, which states: 

Out of funds made available under section 23, the Secretary shall have power 
to make loans to help individuals for the purchase of livestock, farm equipment, 
supplies, and other farm needs, including minor improvements and minor repairs 
to real property and for the refinancing of indebtedness for payment of 
subsistence. 

Mr. McLeatsn. The way the Farmers’ Home Administration has 
been operating over the years, there is a certain amount of refinancing 
contained in the production and subsistence loans that has been done 
and is still being done. 

Mr. Marsuauyt. Mr. McLeaish, as far as some of these loans that 
these people were talking to me about, it appears that there has been 
some change in policy. 

Mr. McLeatsu. There has been no change in policy; the policy is 
the same as has been in effect. 

Mr. Marsnatu. As I said before, when you appeared before us be- 
fore, I think we said that the policy should be reviwed and I do believe 
that if you are going to render full and complete assistance to some 
of the farmers, that some of the people who are involved in the loss 
of values in their inventories, and who have been put in a hazardous 
financial position, and these two things joined together might tend to 
solve some of the difficulties. 

Mr. McLraisu. Some of the problems you brought up lie in that 
area. Up until now there has been no refinancing with emergency 
loans. Now, we propose to look that matter over, look at the situa- 
tion, and find out if refinancing existing debt will help the appli- 
‘ants in the Great Plains. 

Mr. Marsnaru. I think that as far as you are concerned, some 
of the policies in your organization, where there are loans, you might 
say, that were made 2 or 3 years ago, and with the drop of values 
of livestock inventories, and I am inclined to think that some of 
your supervisors look at that and say, “Well, this man is in a hazardous 
position and we better liquidate him before he gets in any worse 
condition.” 

Mr. McLexatsu. That is not the policy of the national office. 

Mr. Marsuatt. I certainly hope it is not. 

Mr. McLeaisn. It is not. 

Mr. Marsuauu. It should not be the policy. 
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Mr. McLeatsH. No. The policy is that as long as the man has 
a chance, and he would not have to be totally solvent, but as long as 
he has the opportunity, then we de all we can to keep him alive with 
the loan. 

Mr. Marsuauy, It would seem to me that your policy, in the Farm- 
ers’ Home Administration, would be to supervise that loan, to make 
that loan a good loan. 

Mr. McLeatsu. It is. 

Mr. Marsuaty. Rather than to take the easy way out, where you 
find a man in difficulty and have him liquidated. 

Mr. McLeatsu. That is not the national policy at all. And in 
addition to that, the feeling of the Farmers’ Home Administration 
has been. not to liquidate the unsuccessful farmer; it is our idea 
that we should do everything we can to make a successful farmer 
out of him. Admittedly, there will be some people who just never 
will be a success. You find that in all walks of life, but as long 
as the Administration feels that there is a chance, and that is the 
hope of the county officials, too, as long as there is a chance, we 
should do everything we can to make it possible for him to keep 
going. 

Mr. Marsuatu. I would point this out to you, that if that is not 
the policy, there are two things that I would like to call to your 
attention: One of them is that the borrower who is being affected 
by this sort of a situation is the veteran who came back, largely 
because most of these loans are made to veterans who came bac 
and who entered into the farming business, when the prices of their 
cattle were much higher than today, for livestock particularly. 

Mr. McLeatsu. Yes. 

Mr. Marswauu. And the second thing I would suggest to you, Mr. 
McLeaish, is that you make your policy clear to some of your people 
out there in the States, because I have heard too much comment to 
believe that they are following your policy in the way you intend it 
to be followed. 

Mr. McLxatsu. If you know of any instances, any specific cases, we 
will be very happy to have you bring them to our attention. 

Mr. MarsHauu. I shall certainly be glad to work with you on that. 
_Mr. McLxatsu. Of course, there may be occasions when it does look 
like our county man is doing business that way, but I want to assure 
you that most of our boys do not. I would be very anxious to have 
you call to our attention any occasion when that has happened. 

Mr. Marsuauu. I am inclined to think that as far as we are con- 
cerned, that the word “supervision” is sometimes used pretty loosely. 
What might mean supervision to one might mean something else to 
another, 

Mr. McLeatsu. That is correct. 

Mr. Marsuaun., But I think you have recognized from some of your 
changed attitudes since you appeared before this committee, the need 
of more supervision than you felt was necessary when you came into 
the program; and I compliment you for that. 

Mr. McLeaisn. Thank you, Mr. Marshall. 

Mr. Marsuauy. This may be a little repetition of what you heard 
this morning, Mr. Secretary, but I do not think that there is much of 
4 substitute to helping the farmer increase the income which he is now 





516 


receiving. There are many things he will do to improve his lot if he 
has the income. You mentioned basic commodities. We were talk. 
ing in terms of commodities for which there is price support. In 
other areas we have a dairy program, and some of the figures which 
the Department has been giving out as far as fluid milk was concerned 
may mean something different in some of the other territories than 
it does in Minnesota. The price of dairy products is completely out 
of line in our area with the prices that are received in some other sec. 
tions of the country. 

Mr. Morse. Yes, sir. 

Mr. Marsuauu. And particularly in States where butter is the major 
dairy enterprise. 

Mr. Morse. Yes. 

NEW ENTERPRISES PLANNED 


Mr. Marsuauu. In our area—the reason I mention this, in connee- 
tion with this small-farm operation, is that in my district, the farm 
dairy naturally is a small enterprise and it does not lend itself toa 
large enterprise, and that is the major increase of a large section of 
the farmers in my district. 

Mr. Morse. Yes, sir. 

Mr. MarsuHauu. Historically and traditionally, it has been. I do 
not believe that any of our people in the States know, or the land-grant 
colleges, of anything they could propose that would be more adaptable 
to that area than dairying. That seems to be the consensus of opinion 
that we get. Now, until we find some solution for that particular 
problem, we are up against a pretty big obstacle in doing something 
as far as improvement of the small farm in that area is concerned. 

Mr. Morse. Yes. To some extent, the results can be achieved up 
there by developing larger dairy units. That certainly is one of the 
dairying sections of the country. 

Mr, Marsnau. When we set up these guides of assistance to small 
farmers, I wonder if there is not a possibility that we do not get some 
of our own ideas about the size of the farm. We recognize that you 
have insisted that the farm unit be enlarged before entering into some 
of the loans. And Mr. Ferguson said this morning that the produe- 
tion from the farm may come from improved production on the exist- 
ing land. 

Mr. Morse. Yes, sir. 

Mr. Marsnau. I want to pursue this for just a moment, because I 
do not believe that in the cutover area Mr. Ferguson was talking 
about, that we have any means diminished our opportunities of in- 
creasing the production on the unit. I think that 1s something that 
could well be looked into. 

Of course, a part of this problem is to find new opportunities, new 
forms of production. You mentioned this morning one or two illus- 
trations: The strawberry enterprise and the other the broiler enter- 
prises. It is my understanding that you still do not make loans to 
broilers ? 

Mr. McLeatsu. We may make them as a part of the general farm 
plan. 

Mr. MarsHatu. You do not just for the enterprise of broilers alone! 
Mr. LoLraisn. We have not made them for that purpose this yeat. 
Mr. MarsHaty. You changed that about a year ago, was it not? 
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Mr. McLeaisu. Yes. Our idea is that we set up a man on a family 
enterprise, and if the broiler operation is a part of it, we make the 
joan as a part of the entire operation. 

Mr. MarsHatn, You are appearing before us to ask us for funds 
() inaugurate a new type of program. The question which keeps 
recurring to my mind is when you are talking about new program, why 
are you not making use of the ones that we have? 

Mir. Morse. We believe that we are. The indications are that these 
increased funds, for extension and research, because of interest in the 
low-income farm program, will be redirected ; otherwise, we would be 
asking for more funds than we are. This does not mean that low- 
income farmers have been without help, but it does mean that the prob- 
lems need more attention than they have been receiving in the past. 

Mr. Marsuauu. Is it your opinion, then, Mr. Secretary, for example, 
with the research people who a been working in the past with small 
farms $ 

Mr. Morse. They have certainly, to a considerable extent. Also m 
Extension, because there are many counties in the area shown on the 
map, where by far the largest percent of the farmers are in the low- 
income group. Much work with such farmers has been going on. 
But as is set forth here, we need a many-sided attack on the problems. 
More emphasis, for example, needs to be directed toward youth and 
their education to get a solution of the problem. 

Mr. Marswauu. Your feeling is, then, going back to Minnesota, for 
example, that there is more vocational education needed in our low- 
income areas ? 

Mr. Morse. I would not be able to say in regard to that. I expressed 
the feeling, from the reports I have had, that you are far ahead of a 
lot of the low-income areas in your school system. It may be that 
you have an adequate setup for your schools to serve the people in 
low-income areas. If that is true, then in Minnesota, the emphasis 
will be in other directions. 

Mr. MarsHatu. I want to assure you that, as far as we are concerned, 
Mr. Secretary, that we have some low-income areas in Minnesota 
where the conditions are pretty acute, and I am sure that you are aware 
ofthat. I was trying to think of some of the things that it might be 
possible to do in an area like Minnesota. In order that I might have 
alittle better understanding of what you are requesting of this com- 
mittee, 

Mr. Morsr. The very use of the word “cutover area” as applied to 
Wisconsin and Minnesota is one indication that the forest opportuni- 
ties are far from developed. We can use that as a specific example. 
We have already talked about dairying. We formerly have been 
thinking in terms of 10-cow dairy herds as fitting into farm opera- 
lions, As you know, the agricultural colleges in the dairying areas 
are saying 30, 60, or 80 cows are needed for an efficient dairy. That 
indicates what might be a specific and important approach. 

_ Ido not know to what extent there are opportunities of industrial- 
ation, Whether or not such can be developed, I do not know. That 
's one of the important reasons why we should depend primarily 
upon the people who are working within these areas on the problems 
of low-income people, week by week, and who are best prepared to say 
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what special plans and approaches should be taken to meet the 
problems. 

There has not been mentioned the area of activity of the Labor 
Department, and the action they will be taking in this program. The 
Labor Department offers services to people who are seeking employ. 
ment. These services should be made available to people in the low. 
income areas, if they desire to enter into some other employment 

The Department of Commerce has a unit for counseling with com. 
munities. It can provide information that will help develop more 
industrialization and local business. So they, too, will have an im. 
portant part in this many-sided attack on low-income problems.. 


MIGRATION OF INDUSTRIAL WORKERS BACK TO FARMS 


Mr. Marsuatu. Mr. Secretary, the history of a part of the cutover 
area in Minnesota has been that, at any time there has been a slacking 
off of industrial employment, in our area of lumbering and mining, 
that when these two industries slack off, the unemployed people revert 
back to that territory. That places a terrific load upon the people in 
that area who have carried on the enterprise of farming, because thos 
counties have to absorb the load of influx of unemployed people. | 
presume that that is something that will take place again. It hap. 
pened when we had peak loads and dips of employment. 

Now, is it possible in the work that you are talking about that they 
will go into this situation and try to safeguard agriculture in that area 
ugainst that sort of rehappening? 

Mr. Morse. I presume, in time, if not immediately, they will takea 
look at that. One reason why they come back when they lose their jobs 
is that they go back “home,” where they come from. That is a major 
reason you get so many of them. 

Mr. MarsHau. That is one of the major reasons; and also another 
reason is because they can live more cheaply than elsewhere. 

Mr. Morse. When that situation develops acutely enough, and you 
have the reverse of the flow of people from the farm into the cities 
and industrial centers, there are many problems generated ; certainly 
that will be one of them. 

Mr. Marsnaty. During the 1920’s, when our farm economy cil: 
lapsed, there were many, many people from the so-called better agn- 
cultural areas that could not meet the competition. 

Mr. Morse. Yes. We certainly hope that there is more built-in 
stability in our economy now than we have had in the past. Time will 
tell whether that is true or not. 

Mr. Marsnatu. Is your study and your work and your respons! 
bility broad enough to give you a weapon to combat such an economic 
recurrence. 

Mr. Morse. I anticipate that goes beyond what has received the 
primary attention up to this point. It is a question that I have 
thought a great deal about in the past. Folks go into the industrial 
centers and into the cities for employment and then, when they los 
their employment, they show up again, in many instances, back 10 
the low-income areas from whence they come. Such areas are les 
able to take care of them than the more prosperous regions. Who . 
responsible for them when you have conditions that are that acute: 
I do not know the answer. It is a problem that is broader than agt' 
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culture. In other words, people may be using their productive life 
in Detroit, which has been used as an example and, when unemployed 
in a period that is acute, they may go several hundred miles away 
into other areas. How do you handle that responsibility ? 

Mr. Marsa. I agree with you that it is a broad genral subject, 
but it becomes very acute for — in the low-income area when they 
have to absorb this influx of people. 

Mr. Morse. Yes; it is a major problem. 

Mr. Marswatu. It certainly is. 

Mr. Morsr. I do not know about Minnesota, but Wisconsin has 
approached some of these problems by zoning. 

Mr. MarsHatu. They have in Minnesota, to some extent. 

Mr. Morse. I thought you had. Certainly I saw plenty of examples 
in the depression days where these folks went back into shacks which 
had been abandoned for several years. They moved in, patched up the 
roof, and lived there. There was no opportunity for a livelihood, 
but that was the best that they could do. We hope we do not have 
such conditions repeated again. It is a very big problem in times of 
stress, 


(Discussion off the record.) 


IMPORTANCE OF EDUCATION 


Mr. Morse. You are leading into a very important statement, Mr. 
Congressman, that might be made here. 

One of the things we need to do through research is to go to exam- 
ples of successful rural development. You are referring to one and 


Congressman Horan talked about one this morning. There are exam- 
ples of schools, the Berea school down in Kentucky and schools down 
in Arkansas and Missouri, which are getting at the vocational educa- 
tion problem. We need to go to those successful projects wherever 
we can find them and see what are the elements of success. By pooling 
that information, we can get better answers than we have now for 
solving the problems of low-income farmers, their children, and their 
education. We will certainly follow up that suggestion. 


DISTRIBUTION OF LOW-INCOME FARMERS BY STATES 


Mr. Narcuer. Mr. Secretary, I am very much interested in this 
study that has been made concerning low-income farm families. I 
believe you have stated to this committee that there are some 114 mil- 
lion farm operator families in the United States who receive less than 
51,000 annually in net family income. 

At this point in the record, could you file a chart showing a break- 
down by States as to this number ? 

Mr. Morsg. I will be very happy to do so; yes, sir. 

(The information requested is as follows :) 


NumBer oF FarM Operator Famities With Net Casu FAmiIty INcoME From ALL 
Sources UNDER $1,000 


The information on net cash family income of farm operator families was ob- 
tained from a sample of the census schedules for 1950. The size of the sample 
would not provide accurate estimates by States, although it is sufficiently large 
for adequate estimates of regional and national totals. The following are the 
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number of farm operator families with net cash family incomes under $1 (9 
from all sources for the United States and by broad regions: 
Wmeen Get ee el 1, 513, 000 
Ss 
North (22 North Central and Northeastern States) 361, 000 
South (15 Southern States) 
West (11 Western States) 


PROPOSALS FOR NEW LEGISLATION 


Mr. Anpversen. Mr. Morse, I have been very much interested in this 
discussion during the past 3 or 4 hours. Will you place in the recor{ 
the specific need For new legislation to give you the authority to accom. 
plish what this study is setting out to do? I want a little more de. 
tailed information than that contained in the record now. 

For example, in connection with the Farmers’ Home Administra- 
tion, just what authority do they lack today to make loans to the low. 
income stratum of farmers? 

Mr. Morse. We will be glad to furnish that. 

Mr. Anpersen. I believe that a more extended discussion of it in 
the record at this point will be beneficial. 

(The information requested is as follows :) 


PROPOSED LEGISLATION NEEDED FOR PROGRAM FOR “DEVELOPMENT OF AGRICULTURE'S 
HuMAN RESOURCES” 


EXTENSION SERVICE 


The need for legislation arises from the fact that funds appropriated pursuant 
to section 3 (c) of the Smith-Lever Act, as amended, must be matched by the 
States as determined by the Congress and, except for 4 percent funds under 
section 3 (c) 1, must be allocated to States on the basis of the formula set 
forth in the act. 

It is proposed that the Smith-Lever Act be amended to make it possible for 
the Secretary of Agriculture, through the State extension services, to give 
special aid to farmers in agricultural areas which are at a disadvantage with 
respect to agricultural development because of special circumstances affecting 
such areas. The Smith-Lever Act, as amended by the act of June 26, 1933 
(Public Law 838, 83d Cong.), would be further amended by this proposal to 
authorize the appropriation of funds for additional cooperative extension work 
in such areas. This would be done by inserting a new section 8 containing 
necessary provisions for this work, and renumbering the present scction § 
to section 9. The allocation to the States of fundS appropriated pursuant to 
this proposed new section would be determined by the Secretary of Agriculture 
on the basis of approved projects and plans of work submitted by the States. 
This new section would not require that funds appropriated pursuant to it be 
matched by the States. 

The report Development of Agriclture’s Human Resources, which the Pres- 
dent has transmitted to the Congress for its study, states that educational pro- 
grams in low income farm areas must differ from those in other areas. Special 
methods and techniques are needed to effectively reach the objectives outlined 
in the report. In many cases, communitywide interest and effort is needed. 
Thus, an extension program is proposed which will develop a coordinated pre 
gram in cooperation with others concerned for the improvement of the oppér 
tunities afforded an important part of the Nation’s human resources which now 
are contributing far less than they can to the economic progress of the Natiot. 
The Extension Service, as a result of many years experience in planning and 
conducting educational programs in cooperation with local groups and other 
agencies, is well qualified to assist in the further development of these agt 
cultural areas. 

The proposed legislation is as follows: ; 

“Be it enacted by the Senate and the House of Representatitves of the United 
States of America in Congress assembled, That the Smith-Lever Act, as amended 
(7 U. S. C. 341 et. seq., supp. 1), is further amended as follows: 
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a) By adding a new section, following section 7, to read as follows: 

“Sec, 8. In order to further the purposes of section 2 in agricultural areas 
which, because of special circumstances affecting such areas, are at a disadvan- 
tage insofar as agricultural development is concerned, and to encourage com- 
ylementary development essential to the welfare of such areas, there is hereby 
authorized to be appropriated such sums as the Congress from time to time 
shall determine to be necessary for payments to the States, Alaska, Hawaii, 
aud Puerto Rico on the basis of special needs in such areas as determined by 
the Secretary of Agriculture. Sums appropriated in pursuance of this sec- 
tion shall be addition to, and not in substitution for, appropriations otherwise 
available under this act.” 

(b)By renumbering section 8 to read section 9. 


FARMERS’ HOME ADMINISTRATION 


The need for legislation arises from the fact that title I of the Bankhead- 
Jones Farm Tenant Act, as amended, specifically limits loans made thereunder 
to operators of efficient family-type farm management units. Title II of the 
Bankhead-Jones Farm Tenant Act, as amended, has also been administered on 
the same basis. Therefore, in order to provide authorities not now available 
under title I and title II of the act, the addition of a new title (title V) is 
considered necessary. 

Under this proposed amendment, loans would be authorized to low income 
and part-time farmers who are unable to obtain needed credit from conven- 
tional sources or under titles I and II of the Bankhead-Jones Farm Tenant 
Act, as amended. These loans would be used to (1) assist such farmers to 
make better use of their land resources, (2) increase the efficiency of their 
operations, and (8) make needed improvements in their living conditions. 
Loans could be used for any agricultural purpose other than land purchase 
and could include funds for such purposes as improving land, repairing and 
constructing buildings, purchasing productive livestock and equipment, and pro- 
viding necessary operating capital. 

Loans under the proposed amendment would be limited to citizens of the 
United States, could not exceed $10,000 to any one individual, and the re- 
payment period could not exceed 20 years. The other terms concerning such 
loans, as well as the specific purposes for which loans could be made, would 
be prescribed by the Secretary of Agriculture. 

Low-income farmers frequently lack adequate land and buildings, and the 
productive livestock, equipment, and operating capital needed for successful 
farming. Some of these farmers also lack some of the necessary management 
information and skills needed in connection with present-day farming. Many 
farmers in the low-income group could succeed as full-time farmers if the 
necessary credit and technical assistance could be provided. In other cases, 
part-time off-farm employment is available and should supplement improved 
farming on many small farms so that between the two sources of income a rea- 
sonably good living could be achieved. 

Low-income and part-time farmers do not generally possess the capital nec- 
essary to improve their farming operations substantially. Furthermore, many 
of these farmers do not have the type and amount of security required by con- 
ventional lenders for loans, and are therefore unable to obtain the credit needed 
to improve their farming operations from those sources. In addition, many 
could not meet the terms of repayment now required by such lenders. 

The proposed legislation is as follows: 

_Be it enacted by the Senate and the House of Representatives of the United 
States of America in Congress assembled, That the Bankhead-Jones Farm Ten- 
ant Act, as amended (7 U. 8. C., 1000 et seq.), is further amended by the addition 
of the following new title: 


“TITLE V 


“Sec. 61. It is hereby recognized that many low-income farmers, including 
part-time farmers, are unable to obtain needed credit from private or cooperative 
sources or under the provisions of title I or II of this act. In order to provide 
& source of credit to such farmers to assist them better to utilize their land 
resources, to inerease the efficiency of their operations, and to make needed 
improvements in their living conditions, the Secretary may make loans to such 
farmers who are citizens of the United States upon such terms and conditions 





522 


and for such agricultural purposes, other than land purchase, as he may from 
time to time prescribe. 

“Sec. 62. No loan shall be made under this title with a repayment period jn 
excess of 20 years, and no loan shall be made that will result in the borrower's 
principal indebtedness under this title exceeding $10,000. 

“Sec. 63. There is authorized to be appr opriated to the Secretary such sums 
for loans and administrative expenses as the Congress from time to time deter. 
mines to be necessary to enable the Secretary to carry out the purposes of this 
title, including such sums as may be authorized in accordance with the loan 
authorization under the item ‘Farmers Home Administration’ in the Department 
of Agriculture Appropriation Act, 1952.” 

Mr. McLeatsn. I think in a few words I can give the answer with 
respect to the Farmers Home Administration. Generally our present 
authority under the Bankhead-Jones Farm Tenant Act allows us to 
inake loans to farmers on economic family-sized units which enable 
the family to live on the farm, pay their expenses, and accumulate a 
surplus. We will need legislation that will authorize us to make loans 
to part-time farmers, or ‘to farmers whose unit is not what we con- 
sider an economic family-sized unit and will not become one after 
the loan is made. 

DEFINITION OF PART-TIME FARMER 


Mr. Anpersen. That brings up another question I have been think- 
ing about. Just what is the legal definition of a part-time farmer? 

Mr. McLxaisn. That is sometimes hazy to me. 

Mr. AnperseENn. Is it a man who spends under 50 percent of his time 
farming? 

Mr. McLeaisu. I would say generally a part-time farmer is a man 
who, month after month, spends part of his time farming and supple- 
ments that with continuous employment off of the farm. Or vice versa, 
a man whose principal occupation is in some industry and who farms as 
a sideline. 

Mr. Morss. The census has carried statistics for years which show 
the number of farmers working 100 days or more off the farm. There 
are some other breakdowns according to the days during the year that 
farmers work off of the farm. That is the statistical basis for part-time 
farmers. There isa great deal of variety in the types of employment. 
For example, a man may farm and drive the sc ‘hool bus; he may farm 
and work in timber in the wintertime; he may drive a truck or work 
on the road or in a factory. 

Mr. AnpvrersEN, The question in my mind is exactly as to where we 
draw the line in that designation; that is, we would have to have a 
definition in the law, would we not, as to what a part-time farmer 
is? 

Mr. Morse. Yes, sir. I think we have that in the bills that have 
been introduced, but I do not have the wording for it. 

Mr. ANDERSEN. Perhaps you could have a little further explana- 
tion-at this point placed in the record later. 

Mr. Morse. I will be glad to. ; 

Mr. AnpeRSEN. As to your concept of what would be a part-time 
farmer. 

Mr. Morse. Yes, sir. 

(The information requested follows :) 

The following statement appears on page 20 of the report on Development of 
Agriculture’s Human Resources: 


“What is a part-time farm? The census has a definition. It is a farm with 
sales of from $250 to $1,199 in a year, with the operator working off the farm 10 
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days or more, or where the family income from off-farm work exceeds the value 
of farm sales. In 1949 the census reported 639,000 such part-time farms in the 


Mnited States, of which 326,000 had cash family incomes of less than $2,000. In 
the latter group there were 272,000 operators under 65 years of age. These farms 
averaged 16.2 acres of harvested crops and $612 worth of products sold per 
farm.” 

REPAYMENT OF LOANS 


Mr. ANpDERSEN. That leads me to another point. We have been 
proud through the years of the record made by the Farmers’ Home 
Administration, that is, since the rejuvenation of the program follow- 
ing the old Farm Security. I repeat, that we have been proud of the 
record Which it has made in doing a lot of good nationwide; yet, at the 
sume time holding down the losses in the entire program to an esti- 
mated 7 percent of the total monevs advanced. It is my recollection, 
Mr. McLeaish, that the farmers in that program have paid approxi- 
mately 93 percent of their obligations on time. Is that not. correct? 

Mr. McLeatsu. That is 93 percent of the maturities paid off on time. 

Mr. ANpersEN. And only 7 percent are what you might put in a 
delinquent class ¢ 

Mr. McLraisn. That is correct. We do not estimate to lose more 
than 4 percent. 


RELATIONSHIP TO PRESENT LOAN PROGRAM 


Mr. ANDERSEN. If we embark into this new program I would want 
it carefully delineated from the regular work of the Farmers’ Home 
Administration, so that the old line of work would not suffer in the 
future by perhaps having thrown onto it a considerable possible loss 
which we cannot today foresee. I personally am willing to do any 
thing we possibly can within reason to help this low-income group 
of people; whether they are farmers or whether they are not does not 
make much difference to me, because, after all, they are American 
citizens. At the same time, I am getting a little weary about having 
charges made against the cost of farm program. I do not want to see 
the Farmers’ Home Administration program, as it has been carried 
out the last 8 or 10 years, burdened with too much loss because of its 
participation in this other, even though very necessary, field. And 
the same thing applies to Extension. Extension’s record of accom- 
plishment is something we are all proud of. 

Mr. McLeatsu. If I might interpose a little bit, we feel exactly 
the same as you do on that. For that reason, we have proposed an 
operating budget of half a million dollars. We propose to set up a 
staff of about 3 people at the national office and possibly 1 or 2 people 
iteach of the States involved, and in the county office have a separate 
man handling this new program. We do not want to get it mixed 
ip with the regular program. : 


“PILOT”? APPROACH TO LOW-INCOME PROBLEM 


_ Mr. Anpersen. I want to refer to Mr. Morse’s statement this morn- 
ing as to a certain approach which appealed to me very much; 
that is, in a thing of this nature, which undoubtedly is a long-range 
program at best, we should approach the problem very cautiously 
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and on the basis of a pilot-plant project. I think you made some 
such statement, Mr. Morse? 

Mr. Morse. Yes, sir. 

Mr. Anpersen. I think we must be very careful. I presume the 
program would be mainly through the South? 

Mr. Morse. Yes, sir; mainly in the areas colored on the map; but 
also, Mr. Andersen, we know already that there will be much stimp- 
lated activity in areas that appear in white on the map. For instance, 
we all know that Iowa, even though it is'all white (on the map), has 
low-income farmers in the southern part and along the hills bordering 
the rivers; so that every State has low-income farm problems. And 
we hope every State will be stimuated in going after this program 
more aggressively. 

Mr. ANnperRsEN. Personally, I would like a little more specific in- 
formation as to the actual mechanics of the program. Let us take 
Tupelo, Miss., to which you referred. Just what did they do in that 
area? You are going to pattern it somewhat after that, as I under. 
stand ¢ 

Mr. Morse. No. I used “case” purely as an example. 

Mr. Anpersen. Let me phrase my question in this way, then: What 
do you know today as to the specific line of attack in a given con- 
munity? Just how would it be approached ? 

Mr. Morse. There would be stepped-up activity on the part of 
the Extension Service and with research in working with low-income 
farmers. Quite a wide variety of approaches, we hope, would be 
taken. The Department of Health, Education, and Welfare have 
told us that they would try to get some pilot operations going on 
vocational education. Already I have had letters from schools point- 
ing either to what they have done or to what they hope to do that would 
contribute to this program. 

I referred to the fact that the Labor Department would expect 
to make their services more available in areas of low income to let 
people know of employment opportunities. That is not entirely em- 
ployment in industries or businesses. A great deal of the part-time 
labor that is needed, for example, is in agriculture, for fruit picking 
and for other temporary employment. There ought to be more effec- 
tive employment service even though people continue in agricul- 
tural jobs. 

The services of various agencies will be made available to lov- 
income farmers. We have talked a great deal about the Farmers 
Home Administration and the Soil Conservation Service. Certainly 
they will need help on the soil problems of their farms, and so on 
through. 

We expect an expansion in the community type of approach, or 
trade-area approach. There has been sufficient work done throughout 
many States so that that can be expanded successfully. On the 20th 
of July there will convene the annual meeting of the Southeast Area 
Community Development Association. Those working on this type 
of development will hold their meeting in Tennessee. There will be 
represented the States in the Southeast part of the country. There 
are great additional possibilities, as I indicated this morning. Bus- 
ness leadership and others are willing to provide finances and invest 4 
great deal of time. Service clubs and others are willing to team UP 





of 
me 
be 
ave 
on 
int- 


uld 


pect 
» let 
em- 
‘ime 
cing 
ffec- 
icul- 


low- 
vers’ 
inly 
0 on 


1, Or 
hout 
90th 
Area 
type 
i be 
“here 
Busi- 
rest a 
m up 


525 


vith agricultural agencies to put a lot of effort back of this more 
effective rural development. 

Mr. AnpeRSEN. I have one more question, Mr. Chairman, and then 
[am finished : 


RELATION OF PROPOSAL TO PRICE-SUPPORT PROGRAMS 


I was interested in the discussion this morning of the chairman in 
which he brought out the lack of proper gross income for the agricul- 
tural segment as a whole in this Nation of ours, and Mr. Morse, you 
stated, I believe specifically on page 6 of your statement, as follows: 

This program is not conceived as a substitute for price support, as some people 
have alleged. It will supplement price-support activities. It will help round 
out our farm programs and bring the benefits of constructive Government help 
to the group With the most difficult problems of all. 

In my line of thinking here today, I am going to accept that state- 
ment of yours as 100 percent true, and whatever I do on this particular 
request will be done on the assumption that it has nothing to do with 
our price-support program as such, except as you state, supplementing 
that program through the benefits accruing to agriculture from this 
new approach of doing something additional for low-income farmers. 

Mr. Morsz. Yes, sir; that you can depend upon. 

The President, when he called for this study to be instituted, called 
attention to the fact that the price-support benefits flow primarily to 
about 2 million farmers in the United States, and there are about 3.5 
million other farmers. 

I think you will find most of these low-income farmers among the 
3.) million who receive little, and in many cases, no benefits from the 
price-support operation. 

Mr. ANperseN. The point I want brought out for the record as to 
ny line of thinking on this subject is that I do not feel that whatever 
action we take in regard to this new request is any reflection in any 
way as to this larger problem, and that is as to whether we should 
have mandatory 90 percent or flexible price supports beneath our basic 
commodities. Mr. Whitten’s argument that agriculture today does not 
have its just share of the national income is very sound. You do agree, 
Mr. Morse, that these are separate problems and that agreeing with 
you in this new program request does not signify our agreeing on the 
price-support program. 

Mr. Morsr. That is what I am agreeing with; yes, sir. 

Mr. ANpersEN. That is all, Mr. Chairman. 

Thank you. 

Mr. Marsuatn. Mr. Horan? 


LOCAL PARTICIPATION 


_Mr. Horan. Just above the statement which Mr. Andersen read 
sone which I would like to have developed. I think the entire sub- 
committee is very much interested in the matter of local autonomy 
inthis case. I believe, if I can read the mind of my colleagues on this 
subcommittee correctly, they are very much interested in this program. 
he chairman even went so far as to state, I believe, for the record, 


that he was for granting the funds to carry on this pilot-plant 
operation. 
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The paragraph I am going to read, which was also discussed this 
morning, at which time I mentioned the progress in the area where | 
live, is as follows: 

This will not be a program dominated, administratively or financially, fro 
Washington. We intend that the program will be the catalyst which brings about 
the actions at the local level which the people themselves desire. For every 
dollar and every decision at the Federal level, there will be many dollars ang 
many decisions at the State and local level. 

I would like to ask you to develop the history and the details of the 
land-use planning program which existed in Washington State in the 
Wenatchee area for the first half of the decade of 1940, beginning in 
1941 until, I believe 1946, when they began to liquidate the program, 

At that time three people from the Federal level—George Hudson, 
originally from Missouri, and a very able person as well as a very 
good administrator, met the people very well. 

Off the record. 

(Discussion off the record.) 

Mr. Horan. Mr. Hudson handled that program very well. He 
aroused the interest of the local people in running their own affairs, 
He did a job which was a credit to the Department of Agriculture, 

The RACC sent a man by the name of Bill Mulligan out to Wasb- 
ington, and he did a good job. 

I believe you will have to have more money for the Solicitor in this 
matter, unless his office has ample funds. From the Solicitor’s Office 
came a gentleman by the name of Angus McKay, and I believe he is 
still with the Department. 

Those three people aroused a real local interest in the plight of an 
area which had gone down so far that the President declared it a 
disaster area. 

Mr. Marshall, you probably will not believe this, but the average 
mortgage per acre in the Wenatchee area in 1940, when this program 
was put into operation, was $750. That is a part of the record, and 
yet they came in there, and they formed the land-use planning con- 
mittee. They set up a clearinghouse to coordinate our marketing for 
the farmers, the producers, the warehousemen, and the marketers s 
that the farmers could meet the marketers and warehousemen on the 
same level. 

They even went in there with the farm-engineering branch, and 
because they knew that there was no standardization of our cold- 
storage facilities, yet the rates were all the same. Some of our cold 
storage was not much better than common storage. They went in 
there and measured pulleys and looked at compressors and motors, 
and did get the cooperation of the warehouseman, who did improve 
their facilities. 

They brought cold-storage equipment up to standard, and did a 
thousand and one other things. 

One thing which they did to arouse the interest of the people locally 
was to require that the business people of the area raise a fund, which 
I mentioned this morning, and I believe it was in the amount of 
$30,000. That was sort of a guaranty of the local citizens that they 
would maintain an interest in this program. 

Off the record. 

(Discussion off the record.) 
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Mr. Horan. This is a factorefor which I think this example would 
be valuable: It does provide a pattern for at least the fruitgrowing 
area. Each one of these programs will have to be varied according 
io the terrain, the people themselves, as well as the crop and the cli- 
mate, but it can be done. It will work if it is carried on at the local 
level, and if the people understand what they are trying to do. If it 
;srun from Washington, it will be no good whatsoever. 

Off the record. 

(Discussion off the record.) 


NECESSITY FOR ECONOMIC SIZED UNITS 


Mr. Horan. It has been said here that this is not a farm program. 
[think itis. I think, if Dr. Johnson carries out his work, and we do 
have some standard as to what constitutes an economic unit, we will 
tend to do 1 or 2 things: We will either decrease the size of these small 
farms or we will increase them so that they will be economic units, 
thereby reducing costs and increasing the stability of those who bor- 
row. In my opinion it is a farm program. 

I believe it will work. 

Mr. ANDERSEN. Would you permit an interjection there, Mr. Horan? 

Mr. Horan. Yes. 

Mr. Anpersen. Mr. Morse mentioned this morning something in 
relation to the size of the farms. It is not necessarily the acreage, but 
what a farmer has upon his particular farm as to whether or not he 
will succeed. 

I know in my area a certain 80-acre farm, well equipped, with live- 
stock and machinery from which the owners have made a fine living 
through the years. Next to them is a 240-acre farm with little live- 
stock and that owner has not been able to keep up the payments on 
his mortgage. There is a vast difference between the capabilities of 
farmers, even in the same locality. 

Mr. Horan. That is right. Previously, we had about four types 
of borrowers. We had those who were borrowing from banks and, 
of course, they ran their own business. Then, we had those who bor- 
rowed from cooperatives and that was pretty much handled by the 
cooperatives, as well as any supervision which was necessary. Then, 
we had people who borrowed from the Production Credit Administra- 
tion, and then we had people who at that time used RACC, farm 
security, or farmers’ home loans, which required strict supervision. 
I do hope that a good record is kept of their accomplishments and 
that they be allowed to graduate out of that status into something else 
as soon as they can. 

Personally, I think that should be made very plain, and that they 
can get this type of credit and supervision that goes with it, as long 
as they need it, but when they no longer need it, they should be told 
that this is no longer available to them, because under certain circum- 
stances It 1s more attractive; is it not? 

Mr. McLeasn. Yes; generally it is, Mr. Horan, but it has been our 
practice to graduate them as soon as they are in financial shape to go 
‘0 private lenders. 

Mr. Horan. As this program develops, and I hope it does, more 
and more you will find that the States should be encouraged to do 
those things which they ought to do, and the Federal Government 
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should be careful not to do those things which they should not do. 
I think that is the President’s credo, anyway. 

I have great hope that this program will be very successful, and 
I do know that our experience as a disaster area could very easily 
provide some excellent examples. : 

There is, however, one thing in our area which was very important, 
We had a high degree of education among our people. A high per. 
centage of them were college graduates, but they were sufferin 
through the thirties as much as anyone else. There must be other 
examples throughout the United States, but the key to this is to arouse 
the responsibility of local people and community spirit in working 
out something. 

Thank you, Mr. Chairman. 

Mr. MarsHatu. Do you have any other questions, Mr. Horan? 

Mr. Horan. No, sir. 

Mr. Marsuatu. Mr. Secretary, if I understood your comments a 
moment ago, it is not the intention of this particular program in any 
way to replace any other farm program, but supplement the program! 

Mr. Morse. That is my interpretation of it; yes, sir. 


EFFECTS OF PRICE SUPPORT PROGRAMS 


Mr. Marswatu. In answering the question a moment ago, you made 
some reference to the fact that some of the small farmers of the 
country did not receive any assistance from the price support program. 

Mr. Morse. Yes, sir. 

Mr. Marsuatt. In making that statement, do you mean to indicate 


that, as far as they are concerned, other farm support programs 
and price support programs have not affected them ? 

Mr. Morse. No; because I think they would be affected indirectly. 

Mr. MarsHatu. Any farm program put into effect would affect the 
small farmer as well as the large farmer, indirectly, at least ? 

Mr. Morse. Well, it would depend upon his location, and the type of 


his activity, and how far removed he was from the source of the 
program. 

Mr. MarsHatu. Do you know of any farm program which is adver 
to the interest of the small farmer ? 

Mr. Morse. Well, I do not think of any, offhand. I did not want 
to indicate that the price support program was adverse to these people, 
but it just does not run to their business, because their business in 
many instances is not directly connected. 

Mr. Anversen. If you will permit, in that regard, Mr. Chairman, 
T asked the same question of Mr. Morse and I am entirely in agree- 
ment with you, that there is not a segment of agriculture which has 
not benefited in some way by our price support program. 

Mr. Marswaty. Any program which does provide stability and 
security for agricultural income is of more assistance to a small low 
income farmer than a larger farmer, because they do not have the 
reserve to protect themselves. 

Mr. Anpersen. That is the way I feel, Mr. Marshall, and that 1s 
why I am for this particular program, which Mr. Morse is bringing 
before us today. 

I believe that this program which the Secretary is asking of us today 
will give stability to that very lowest segment in the agricultural 
picture. 
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ExTEnsION SERVICE 


PAYMENTS TO STATES 


Mr. Marsuaui, At this point in the record we will insert the justi- 
cations for the Extension Service, which involves payments to States, 
aaa aii, Alaska and Puerto Rico, 1956. 
(The justifications referred to follow :) 


EXTENSION SERVICE 
(H. Doc. 171) 


Payments to States, Hawaii, Alaska, and Puerto Rico, 1956 


Request for fiscal year 1966_~._-.---------~------------------~--- $1, 250, 000 
Appropriation to date 45, 475, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Farm families with low earnings make up more than a fourth of all farm 
families. In the United States in 1949 there were roughly 5.4 million farm 
operator families in all. About 1.5 million of these had cash incomes under $1,000. 
The majority of these farms are concentrated in certain areas in the United 
States which because of special circumstances are at a disadvantage insofar as 
agricultural development is concerned. Educational assistance, together with 
properly adapted extension demonstration programs geared to the needs of such 
low-income and part-time farmers and carried on in conjunction with coordinate 
programs of other agencies, is needed to offset inadequate agricultural resources 
n these areas. Regular Extension programs are not effectively reaching great 
numbers of these large groups of underemployed, low-income, and part-time 
farmers. Special methods and techniques are needed to effectively reach them. 
The supplemental funds are needed for payments to States to conduct pilot 
extension programs in approximately 60 counties where this need exists. No 
provision was made in the regular appropriation for 1956 to conduct this 
specialized work. 

LANGUAGE 


“Payments to States, Hawaii, Alaska, and Puerto Rico 


“For an additional amount for ‘Payments to States, Hawaii, Alaska, and 
Puerto Rico, to be distributed in accordance with the provisions of the 1955 
amendments to the Smith-Lever Act, $1,250,000: Provided, That this paragraph 
shall be effective only upon enactment into law during the first session of the 
Fighty-Fourth Congress of H. R. or S. ——.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide additional funds for cooperative exten 
sion work designed to provide needed assistance to low-income and part-time 
farmers in selected areas. As indicated in the last provision of the above language, 
these funds would not be available until pending amendment to the Smith-Lever 
Act is enacted which would authorize appropriations for payments to State exten- 


sion services on the basis of special needs outside the existing matching require- 
ments. 


y ‘ . ~ ’ 
Jus ut.on for supplemental estimate, fiscal year 1956, for payments to States, 
Hawaii, Alaska, and Puerto Rico 
Supplemental Revised 
estimate, estimate, 
1956 1956 


Appropria- 
tion, 1956 


Payment | 
| 





2 States for cooperative agricultural extension | 


ler Smith-Lever Act of May 8, 1914, as amended $44, 155, 000 $1,250,000 | $45, 405,000 





530 


The purpose of the estimates.—The proposed supplement to the appropriation 
is to implement, on a pilot basis, cooperative agricultural extension programs 
recommended in the report Development of Agriculture’s Human Resources 
The funds are to provide for payments to certain of those States where aqqi. 
tional assistance is needed in agricultural areas which are at a disadvantage 
with respect to agricultural development because of special circumstances af. 
fecting such areas. 

Educational assistance together with properly adapted extension demonstrg. 
tion programs geared to the needs of low-income and part-time farmers ang 
carried on in conjunction with coordinate programs of other agencies, will ey. 
pedite adjustments needed to offset inadequate agricultural resources in these 
areas, improve living standards, and in general advance the national welfare. 

The problem.—Farm families with low earnings make up more than a fourth 
of all farm families. In the United States, in 1949, there were roughly 54 
million farm operator families in all. About 1.5 million of these had cash jp. 
comes under $1,000. The majority of these farms are concentrated in certain 
areas in the United States. A review of the problems of the low-income farns 
in these areas indicates a definite need to improve programs already operative. 
and develop others which are feasible, in an effort to improve the standard of 
living of these farm families by helping to create conditions whereby they may 
more fully utilize their time in gainful pursuits. In innumerable cases the 
problem of the low-income farmer is lack of enough productive land, lack of 
equipment, lack of credit facilities, and often lack of the management informa. 
tion and skill which might open wider opportunity to them, 

In 1950 the census reported 639,000 part-time farms in the United States, of 
which 326,000 had cash family incomes from farm and nonfarm sources of 
less than $2,000. These farm averaged 16.2 acres of harvested crops and $612 
worth of products sold per farm. Additional off-farm work is one means by 
which these low-income families can add to their earnings. Opportunities of 
this type need to be expanded. Important in this are developments to increase 
industrialization and other nonfarm employment opportunities and economic 
mobility. Services should be made available to assist low-income farmers in 
evaluating part-time farming, both as a more or less permanent activity and 
as a transitional step to full-time farm or nonfarm work. 

Regular extension programs have not and are not effectively reaching great 
numbers of these large groups of underemployed, low-income and _ part-time 
farmers. Special methods and techniques are needed to do this. In many 
cases communitywide interest and effort is needed, especially in developing al- 
ternate employment opportunities and incentives. Thus a pilot program is 
proposed to develop a program for the improvement of the opportunities afforded 
an important segment of the Nation’s human resources which now are contribut- 
ing far less than their potential ability to the economic progress of the Nation 
and as a consequence have an unnecessarily low standard of living. 

The need for educational assistance.—As pointed out in the report Develop- 
ment in Agriculture’s Human Resources, programs for increasing productivity in 
low-income farm areas must differ from educational programs in other areas. 
There must be emphasis on integration of approaches to improve productivity in 
farming with approaches to broaden oppotunities for nonfarm employment. 

The farmers in those areas who expect to continue in full-time farming need 
more information of a technical nature that is directly applicable to their farms. 
They need more educational assistance in improving their marginal skills. And 
they need educational assistance in deciding upon such things as whether to et- 
large their farms, to own or hire more equipment, or add more livestock ; and if 
so how best to finance these things and get them done. This requires intensive 
educational effort directed specifically at these problems. The need is for edt- 
cational help in working out their own plans in accordance with their own re 
sources, their own values and their own situations—then to help them carry out 
their plans. However, the need for work of this type is not limited to those who 
have the desire, the ability, and the resources to develop successful full-time farm 
businesses. Nonfarm and part-time farming opportunities need to be evaluated 
when they appear as more promising alternatives. As the report on Develo}- 
ment of Agriculture’s Human Resources so clearly shows, the agricultural re- 
sources in the areas where this pilot program is proposed may not be sufficient to 
fully utilize the human resources on the farms. Along with those intensive types 
of educational work must also go development of such marketing opportunities 
and methods as may be called for by changes that may take place in agricultural 
production, or to provide economical channels for farm products to reach col 
sumers. 
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There may be need, also, in some localities, for educational work of a differ- 
opt kind—stimulation of research and local study and initiative on possibilities 
or expansion of industry. The extension services, with their ties between 
the people in the counties and the research institutions in the State land-grant 
colleges and the Department of Agriculture, are in a peculiarly appropriate posi- 
“ion to help guide local inquiry and initiative, suggest needed research, and 
pring the two together, in areas where industrial expansion seems to offer sub- 
jantial hope of increasing opportunity. 

The longer term prospects for improved levels of living of people in these 
areas, are peculiarly dependent on decisions and capabilities of young people 
now growing up in these areas. The need for vocational guidance and training 
on the part of these young people is not being adequately met. Since many of 
the young people in the low-income areas do not attend high school, some of the 
weational guidance that is needed can best be channeled through 4-H Club 
work. 

Financial plan.—The additional funds will be used for the establishment of 
pilot extension programs in the Development of Agriculture’s Human Resources 
in approximately 60 counties where this need exists. In the pilot programs, quali- 
fied personnel will be employed to work on specific problems which affect the 
farm families and communities of the areas involved. In these counties, it is 
planned that county and community committees will be established with a broad 
base of participation ; materials will be assembled for analysis and for planning 
cooperative efforts on the part of all agencies concerned ; farm and home man- 
wement specialist teams will work with individual farmers; new methods of 
working with farm people of limited opportunities will be explored and tested ; 
andcommunity programs and goals will be developed. 

The basis for the selection of counties and the allocation of the funds to the 
States would take cognizance of the extent of problems involved, the number 
of low-income farms, and the programs proposed. The States concerned will be 
required to submit budgets for approval supported by an appropriate plan of 
work in the counties selected for development. 

The increase of $1,250,000 is needed to implement the program in approxi- 
mately 60 counties. 


Mr. Marsuantn. The request for this item is in the amount of 
$1,250,000 for fiseal vear 1956. 

Do you have any comments which you wish to make on this par- 
ticular item, Mr. Ferguson ? 

Mr. Ferauson. No; I think not, Mr. Chairman. 

Mr. Marsrraty. Are there any questions, gentlemen ? 


ENABLING LEGISLATION 


Mr. Anpersen. Suppose, Mr. Morse, that the enabling legislation as 
to these amounts do not clear the Congress? Would it not be possi- 
ble, anyway, for the Appropriations Committee to go ahead and ap- 
propriate this money as long as there is no point of order raised against 
the appropriation on the floor of the House / 

Mr. Morse. That would be true. It would limit the distribution of 
the funds, I believe. 

Mr. Pererson. In that regard, Mr. Chairman, and you may check 
ie on this, Mr. Wheeler, if you will, please, I think the funds for Ex- 
tension would have to be distributed within the regular formula if the 
egislation to which you referred is not accepted. 

Mr. ANpersen. Could we not put in special language, Mr. Peterson, 
toWaive the formula in this specific instance ? 

Mr. Pererson. I assume you could. 

Mr. Anpersen. If there is no point of order raised as to that, it 
would enable you people to go ahead and proceed, even though this 
legislative process had not been cleared ? 

Mr. Pererson. In that case, the objection would be overcome. 





Mr. McLeaisu. As to the $15 million for production and subsistene¢ 
loans, there is legislative authority for that already and for the $350,009 
operating money. The other $15 million does require this legislation 
which you spoke of. 

Mr. ANDERSEN. We could also put in language, Mr. McLeaish, which 
would take care of that point. 

Mr. Marsnwatu. This is a matter which the committee will have to 
consider. 


SALARIES AND Expenses, Feperat Extension Service, 1956 


The next item is for the Federal Extension Service, and at this point 
in the record we will insert the justifications which have been sub- 
mitted in regard to that request. 

(The justifications referred to follow :) 


FEDERAL EXTENSION SERVICE 
(H. Doe. 171) 
Salaries and expenses, Federal Extension Service, 1956 


Request for fiscal year 1956 $35, 000 
Appropriation to date $3, 570, 000 
Employment: 

Average number 1956 appropriation 

Average number involved in this estimate 


PURPOSE AND NEED FOR SUPPLEMENTED FUNDS 


Coordination, administration, and specialized program leadership with the 
States is needed to aid in carrying out the pilot program of intensified cooper- 
ative extension assistance for the agricultural areas which are at a disadvan- 
tage with respect to agricultural development because of special circumstances 
affecting such areas. The supplemental funds are needed to employ a small staff 
who will assist State and county extension workers in organizing programs of 
work around the special needs of the low-income and part-time farmers in the 
pilot counties, and provide leadership in the cooperative development of this 
program within the Extension Service and between Extension and other agencies, 
both public and private, assisting in this effort. No provision was made in the 
agricultural appropriation bill for 1956 to implement this program. 


LANGUAGE 
“Federal Extension Service 


“For an additional amount for ‘Federal Extension Service’, for administration 
and coordination, $35,000.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide funds in the amount of $35,000 for neces 
sary administration and coordination of the program for additional cooperative 
extension work in areas of special need for agricultural development because 
of special circumstances affecting such areas. 


Justification for supplemental estimate, fiscal year 1956, for Federal Extensio! 
Service, administration and coordination 


— 





Supplemental Revised 
estimate, estimate, 
1956 1956 
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Appropria- 
tion, 1956 


Coordination, administration, and program leadership of co- | R 
operative extension work $35,000 | $1, 965, 00 
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Veed for increase and plan of work.—The amount of $35,000 is needed to provide 
necessary administration, coordination, and specialized program leadership with 
tho States to aid in carrying out an experimental program of intensified coopera- 
tive Extension assistance for the “development of agriculture’s human resources”’ 
in selected low-income farming areas. A small staff will be employed in the Fed- 
eral Extension Service to provide planning, coordination, and leadership in the 
development of this new program. They will assist State and county extension 
workers in organizing programs of work around the special needs of the low-income 
and part-time farmers in the pilot counties. They will provide liaison and direct 
contact in effecting necessary coordination with other Federal agencies within and 
outside the Department of Agriculture. They will be responsible for leadership 
in the cooperative development of this program within the Extension Service and 
between Extension and the other agencies and interests, both public and private, 
which will assist in this effort. They will assist in determining the methods and 
techniques required to make such a program effective and successful and in 
evaluating results. 


Mr. Marswauu. The request for this item is in the amount of 
$35,000 for fiseal year 1956, 

Do you have any comment on this item, gentlemen ? 

Mr. Ferauson. Only to say that that is designed to put two people 
on our staff to work with the State government programs. 


Farmers’ Home ADMINISTRATION 
LOAN AUTHORIZATIONS 


Mr. Marsnauty. The next item is an item for the Farmers’ Home 
Administration, and at this point in the record we will insert the pages 
of the justifications which deal with this item. 

(The justifications referred to follow :) 


FARMERS’ HOME ADMINISTRATION 
(HL. Doe. No. 171) 


Loans, Farmers’ Home Administration, 1956 
Request for fiscal year 1956 $30, 000, 000 


yp 


Loan authorizations to date 153, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental loan authorizations are needed to implement the recommen- 
dations, with regard to credit contained in the report, Development of Agricul- 
ture’s Human Resources. These recommendations, with respect to Government 
credit, are twofold: (1) An expansion of the supervised production and sub- 
sistence loan program now being carried on by the Farmers’ Home Administra- 
ion under title II of the Bankhead-Jones Farm Tenant Act as amended. 
Loans under this program are confined to applicants who have or can obtain 
adequate land resources to farm efficiently and who cannot secure credit from 
other sources. (2) An intermediate and long-term credit program for part-time 
and other low-income farmers unable to obtain neded loans from private or 
Cooperative credit institutions or under the authorities of titles I and II of the 
Bankhead-Jones Farm Tenant Act as amended. 


LANGUAGE 
“Loan Authorizations 


“For additional amounts for ‘Loan authorizations’, for loans (a) under title 
Il of the Bankhead-Jones Farm Tenant Act, as amended, $15 million; and (b) 
loans to low-income farmers (including part-time farmers), in accordance with 
the provisions of 1955 amendments to the Bankhead-Jones Farm Tenant Act, as 
amended, $15 million; Provided, That clause (b) of this paragraph shall be effec- 
tive only upon enactment into law during the first session of the 84th Congress of 
H. R.— or §. ——:; Provided further, That no loan may be made from funds 
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authorized by said clause (b) which shall result in the borrow’s principal jy. 
debtedness on account of such loan or loans exceeding $10,000: Provided further 
That not to exceed the foregoing several amounts shall be borrowed in oy: 
account from the Secretary of the Treasury in accordance with the provisions se; 
forth under this head in the Department of Agriculture Appropriation Act, 1959 


EXPLANATION OF LANGUAGE 


The proposed language would authorize the borrowing of $30 million from the 
Secretary of the Treasury to provide special credit assistance to low-income and 
part-time farmers. In accordance with the first proviso of the above language 
$15 million would not be authorized until proposed amendments to the Bankhead. 
Jones Farm Tenant Act are enacted providing for loans to individuals who cannot 
at the present time qualify for loans under titles I and II of the Bankhead-Jone 
Farm Tenant Act, as amended. 


Justification for supplemental estimate, fiscal year 1956, for loan authorizations 





——_—_. 


“agq. |Supplemental} Revised 
eee authoriza- | estimate, 
, tion, 1956 1956 


Loan authorizations: 
Production and subsistence loans. ._..........----_-- $122, 500, 000 $15, 000,000 | $137, 500.0% 
EE PN PU TOON iis nc cdddcdnentesndvalcenndecusaiine 15, 000, 000 15, 000, 00 


The supplemental loan authorizations are needed to implement the recom- 
mendations, with regard to credit contained in the report, “Development of 
Agriculture’s Human Resources.” These recommendations, with respect to Gov- 
ernment credit, are twofold: (1) An expansion of the supervised production and 
subsistence-loan program now being carried on by the Farmers’ Home Admin- 
istration under title II of the Bankhead-Jones Farm Tenant Act as amended. 
Loans under this program are confined to applicants who have or can obtain 
adequate land resources to farm efficiently and who cannot secure credit from 
other sources. (2) An intermediate and long-term credit program for part-time 
and other low-income farmers unable to obtain needed loans from private or 
cooperative credit institutions or under the authorities of titles I and II of the 
Bankhead-Jones Farm Tenant Act as amended. 

For 4,820 additional production and subsistence loans, $15 million.—The orig- 
inal budget estimate for production and subsistence loans provided for a con- 
tinuation of the program at the same level as in the 1955 fiscal year. The addi- 
tional $15-million.loan authorization will expand the program and provide 
assistance to about 4,820 additional low-income farm families. The original 
estimate of $122,500,000 would provide about 68,250 loans, of which 37,930 would 
be made to applicants already indebted who need additional assistance to col- 
plete their approved plans before paying off their indebtedness in full. The 
balance of 30,320 loans will be made to new applicants seeking this type of 
assistance. On this basis, the additional 4,820 loans included in this estimate 
represents an increase in the number of new applicants to be assisted of about 
16 percent. ade 

The production and subsistence loan program of the Farmers Home Adminis 
tration has demonstrated that through the use of a carefully planned and exe 
cuted credit program supported by management and technical guidance, 4% 
needed, the low-income situation for many farm families can be substantially 
corrected. Most borrowers experience increases from 50 to 100 percent 
both net income and net worth between the time they apply for loans and the 
time of final payment. The average period of indebtedness for those borrowers 
is 4 years. Since similar increases can be expected from many other farmers 
who are unable to borrow from other credit sources, an expansion of this pro 
gram will result in a definite contribution to the attack on the low-income prob- 
lem in agriculture. 

The need for additional assistance through production and subsistence 1oats 
is shown by the following: : 

1. Many farmers with access to sufficient land for economical farm operations 
are receiving inadequate incomes and are farming inefficiently because they lack 
the resources to acquire needed equipment and productive livestock and are 
unable to purchase adequate amounts of fertilizer, improved seed, or other 
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necessary operating items. Through credit, which can be repaid from the in- 
creased earnings, and with assistance to the extent needed in the adoption of 
approved economical farm-management practices, these farmers can farm ef- 
fciently and increase their net income substantially. The need for credit by 
these families is accentuated by the high capital requirements for efficient 
farming in modern agriculture. | Credit for these capital requirements usually 
cannot be repaid in a short period of time, but must, instead, be repaid over a 
period of years from the increased earnings resulting from the more efficient 
farming operations. X ’ 

2, Agriculture is characterized by a constantly changing and developing 
economy. Types of farming which were once profitable in one area may become 
outmoded through changes in marketing structures or through competition from 
other areas. Many low incomes result from lack of capital needed to adjust 
operations in order to stay abreast of the changing economy. Oftentimes, shifts 
in enterprises require sizable expenditures and the return from those expendi- 
tures is spread over a number of years. Those farmers who have not had suf- 
ficient capital to make the changes in many instances continue with the out- 
moded types of operation and suffer the consequent reduced incomes. Credit, 
supplemented by assistance in planning and executing new types of farming, 
can result in the development of adequate incomes for many of these farmers. 

2 Credit is available from commercial and cooperative lending institutions 
for most farmers who are in a position to repay loans within a relaitvely short 
period of time and who can meet the normal collateral requirements of these 
institutions. However, there are many farmers, of worthy character and ability 
and with access to adequate land resources, who are unable to meet the security 
and repayment requirements of these commercial and cooperative lending institu- 
tions. Yet, many of these farmers, through the use of credit for the development 
of carefully planned farming operations, are able to repay needed loans amortized 
over a period of several years. Where security margins are low, successful loans 
can be made when the farming operations, sufficient to supply repayment ability. 
are carefully planned and are carried out with needed management guidance. 

For 3,000 small farm development loans, $15 million.—These funds are to pro- 
vide intermediate and long-term credit to part-time farmers unable to obtain 
needed loans from private or cooperative credit institutions or under the auth- 
orities of titles I and II of the Bankhead-Jones Farm Tenant Act as amended. 
Loans will also be available for real estate development and improvement to low- 
income farmers who own less than economic units and farm additional land 
through leasing arrangements. 

The enactment by the Congress of the proposed title V to the Bankhead-Jones 
Farm Tenant Act will provide permanent legislation under which direct Govern- 
ment loans could be made to low-income and part-time farmers unable to qualify 
for loans under titles I and II of that act. Title I provides authority for real- 
estate type loans to farm tenants, farm laborers, sharecroppers, and other in- 
dividuals for the purchase, enlargement or development of family-type farms. 
Loans under this title are confined to family-size farms of such size and type as 
are determined to be economic efficient farming units. 

Operating type loans made by the Farmers Home Administration under title 
II of the Bankhead-Jones Farm Tenant Act are confined to farmers and ranchers 
who have or can obtain adequate land resources to constitute an economic farm- 
ing unit and obtain the major portion of their income from the farm. Applicants 
to be served under this estimate would not be eligible for assistance under titles 
IT and IT because their farms are of insufficient size to constitute economic units 
and they must depend upon substantial off-farm empolyment to supplement their 
part-time farming income. 

Ioans to be made from these funds, together with the technical assistance 
to be rendered borrowers, will result in increased and more efficient pro- 


duction on the farms and will raise the income of the borrowing families to a 
lore acceptable level. 


Tue NEED For LOANS 


_ It is proposed to confine the loans in fiscal year 1956, on a pilot basis, to low- 
‘income and part-time farmers in approximately 60 areas of the country where 
the heed is the greatest. The loans will constitute one of the services offered 

Y pilot assistance programs for low-income and part-time farmers in the areas 


chosen 


- Services will also be provided by other agencies of the Department, the 


and-grant colleges, and other interested groups in these and other areas. 
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Credit services to be provided will include about 3,000 loans for both develop- 
ment and operating purposes. Loans will be made for land development ang 
building improvements, including the repair and construction of dwelling facijj. 
ties needed for safe and sanitary living conditions. It is estimated that about 
60 percent of the loans will include funds for these purposes. In addition, loans 
will be made for the purchase of feed, fertilizer, and other operating expenses; 
light machinery, such as tractors, tillage equipment, and harvesting tools; ang 
for livestock. Loans will be made to part-time farmers on small acreages with 
insufficient land to develop full, efficient farming operations which will meet the 
requirements for loans under titles I and II of the Bankhead-Jones Farm Tenant 
Act. Real estate loans for farm development and improvement will also be made 
to full-time farmers owning less than economic units where sufficient additiona] 
land for adequate operations can be rented. 

The 1950 Census of Agriculture reported 639,000 part-time farms in the 
United States, of which 326,000 had annual net cash family income from aj] 
sources of less than $2,000. More than 150,000 families with the operator work. 
ing off the farm 100 days or more, have net cash family income from all sources 
of less than $1,000. Credit is needed by these and other low-income farmers to 
assist them in establishing efficient production on their farms in order that their 
total income may be sufficient for a more satisfactory standard of living, 
Through the increased production attained by recipients of these loans, income 
will be available for operating expenses and debt repayment. 

The need for these loans is shown by the following : 

1. Credit, together with guidance and technical assistance, is needed by many 
low-income or part-time farmers in outlying rural areas. In areas such as the 
»astern Kentucky and Tennessee mountains, the Piedmont district of the Caro- 
linas and Georgia, and the cutover areas of Wisconsin and Minnesota, many farm 
families occupy units which, in their present state of development, are unable to 
supply income sufficient for adequate living. These families usually supplement 
their farm income when employment can be found, but this employment is often 
seasonal. To more effectively utilize their small farms, particularly during u- 
exnployed seasons, credit is needed to develop the land in order to obtain its 
highest productivity, and for the purchase of equipment and livestock needed to 
preperly raise the farm produce which the land is capable of producing. 

In areas surrounding large cities, many families are dependent upon the con- 
bined income from small farms and employment in industrial or other nonfarm 
occupations. Some of the families who occupy these small farms draw reasonably 
nigh salaries and have capital resources sufficient to develop their part-time farms 
to the extent they may desire. In many instances, however, the off-farm income 
is not large and the families lack capital resources. The farm may lack the 
development needed to provide the income which could be achieved if the land 
resources were properly utilized, or the operator may not have the equipment and 
livestock needed to fully realize the income possibilities of the farm. Also, the 
farmer may need guidance and technical assistance in establishing efficient opera- 
tions and in adopting and using efficient farm management practices. Some of 
the part-time units are too small to provide more than a minimum of agricultural 
produce for sale, but if properly developed, stocked and equipped, they could, with 
careful management, supply much of the family food requirements. Large 
gardens are usually possible and in many cases small amounts of livestock and 
poultry could be kept for family use, if not for commercial sale. 

2. Since part-time farmers are often outside the city limits, it is difficult for 
them to borrow from private urban credit institutions. On the other hand, since 
their agricultural holdings are not sufficiently large for the development of efi- 
cient self-supporting farms, they are often unable to borrow from those institu- 
tions that normally serve agriculture. As a result of this situation, many part: 
time farmers around the larger cities are unable to acquire the capital resources 
necessary to realize the income which is possible from the land they occupy. [0 
some instances, due to inadequate operations resulting from lack of credit, the cost 
of the agricultural.operations exceeds the gross return. When private and coop- 
erative credit is available to these families, the repayment terms are often [00 
short and do not conform to a realistic schedule of the return from which the loat 
must be repaid. 

8. An additional group in need of credit are those farmers owning smal tracts 
and renting additional land for the production necessary for efficient farming 
operations. Credit is needed by many farmers of this type for land and building 
development and improvement, but such credit often is not available from private 
or cooperative sources and cannot be supplied under the authorities contained i0 
title I of the Bankhead-Jones Farm Tenant Act. 
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Mr. Marsan. The request for this item is in the amount of $30 mil- 
ion for fiscal year 1956. 
~ Mr. McLeaish, do you have any statement which you wish to make 
in regard to this item? 

Mr. McLeaiscu. No, sir; I think not, Mr. Chairman. 

Mr. Anperson. One further question, Mr. Chairman, for the record: 

[ presume we have the assurance of Mr. Morse that the programs of 
the Extension Service, and the Farmers Home Administration would 
be in no way shortened or diminished because of this new program 
entering the picture. Is that not correct, Mr. Morse? 

Mr. Morse. That is correct. This area has always been a tough 
yroblem for Extension, and so we are suggesting that they renew their 
efforts to get to these people, but otherwise, as I understand it, there 
would be no diminishing of activity. 


UNOBLIGATED BALANCES 


Mr. Marsuatn. Mr. McLeaish, could you place in the record at this 
point the figures as to the amount of money which you have from the 
1955 appropriation bill which was unobligated ? 

Mr. Barnarp. Mr. Chairman, I can furnish that information. 

In 1955, we have these following amounts for loans: 

For farm ownership loans, we have $19 million; for production and 
subsistence loans, $122.5 million; and for soil and water conservation 
loans, $11.5 million. 

Those are also the amounts in the 1956 appropriation. 

Mr. MarsHauu. How much of those funds remain unobligated ? 

Mr. Barnarp. For production and subsistence loans, it 1s about 
$100,000, but that will be expended between now and June 30, 

Mr. MarsHatu. Does that also include the Corporation money ? 

Mr. Barnarp. On the Corporation money, we will loan about $11 
million for production and sussistence loans this year. We havea little 
bit of that left, which will not be loaned because of the revolving nature 
of the fund. 

Mr. Marsuati. How much of the tenant purchase money do you 
have remaining ? 

Mr. Barnarp. We have $19 million this year but we will have none 
of that left. 

Mr. Marsnaun. You will have none of that left, or do you have none 
left as of this time ? 

Mr. Barnarp. Well, we might have $150,000 right now, but we will 
not have it by June 30. 


SALARIES AND Expenses, Farmers’ Home ADMINISTRATION 


Mr. Marsuaun. The next item is a matter of “salaries and expenses, 
Farmers’ Home Administration,” and at this point in the record we 
will insert the justification sheets in regard to this request. 

(The justification sheets referred to follow :) 
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FARMERS’ HOME ADMINISTRATION 
(H. Doe. No. 171) 
Salaries and expenses, Farmers’ Home Administration, 1956 


Request for fiscal year 1956_________ ic teaimeaceaiatred “ < $850, 00) 
Appropriation to date______ : 24, 500, 00 
Employment : 
Average number 1956 appropriation________ ' . st et _ 5,005 
Average number involved this estimate____ 


oorminenmanerrinstipnameses Itt 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
Additional funds for “Salaries and expenses” are needed to make and service 
the additional production and subsistence loans and the other loans to low-incue 
and part-time farmers included in the supplemental estimate of loan authori. 
zations. Additional employees will be needed to make and service loans in cop. 
nection with implementing the recommendations contained in the report on De. 
velopment of Agriculture’s Human Resources. 


LANGUAGE 
“Salaries and Expenses 


“For an additional amount for ‘Salaries and expenses, $850,000: Provided 
That $500,000 of this appropriation shall be effective only wpon enactment ints 
law during the first session of the Highty-Fourth Congress of H. R. or 
Ss, ——.”’ 

A. . 
EXPLANATION AND LANGUAGE 


The proposed language would provide an additional amount for “Salaries ani 
expenses” of $850,000 and contains a provision that $500,000 of such amount 
shall be contingent upon the enactment of proposed legislation authorizing loans 
to low-income farmers (including part-time farmers) who cannot qualify for 
loans under titles I and II of the Bankhead-Jones Farm Tenant Act, as amended. 


Justification for supplemental estimate, fiscal year 1956, for salaries and expenses 


Supplemental) Revised 


Appropria- estimate, estimate, 


tion, 1956 


Salaries and expenses: Administration of direct and insured in hd 
loan programs --| $24, 500, 000 | $850, 000 $25, 350, 00 


The increase of $850,000 includes funds for making and servicing, during the 
first year, the additional production and subsistence loans, and the small farm 
development loans contained in the loan authorizations, as follows: 

Making and servicing 4,820 production and subsistence loans, $350,000.—The esti- 
mate of $350,000 is needed to provide the necessary supervisory and clerical assist- 
ance in county offices to make the additional 4,820 loans included in the loa 
authorization. This amount includes about $25,000 for county committee expens 
in connection with the certification as to the eligibility of the applicants for loans 
The balance of $325,000 will be used exclusively in county offices. In order 
properly service the area from which applications for loans will be received, it 
estimated that 4 or 5 additional county offices will be established. These offices 
will act to reduce the workload in other offices now servicing the counties !I- 
volved, and will prove useful in reducing the large distances now involved in some 
county offices. In addition, it is expected that about 63 man-years of assistalll 
county supervisor help, and 8 man-years of office clerical help will be needed to 
make the loans. Some existing county offices will be able to absorb the additions! 
workload but the above personnel is needed in those instances in which this canne! 
successfully be accomplished. 
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The supervisory assistance given to borrowers in the form of technical guid- 
ance and assistance in farm and home planning is a most essential element in 
‘he production and subsistence-loan program. Most of the farmers who will 
roeeive this assistance are unable to compete successfully in agriculture due to 
inefficient operations caused usually by inadequate land and other resources, 
lack of managerial ability and awareness of the modern farming methods. 
Without the additional supervisory assistance provided by this estimate, it 
would be impossible in most instances for the existing county office personnel 
to devote sufficient time to planning with the applicant and assisting him in 
carrying out the approved plans. 

It is expected that the Farmers’ Home Administration will be able to secure 
the additional personnel promptly after the beginning of the fiscal year, and that 
there will be no delay in assisting the added number of applicants to be served 
hy the loan authorization. 

Vaking and servicing 3,000 small farm-development loans, $500,000.—The 
estimate of $500,000 would be used to provide the additional personnel necessary 
to properly make and service the 3,000 loans included in the $15 million budget 
estimate for loans. The credit program would be assigned to the Farmers’ 
Home Administration but, except for the overhead levels, the loan making and 
servicing would be handled by a staff of agriculturists trained especially to 
cope with problems peculiar to part-time farms. 

The budget estimate is prepared on the basis of pilot loan programs in 60 
ounties or groups of counties. Areas would be chosen where there is a dem. 
onstrated need for credit assistance and where the pilot programs would do 
the most good from the standpoint of experience in dealing with the problems 
of low-income and part-time farmers. While the Farmers’ Home Administra: 
tion has had extensive experience in making and servicing farm loans, this ex- 
perience has been almost exclusively with full-time farms and farm operators 
Loans on part-time farms will present unusual problems, such as gearing pro- 
duction to those crops which the individual applicant can produce with his part- 
time labor during those periods when labor is available on the farm. Long-term 
and annual farm and home plans will be prepared with the applicants and 
horrowers to provide reasonable assurance that adequate income will be avail- 
able for debt repayment and an improved standard of living. 

In many instances, it will be desirable to establish suboffices of existing 
county offices exclusively engaged in working with applicants for small farm- 


s development loans. An applicant applying for assistance at these or other 


offices of the Farmers’ Home Administration will receive the assistance of the 
county supervisor in reviewing his present operations and in building plans 
for the sound development of his farming operations. County supervisors will 
continue to assist borrowers in future years to the extent necessary to carry 
ont the plans agreed upon. 

County committees, already established in each county, will be required to 
certify to the eligibility of applicants for assistance and will assist in determin- 
ing the fair and reasonable value of farms on which mortgages are to be taken. 

It is estimated that as many as 1,800 of the 3,000 loans will involve real- 
estate security. In these cases, an appraisal of the farm will be made by a 
competent appraiser in or near the county in which the loan is to be made. In 
making loans, the off-farm income of the operator will be given full considera- 
tion, along with the chattel and real-estate security, in determining the feasi- 
bility of the loan and the repayment possibilities of the applicant. 

It is proposed to direct the small farm-development loan program through a 
separate 1- or 2-man unit in the national office, and through the State offices of 
the Farmers’ Home Administration serving the pilot areas. The State offices 
involved will designate an individual to direct the activities of the county super- 
visors assigned to this work in the various counties. It is hoped that the 
handling of this program separately from other Farmers’ Home Administration 
activities will lead to a sounder program and will provide more intensive ex- 
perience and training to those individuals assigned to the program during its 
first year of operation. 

One county supervisor will be employed for each of the 60 pilot areas. The 
average workload per supervisor would thus be about 50 completed loans dur- 
ing the year. While only about 3,000 loans are anticipated, the number of ap- 
plications probably will be several times this number. 


_Mr. Marsnant. The request for this item is in the amount of 
*890,000 for fiscal year 1956. 
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Do you have any comment which you wish to make in regan ; 
this item, Mr. McLeaish ? 

Mr. McLeaisu. $500,000 of that will be allocated to this pilot pro- 
gram, and $350,000 will be allocated to the production and subsisten 
program. 

AGRICULTURAL RESEARCH SERVICE 


SALARIES AND EXPENSES, RESEARCH, 1956 


Mr. Marsnary. The next item which we have for consideratioy js 
“Salaries and expenses for research” for the Agricultural Research 
Service, for 1956, and at this point in the record we will insert the 
pertinent pages of the justification in regard to this item. 

(The justifications referred to follows :) 


AGRICULTURAL RESEARCH SERVICE 
(H. Doc. 171) 


Salaries and expenses, research, 1956 


Request for fiscal year 1956 $380, 000 
Appropriation to date (estimated) 87, 950, 000 


Employment: 
Average number, 1956 appropriation 
Average number, involved this estimate 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds are needed to undertake research designed to aid lov- 
income farm families improve their level of living in line with the objectives 
contained in the report on the Development of Agriculture’s Human Resources. 
The total increase of $380,000 would be used in connection with the following 
projects: (1) Farm and land management research ($310,000) to aid such fanil- 
ies to increase their earning capacity; and (2) human nutrition and home eco- 
nomics research ($70,000) to evaluate the effect of shifts to part-time or of- 
farm work on family living in terms of nutritional quality of diet and kind of 
living. 

LANGUAGE 


“Salaries and expenses 


“For an additional amount for ‘Salaries and expenses,’ for research, $380,100.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide additional funds in fiscal year 1955 to 
undertake specific research work needed for assistance to low-income farmers. 


Justification for supplemental estimate, fiscal year 1956, for “Salaries and expense 
research” 





: Supplemental! Revised 
a ay estimate, | estimate, 
7 198 1956 ' | 1986 


| 
Farm and land management research _- ceveneo-carnecn| | Qu UeeeD $310, 000 $7, 1% > 
Human nutrition and home economics research. .............-| 1, 426, 000 70, 000 1,4 n 
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Veed for research 

\ State-Federal research program should be undertaken to study and analyze 
the problems of low-income farms, especially in those areas where the Extension 
Service and the Farmers’ Home Administration would be initiating and operating 
special assistance programs. The objective of this research would be to provide 
erecific information needed in the development and carrying out of educational, 
technical assistance, and credit programs in pilot areas and to meet the special 
problems of low-income farmers. 
’ In the past, research activities have not reached many of the low-income people 
effectively. Only limited research effort has been directed toward establishing 
farm units adjusted to available labor and land resources and the changing 
economie environment or the efficient use of credit and adjustments in land 
tenure. These types of research are especially important in low-income areas 

Part of the job, especially in the first year’s operation, will be to assemble 
available research information bearing on these problems and to identify the 
critical agricultural problems of specific areas. Particular emphasis will be 
given to development of guides concerning the size of farm and the machinery 
and other capital investment required for particular types of farms in specific 
areas in order to produce specified levels of income for the farm family. It is 
expected that the State agricultural experiment stations would make a substan- 
tial contribution to this cooperative program from increased Federal Reserve 
funds and farm currently available State and Federal funds. 
An increase of $380,000 under the appropriation item “Research” composed of : 


(1) Increase of $130,000 under the project “Farm and land management re- 
search” to expand the research to aid low-income farm families to increase 
their income-earnings capacity 
Need for increase.—Despite the great forward strides in our economy and our 

agriculture as a whole, large numbers of farm famiiles have production, income, 

and levels of living that are extremely low compared with any modern standard. 

The 1144 million farm families with net cash incomes under $1,000 face a sub- 

stantial different set of problems than the 2 million farmers on medium to large 

commercial farms. Most of these low-income farmers are on small farms where 
the total production for sales is below $2,500. Also the 1950 census reported 

639,000 part-time farmers in the United States of which 236,000 had annual cash 

family incomes from farm and nonfarm sources of less than $2,000. The funda- 

mental problem of these farmers is achieving a productive use of their family 
labor resources in order to make farming a prolific occupation. 

The problem arises in large part because production conditions on most of 
these farms are not adjusted to our rapidly changing modern technological condi- 
tions. The fact that large numbers of farm families have not been able to make 
the adjustments required to improve their income underlines the need for research 
focused on the management and adjustment problems of small farmers. 

Especially important to these farmers are economic studies to develop the facts 
concerning (@) more profitable intensive systems of farming; (b) the capital, 
credit, and land and management requirements of systems of farming that im- 
prove incomes; (c) the possibilities of part- or full-time off-farm employment: 
and (d) the specific steps that should be taken in developing their income- 
earning capacity. 

Insufficient information is now available to provide adequate guides as to 
the minimum size of farm and combinations of farming enterprises and resources 
that will provide specified income levels in low-income areas. Only limited 
research effort has been directed toward these types of problems which are 
specifically the concern of farmers in low-income areas. Research is now needed 
to indicate the income-earning prospects in full-time farming compared with 
part-time and nonfarm alternatives. Similarly, estimates of new investment 
requirements of farmers and their repayment prospects are needed for guidance 
of lenders. Studies should be made to appraise the obstacles that impede economic 
adjustments, and to develop suggestions for improved extension and technical 
assistance programs. Increased research of this type has been recommended 
by the National Agricultural Advisory Commission and the Production Economics 
Research Advisory Committee. 

Plan of work.—This increase would provide for the expansion of cooperative 
research with land-grant colleges in areas where pilot programs are being under- 
taken and additional information is needed by farmers and agricultural agencies 
as a guide to action to improve the income-earning capacity of these farm people. 
Approximately three-fourths of the increase would be needed for these local 
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studies. In addition, appraisals would be made of the nature and magnitude of 
the problem in the major farming areas and of the changes that are taking place. 

The data needed by farmers and the agencies working directly with them wou)q 
include facts regarding: (a) the sizes of farms; (6b) labor requirements, crop 
yields, feed-livestock returns, and expenses for machinery, fertilizer, and other 
supplies; (c) production practices and combinations of crop and livestock enter. 
prises most promising of success on these farms; (d) the capital requirements 
of improved farming systems and mutually desirable repayment terms and lend. 
ing practices for development credit; (¢) leasing arrangements adapted to 
improve farming systems; and (f) income-earning prospects of farm families 
from part-time farming and off-farm employment. 


(2) An increase of $70,000 under the project “Human nutrition and home eco. 
nomics” to undertake a study to: (a) Evaluate full and part-time farming 
systems in terms of the kinds of living and nutritional quality of the diets 
they provide; and (b) determine from data already collected, the food con. 
sumption patterns and quality of diet of low-income families and estimated 
costs of alternative methods of obtaining the food supply 

Need.—The effect of shifts to part-time farming or off-farm work on family 
living, as measured by the nutritional quality of diets or other measures of level 
of living, needs to be determined. The Extension Service needs this information 
in order to advise farm families. It has been suggested, for example, that the 
loss of the home food supply by a shift to off-farm work does not result in better 
diets although more may be spent for food. This question needs to be answered. 

In one study of farm families in a Southern State in 1945, it was found that 
the nutritional quality of the diet was more closely related to quantity and kind 
of home produced food than to cash incomes. In a more extensive dietary study 
(1948) also in Southern States, the dietary levels of farm families in mountain 
areas were higher than in tobacco and cotton farming areas. Home produced 
food was the chief source of the difference, contributing—in the diets of mountain 
families—three-fourths or more of the nutrients most often low in United States 
diets, that is, calcium, vitamin A, riboflavin, and ascorbic acid. 

None of these studies was designed to show differences in quality of diet among 
low-income families engaged in full-time or part-time farming, or depending 
primarily on off-farm work. Moreover, none of them took account of other 
measures of the level of living, such as the quality of housing and educational 
opportunities. 

Data developed on the nutritional and economic importance of home food sup- 
plies and the levels of living achieved will form an important part of extension 
education materials for working with low-income farm families. 

Plan of work.—It is proposed to conduct research to determine the circun- 
stances under which and the extent to which a shift from full-time to part-time 
farming or to off-farm work may result in changes in levels of living for the 
family, as measured by nutritional quality of diets and other indicators of the 
level of living. (@) Studies will be made in certain of the pilot areas selected 
to illustrate different situations as to climate and type of farming among lov- 
income families in full-time and part-time farming and working off farms. I- 
formation will be obtained on amounts of food consumed, forms in which ac- 
quired, whether home grown, kitchen prepared or commercially processed, and 
food habit patterns and facilities for storing food and other factors affecting 
the use of worker’s time, cost, and the nutritional quality of the food. 

(b) Analyses will be made of the food consumption patterns and quality of 
diets of low-income farm families in the pilot areas in relation to sources and 
methods of obtaining their food supplies. The contribution to family diets of 
home food production on part-time and full-time farms will be examined it 
relation to income, and estimates of costs will be made of alternative methods 
of obtaining their food supply. Much of the analysis can be made from 4 
dietary survey of rural and urban areas in all regions of the United States being 
conducted by the Department in the spring of 1955. 


Mr. Marsuatzi. The amount of this request is $380,000. Do you 
have any comment which you wish to make in regard to this item ? 

Mr. Irvine. Mr. Chairman, I have no general statement unless there 
are questions, which we would be very glad to answer. 
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AGRICULTURAL MARKETING SERVICE 


MARKETING RESEARCH AND SERVICE 


Mr. MarsHALL. The next item for consideration is a request for the 
Aoricultural Marketing Service for marketing research and service, 
1956, and at this point in the record we will insert the pertinent justi- 
feation sheets in regard to that item. 

(The justifications referred to follow :) 


AGRICULTURAL MARKETING SERVICE 


(H. Doe. 171) 
Marketing research and service, 1956 


request for fiscal year 1956 

Appropriation to date 

Employment : 
Average number 1956 appropriation 
Average number involved this estimate 


NEED FOR SUPPLEMENTAL FUNDS 


Development of special educational and credit programs directed toward im- 
provement in the economic conditions of low-income farm families requires a 
determination and analysis of the factors underlying the problems of these 
farm families and the impact on incomes that would result from an expansion 
of their production and associated processing and marketing service activities. 
It is planned that an appraisal will be made of the short and long-run supply 
and demand situations, to provide a base for developing guides for determining 
the feasibility of locating agricultural processing plants and auxiliary marketing 
services in or adjacent to low-income communities. To provide basic data for 
use by the Department and other Government agencies, studies would be 
initiated in selected low-income areas to (a) develop information on the char- 
acteristics of the low-income population; (b) develop facts for appraising long- 
range educational and vocational training requirements of the youth of low- 
income farm families; (c) determine status of available medical and health 
facilities serving low-income areas; and (d) appraise the impact of low-income 
farm families of the extension of social security to farmers and farm wage 
earners. Funds estimated to be available in 1956 are inadequate to meet the 
need for these special studies. Since the overall program relating to farmers in 
ow-income areas was not developed until after submission of the budget esti- 
oe for 1956, no provision therefor was made in the regular Appropriation Act 
0 D6. 

LANGUAGE 


“Marketing Research and Service 


“For an additional amount for ‘Marketing Research and Service’, for market- 
ing research and agricultural estimates, $250,000.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide additional funds in fiscal year 1956 for 


muating studies on marketing and related problems affecting low-income 
armers, 


ustification for supplemental estimate, fiscal year 1956, for marketing research 
and service, marketing research and agricultural estimates 


_ |Supplemental Revised 
Appropria estimate, estimate, 
tion, 1956 1956 1956 


a arketing research $5, 511, 200 $65, 000 $5, 576, 200 
Conomic and statistical analysis 1, 301, 200 185, 000 1, 486, 200 


3859 —55———-35 
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An increase of $250,000 under subappropriation “Marketing research and agri. 
cultural estimates,” composed of : 


(1) An increase of $75,000 (primarily under the project “Marketing research”) 
for appraising (a) the prospective markets for farm products in low-income 
areas and (b) the feasibility of locating agricultural processing plants ang 
auxiliary marketing service agencies in low-income communities. 


Need for increase-—Improving the income-earning capacity and standard of 
living of low-income rural people must ultimately result from increased returns 
from farming and/or improved prospects for part-time farming and nonfary 
employment. In developing special educational and credit programs directeg 
toward increased earnings in low-income areas, there must be a basis for assess. 
ing the impact on the incomes of people that would result from an expansion of 
their agricultural production and associated processing and marketing servig 
activities. Appraisal of the supply and demand situation for farm products jy 
local areas represents an important phase of the general problem of establishing 
facts regarding systems of farming most promising of success. Increased pro. 
duction of any commodity can be profitable only if there is both a short- and 
long-run demand for the product produced. Directly related thereto is the 
feasibility of locating agricultural processing plants and auxiliary marketing 
service agencies in low-income communities. Efficient and profitable processing 
and distribution operations can be expected only if there is both a short- and 
long-run supply of commodities with subsequent demand for the processed 
products. 

Some research results applicable to the above situations are presently available. 
In most cases, however, the data are of a more general general character and do 
not provide the specialized and localized information needed in programs to meet 
specific problems of low-income farmers. 

Plan of work.—It is planned to initiate studies relating to local marketing 
facilities in specified low income and their relationship to the supply and demand 
for farm products. An appraisal will be made of the short- and long-run supply 
and demand situations, with special emphasis on long-run trends in demand 
affecting the profitability of the production and processing of farm products. 
The results of this approisal will provide a base for developing criteria and guides 


for determining the feasibility of locating agricultural processing plants and 
auxiliary marketing service agencies in or adjacent to low-income communities. 
As these criteria and guides are developed, marketing specialists employed in 
cooperation with State agencies, will work with field task forces assigned to study 
and provide information needed to develop and carry out educational, technical 
assistance, and credit programs to meet specific problems of low-income farmers. 


(2) An inerease of $175,000 (under the project “Economic and statistical analy. 
sis’) for studies on underemployed rural manpower, ways of improving 
occupational skills, mobility, and utilization of health facilities, and effects 
of extension of social security to farmers in low-income areas 


Need for increase.---Development of special educational, credit, and vocational 
programs directed toward improvement in the economic conditions of low-income 
farm families requires a determination and analysis of the factors underlying 
the problems of these farm families. These problems include inadequate income 
from marginal farming units, inadequate educational attainments, lack of voca- 
tional preparation for nonfarm employment, inadequate occuptional mobility, 
and variety of other social and economic conditions which are accentuated by the 
high rates of natural increase in the number of persons of working age in col 
trast with the limited employment opportunities in the low-income areas. 

While general data on the factors underlying and accentuating the problems 
of low-income farm families are available, specific programs to deal with local 
ized problems will necessitate specialized information derived from relatively 
small-scale pilot studies in a limited number of localities. 

Plan of work.—To provide basic data for use by the Department and other 
Government agencies, field studies will be initiated in selected low-income areas 
in cooperation with State agricultural colleges to (a) develop information 
the characteristics of the low-income population, including age, sex, distribu 
tion, employment status, and availability for agricultural or other types of 
supplementary employment to provide essential facts in devising appropriate 
action programs suited to the experience, needs, and qualifications of the people; 
(b) develop facts for appraising long-range educational and vocational training 
requirements of the youth of low-income farm families to provide them with 
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knowledge and skills that will fit them for remunerative employment in pro- 
ductive occupations; (c) determine the status of available medical and health 
facilities serving low-income areas and the extent te which, such facilities are 
tilized by the population involved ; and (d@) appraise the impact on low-income 
farm families of the extension of social security to farmers and farm wage- 
workers for use in developing a program of information and guidance for farm 


operators. 

Mr. Marsuaty. The amount of this request. is $250,000 for fiscal 
year 1956. Do you have any comment which you wish to make in 
regard to this request, gentlemen ? : ) 

Mr. Wetts. The only comment I have, Mr. Chairman, is to call 
attention to the fact that this research will be carried out chiefly in 
cooperation with the land-grant colleges, except for some planning 
and clerical work in Washington. 


Som CoNnsERVATION SERVICE 


CONSERVATION OPERATIONS 


Mr. MarsHau. We have a request for the Soil Conservation Service, 
for conservation operations during fiscal 1956, and the request is for 
$150,000. ' 

We will place the justifications in the record at this point. 

(The justifications referred to follow :) 


Soi, CONSERVATION SERVICE 
(H. Doc. 171) 
Conservation operations, Soil Conservation Service, 1956 


Request for fiscal year 1956 
Appropriation to date 
Employment : 
Average number, 1956 appropriation 
Average number, involved in this estimate 29 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


In line with the objectives contained in the report on the Development of Agri- 
culture's Human Resources, funds are needed to provide for additional soils 
data and technical assistance of special applicability to low-income farmers in 
selected areas. 


LANGUAGE 
“For an additional amount for ‘Conservation Operations,’ $150,000.” 
EXPLANATION OF LANGUAGE 


_ The proposed language would appropriate an additional amount under this 
llem necessary to provide assistance to low-income farmers in selected areas on 
soil and water conservation and sound land use. 


ustification for supplemental estimate, fiscal year 1956, for conservation operations 


_ |Supplemental) Revised 
—— estimate, estimate, 
1956 1956 


Assistance to soil conservation districts and other cooperators | $59, 300, 000 $150, 000 $59, 450, 000 
= 





546 


Purpose and need for estimate-—The Department of Agriculture together wit) 
other Federal and State agencies proposes an integrated and coordinated approarh 
toward the solution of the problems of low-income farmers. One of the sosie 
requirements will be the completion of soil surveys which will serve as the basis 
for the development and analysis of information on soils and related physical 
resources. The Soil Conservation Service will be responsible for furnishing these 
basic data. These data can be provided to some extent from soil surveys anj 
soil maps already made. In a‘dition, the Soil Conservation Service must be 
prepared to make additional soil surveys, supply interpretations of the suryey 
data, and give individual technical assistance in developing basic soil and wate 
conservation plans under which farm families in the selected counties can mayj. 
mize their production on a sustained basis. 

Plan of work.—Soil surveyors and soil conservationists will be added to work 
unit staffs in the pilot counties selected as the workload develops. In counties 
selected that do not have a work unit, one will be established and staffed, 
However, since a large part of the rural area of the country is already organize 
in soil conservation districts, it is assumed that a large percentage of the ex. 
perimental counties can be serviced by merely adding necessary staff to existing 
work units. These additional technicians would be integrated administratively 
into the existing organization, but with the function of concentrating on the 
problems of low-income farms, The soil scientist will make surveys and pr. 
pare maps with suitable legends and with any additional data that may be 
required for this study. The soil conservationist will correlate the soil and 
water survey data and assist farmers in developing conservation programs for 
their farms which will also be coordinated with other needed farm and home 
management plans. 

Necessary additional staff ‘will be recruited and special technical assistance 
provided as rapidly as counties are selected, arrangements completed to proceed 
with this activity, and workload develops requiring additional staffing. It is 
not expected that the work will have progressed to.the point of requiring adi: 
tional assistance by the Soil Conservation Service in all of the selected areas 
during the fiscal year 1956. 


Mr. Marsuaryi. Do you have any comment which you desire to 


make in regard to this request, Mr. Williams? 
Mr. Wiu1ams. I have no comments, Mr. Chairman, unless there 
are questions. 


OFFICE OF THE GENERAL COUNSEL 
SALARIES AND EXPENSES 


Mr. Marsuauu. We have a request for the Office of the Gener 
Counsel for “Salaries and expenses,” for 1956, in the amount of 
$36,000. 

We will place the justifications in the record at this point. 

(The justifications referred to follow :) 


OFFICE OF THE GENERAL COUNSEL 


(H. Doe. 171) 
Salaries and expenses, 1956 


Request for fiscal year 1956 $36, 00) 
Averoriation to date._..__._.___.__ __._-___.___- +... -——-------=- 2, 100, OW 
Employment: 

Average number 1956 appropriation 

Average number involved this estimate 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The enactment of legislation to provide credit to low-income and part-time 
farmers will require a greater amount of legal attention than can be provides 
with the funds appropriated for 1956. Funds to finance these functions were not 
requested in connection with the Agriculture and Farm Credit Administratio 
Appropriation Act for 1956. 
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LANGUAGE 


“For an additional amount for ‘Office of the General Counsel,’ $36,000: Pro- 
vided, That this appropriation shall be effective only upon enactment into law 
during the first session of the Eighty-fourth Congress of H. R. or 8. = 


EXPLANATION OF LANGUAGE 


The proposed language would provide an additional amount for necessary 
legal services incident to pending legislation to provide credit to low-income and 
part-time farmers. 


Justification for supplemental estimate, fiscal year 1956, for salaries and expenses 





,. |Supplemental} Revised 
Apores oe estimate, estimate, 
; 1956 1956 


Ee 
1, Agriqultutal ereGMe iis sak ns ee cy cts od - . en else. tee $962, 000 $36, 000 $998, 000 





PROJECT 1. AGRICULTURAL CREDIT 


(1) An increase of $36,000 in connection with the proposed program of the Farmers’ 
Home Administration for credit assistance to low income and part-time farmers 
Need for increase.—The enactment of a new title V to the Bankhead-Jones Farm 
Tenant Act as proposed will require the development of a specialized program for 
credit assistance to low income and part-time farmers. Legal assistance in 
developing the regulations embracing such a program, the preparation of the legal 
forms, including special notes, real estate mortgages, chattel mortgages, and other 
instruments specifically adapted to this program, and the legal approval of loans 
aud title to real estate offered as security will require the services of four addi- 
tional attorneys in the Office of the General Counsel in Washington and in the 
field. One of these attorneys would be needed in the Washington office for the 
development of the program and forms and three attorneys will be added to the 
field offices to which the real estate loans under this proposed title would be referred 
for handling of the legal aspects involved. This estimate is made on the basis of 
an expected 1,800 such loans during the 1956 fiscal year. The majority of these 
loans will, in all likelihood, be secured by both real estate and chattel mortgages. 
They will be somewhat more complicated than the regular title I loans, and there- 
fore will require more time to handle than normal loans. It is also anticipated 
that a great deal more difficulty will be encountered in connection with enforcing 
the security obligations. 


_ Mr. Marsnarr. Do you have any comments which you wish to make 
in regard to this request, Mr. Campbell ? 

Mr. Camprerx. I have no comments, Mr. Chairman, but I am avail- 
able for questions. 


OFFICE OF INFORMATION 


SALARIES AND EXPENSES 


Mr. Marsuann. We have a request from the Office of Information 
salaries and expenses in 1956, and the request is in the amount 
of $30,000. 

We will place the justifications on this item in the record at this 
point. 

(The justifications referred to follow :) 
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OFFICE OF INFORMATION 
(H. Doe. 171) 
Salaries and erpenses, 1956 


mewmndéat Gor Gecal- sear 3906. ee LES 
ereereeeen to Giese a 
Employment : 
Average number, 1956 appropriation__________________________ 
Average number involved this estimate__...._._..__.____---___ 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The proposed program of the Department of Agriculture to give special assis. 
ance to low-income and part-time farmers will require new types of publications 
and related information materials entirely different from that provided with the 
funds appropriated for the 1956 fiscal year. Because of the special group to be 
reached, the standard publications and usual information and educational mate. 
rials of the Department will not be suitable. There is a definite need for yery 
simple, highly visualized materials for use of county workers who will cl. 
laborate in programs for low-income and part-time farmers in the proposed pilot 
program. Present funds are inadequate to develop these special publications 
and visual aids materials because plans for the pilot program had not been devel- 
oped, and no provision therefor was made in regular appropriation act for 1956, 
If provision of funds were delayed until passage of regular 1957 appropriation 
measure, the pioneering informational and educational materials could not be 
developed to conduct the pilot program relating to assistance to low-income ani 
part-time farmers pursuant to the recommendations in the report on the develop 
ment of agriculture’s human resources. 


LANGUAGE 
“For an additional amount for ‘Office of Information,’ $30,000.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide additional funds for necessary publica- 
tions and related informational services incident to the special programs of the 
Department of Agriculture relating to assistance to low-income and part-time 
farmers pursuant to the report on the development of agriculture’s human 
resources. 


Justification for supplemental estimate, fiscal year 1956, for salaries and expenses 


Supplemental] Revised 
estimate, estimate, 
| 1956 1956 


| 


Appropria- | 
tion, 1956 | 


1.{Publications review and distribution.--..........--- a $628, 694 $30, 000 $658, OM 


The proposed program of the Department of Agriculture to give special assist- 
ance to low-income and part-time farmers will require a new kind of information 
support effort entirely different from that provided with the funds recommended 
in the budget estimates for 1956. 





PROJECT 1. PUBLICATIONS REVIEW AND DISTRIBUTION 


(1) An increase of $30,000 to provide special irformation materials in connection 
with the proposed program of credit assistance to low-income and part-time 
farmers 

Need for increase.—The program to give special assistance to small farmers. * 

proposed will require a pilot program involving the preparation and use 0! 4 

totally new and different type of information material. Because of the type of 

the people concerned, the standard publications and usual information and 
educational materials of the Department will not be suitable. There is a definite 


need for very simple, highly visualized materials for use of county workers who 
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xi] collaborate in programs for low-income and part-time farmers in the pilot 
ogram. 

Mrecause the Office of Information has specialized creative skills both in publi- 
tions and in visual aids, these pioneering materials should be developed within 
the Office of Information and be designed to service all agencies engaged in this 
program. This Office, as the coordinator of information work in the Departments 
yill concentrate information resources available in Department agencies for use 
in the pilot programs directed toward low-income families. Under its depart- 
nental responsibilities, this Office will join with information offices of other 
departments in order to inject new information effort into the pilot programs in 
aeh areas as rural employment, vocational training, industry development in 
nral areas, and social security for farmers. 

Materials created in this pilot program could be duplicated in large quantities 
for an expanded program at very little increased cost as creative work will 
largely be accomplished in this pilot activity. 

This estimate contemplates that the preparation and issuance of an annual 
report on the pilot program would be done by the Office of Information. 


Mr. MarsHauu. At this pans do you have any comment which you 
yish to make in regard to this request ? 


Mr. Werster. No, sir; Mr. Chairman. 


OFFICE OF THE SECRETARY 
SALARIES AND EXPENSES 


Mr. MarsHaty. We have a request from the Office of the Secretary 
for “Salaries and expenses” for 1956. The request is in the amount 
of $19,000 for fiscal year 1956. 

At this point in the record we will insert the pertinent justification 
sheets into the record. 

(The justifications referred to follow :) 


OFFICE OF THE SECRETARY 
(H. Doc. 171) 


Salaries and expenses, 1956 


Request for fiscal year 1956 

Appropriation to date 

Employment : 
Average number, 1956 appropriation 
Average number involved this estimate 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


rhe proposed program to provide assistance to low-income and part-time 
farmers will require that the Office of the Secretary provide overall departmental 
toordination. In order to alleviate the present status of low-income farm people, 
itis necessary that we attack this problem as soon as possible. The present 
funds are inadequate to meet this need, since the additional funds required for 
this project were not apparent at the time of the regular submission of the 
budget estimate for fiscal year 1956. 


LANGUAGE 
“For an additional amount for ‘Office of the Secretary’, $19,000.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide additional funds for necessary coordina- 
tion and administration of the proposed programs relating to assistance to low- 
income and part-time farmers. 
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Justification for supplemental estimate, fiscal year 1956, for salaries ana expense, 


Appropria- |Supplemental) Revised es). 
tion, 1956 | estimate, 1956 | mate, 1956 





1. General administration ‘ $484, 698 $19, 000 $5083, 63 








PROJECT 1. GENERAL ADMINISTRATION 


(1) An increase of $19,000 for coordinating the administration of the program for 
assistance to low-income and part-time farmers 

Need for increase.—Responsibility for coordinating the administration of the 
program designed to aid low-income and part-time farmers rests with the Secretary 
of Agriculture. The program as outlined for the coming year will be carried oy 
by agencies of the Department which will have the responsibility for extending 
special credit to low-income farmers, developing county extension programs jy 
each of the States in the low-income area, and meeting the general needs of |oy- 
income farmers. The proposed increase would provide for the salary of an assistant 
to the Secretary who, in addition to coordinating the administration of the pn- 
gram, would serve as liaison between the Department and the Department of 
Health, Education, and Welfare, the Department of Labor, and other Depar- 
ments of the executive branch. The increase would also provide for necessary 
secretarial assistance and miscellaneous expenses. 

A report regarding the progress of activities directed at alleviating the problems 
of low-income farmers will be prepared each year for transmittal to the President, 
By thus focusing attention on this program and fixing responsibility for its admin. 
istration, it is believed that substantial progress can be made toward alleviating 
the most pressing problems of farm families with limited economic opportunities, 


Mr. Marsuwatu. Do you have any comment which you wish to make 
on this request ? 

Mr. Morse. I believe not, Mr. Chairman. This would be for one 
man, and a secretarial helper. 

(Discussion off the record.) 

Mr. Morse. Mr. Chairman, I want to express our real appreciation 
for this hearing, and the way it has been carried forward, and the 
interest you have expressed. I hope you will freely let us have your 


suggestions as we go forward. The leadership from your States that § 


were at the Memphis meeting, including Dean Welch of Kentucky 
and others, were very helpful and showed very keen interest. It 1s 
encouraging to have the very great interest that is being shown. This 
is a tough problem, but people are anxious to move forward if they 
are given a program which will produce results. We hope to soo 
demonstrate the great help that can be given to low-income farm 
families. 

Mr. Anversen. Mr. Chairman, I would like to say to Mr. Mors 
that if he can accomplish something worthwhile about this problem, 
it is certainly worth trying. 

Mr. Marswau. Mr. Secretary, we are glad to have you, and your 
group, before us today, and I am sure, from the interest expressed 
by this committee, that you realize we are deeply interested in the 
subject. I think there were a few comments made along the line 
about some of the work that might be done with your existing pr 
grams and we hope you will follow that up also. 

Mr. Morse. Thank you very much. 





on 
the 


pense 


1 esti. 


Turspay, JUNE 21, 1955. 
AGRICULTURAL RESEARCH SERVICE 


WITNESSES 


DR. GEORGE W. IRVING, JR., DEPUTY ADMINISTRATOR FOR 
RESEARCH 

MARK M. KIRKHAM, BUDGET OFFICER, AGRICULTURAL RESEARCH 
SERVICE 

WILLIAM J. KREBS, ADMINISTRATIVE OFFICER, ANIMAL AND 
POULTRY HUSBANDRY RESEARCH BRANCH, AGRICULTURAL 
RESEARCH SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


CONSTRUCTION OF BUILDING AT UNITED STATES RANGE LIVESTOCK 
EXPERIMENT STATION, MILES CITY, MONT. 


Mr. MarsHatyi. The committee will be in order. We have before us 
Dr. Irving, Deputy Administrator for Research appearing before us 
on behalf of proposed language contained in House document 171 for 
the Agricultural Research Service. That language is as follows: 


“AGRICULTURAL RESEARCH SERVICE 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses,’ for research, 
$380,000: Provided, That not to exceed $25,000 of funds appropriated under this 
head in the Department of Agriculture and Farm Credit Administration Appro- 
priation Act, 1956, for research, shall be available for construction of a building 
at the United States Range Livestock Experiment Station, Miles City, Montana.” 

Will you comment on this item, Dr. Irving? 

Dr. Irvine. I shall be glad to, Mr. Chairman. This proposed 
language is for the purpose of permitting the Department to construct 
i building for emergency equipment repair at the United States Range 
Livestock Experiment Station at Miles City, Mont. 

At this station the Department conducts its research under range 
conditions with livestock and related crop production. The work is 
carried on cooperatively with the Montana Agricultural Experiment 
Station. 

The proposed building would house equipment for the repair of the 

heavy farm machinery used in the operations there including bull- 
dozers, balers, tractors, manure spreaders, and so forth. 
_ itis our intention to build this building at a cost of approximately 
$20,000, to replace one which was burned on March 15 of this year. 
_Without such specific authorization, we are limited to not more than 
1.000 for a building. 

We are suggesting the proposed language to permit us to expend 
’s much as $25,000 for this purpose. 

By program adjustments we will defray the cost of the building, 
no additional funds are being requested. 
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Mr. MarsHatyi. What was the approximate value of the building 
which burned ? 

Dr. Irvine. Mr. Krebs, I believe, can answer. that question. 

Mr. Kress. The present value of the building that was burned was 
probably about $4,000 or $5,000. It was constructed in 1918, and was 
originally a blacksmith shop used by the Army at Fort Keough, which 
became the Miles City station when it was later transferred to the 
Department. ' 

Mr. MarsHatt. Secretary Peterson, do you have any comments that 
you wish to make? 

Mr. Pererson. No; I have no comment. Mr. Chairman. 

Mr. Marsa. Are there any questions? 

Mr. ANpErRsEN. I have no questions, Mr. Chairman. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Marsuauu. The justifications will be placed in the record at this 
point. 
(The information referred to is as follows :) 


AGRICULTURAL RESEARCH SERVICE 
SALARIES AND EXPENSES, RESEARCH, 1956 


PURPOSE OF THIS SUPPLEMENTAL ESTIMATE 


Authority is urgently needed to replace a building destroyed by fire March 15, 
1955, at the United States Range Livestock Experiment Station, Miles City, 
Mont., used for repair of equipment. Emergency and other repairs must be made 
frequently to farm equipment and heavy equipment such as tractors, balers, 
manure spreaders, and bulldozers. A substantial building is required because 
the weather conditions are severe for prolonged periods, and hoists for handling 
the heavy equipment to be repaired must be strongly supported. 


PROPOSED LANGUAGE 


On page 10 of House Document 171 the following language is inserted for 

Agricultural Research Service, salaries and expenses, after the amount of 
$380,000 : 
“Provided, That not to exceed $25,000 of funds appropriated under this head in 
the Department of Agriculture and Farm Credit Administration Appropriation 
Act, 1956, for research, shall be available for construction of a building at the 
United States Range Livestock Experiment Station, Miles City, Montana.” 


EXPLANATION OF LANGUAGE 


The proposed language would permit the construction, at an estimated cost of 
$25,000, of an urgently needed building for the repair of equipment at the United 
States Range Livestock Experiment Station, Miles City, Mont. The limitation 
for the construction of a building under this appropriation in the Department of 
Agriculture Appropriation Act, 1956, is $7,500. The authority for construction 
of buildings is contained in the Department of Agriculture Organic Act of 14 
(5 U. S. C. 565a). Additional funds are not being requested since progral 
adjustments will be made to provide for the cost of this proposed construction. 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1956 FOR SALARIES AND 
EXPENSES, RESEARCH 


On March 15, 1955, a fire destroyed the equipment repair shop at the Unitei 
States Range Livestock Experiment Station at Miles City, Mont. Since there is 
no other building at the station suitable for use for this purpose, prompt replace 
ment of the facility is essential. 

The Miles City station is comprised of 56,300 acres on which experiments ar 
conducted under range conditions with livestock and related crop production, in 





cooperation with the Montana Agricultural Experiment Station. Operations at 
the station require extensive use of all types of farm equipment, including heavy 
equipment such as bulldozers. Immediate emergency repairs to such equipment 
f ore essential for the timely carrying out of farming operations that are a neces- 
sary part of the livestock research program. 

The proposed equipment repair shop would be of concrete-block construction, 
approximately 40 feet by 108 feet in outside dimensions. The building would 
previde about 12 percent more floorspace than the one which was destroyed by 
fre, and would be better suited to station needs. The old one was built by the 
Amy in 1918 for a blacksmith shop before the station was transferred to this 
Department. The estimated contract price for the building is $25,000. Plans 

# snd specifications will be prepared by regular personnel who will also supervise 
construction. It is planned to install a hydraulic lift and traveling hoist equip- 
ment in the building which will be in addition to the construction costs of $25,000. 

A thorough review of funds to be available to the Agricultural Research Service 
for fiseal year 1956 has been made, and it will be possible to make adjustments 
to provide for construction of the proposed new facilities. However, the present 
authority for construction of buildings by the Agricultural Research Service is 
limited to $7,500 for any one building. It is necessary, therefore, that special 
authority be obtained to construct the facilities needed at Miles City. 


Turspay, JUNE 21, 1955. 
AGRICULTURAL CONSERVATION PROGRAM S¥RVICE 
WITNESSES 


FRED G. RITCHIE, ACTING ADMINISTRATOR, AGRICULTURAL 
CONSERVATION PROGRAM SERVICE 

ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


CHANGE IN LANGUAGE 


Mr. MarsHauu. We have another item in House Document 171 in 
connection with the Agricultural Conservation Program Service, a 
proposed language change. 

The pertinent portion of the document will be inserted in the record 
at this point. 

(The matter referred to is as follows:) 


“AGRICULTURAL CONSERVATION PROGRAM SERVICE 


“Not to exceed $5,000,000 of the appropriation under the head ‘Agricultural 
Conservation Program Service’, in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1955, shall be available for the purposes 
specified under the head ‘Agricultural conservation program,’ in the Second Sup- 
ponental Appropriation Act, 1955, and shall be merged with the amount provided 

erein.” 

Continuing drought conditions in the southern Great Plains States require 
that the emergency wind-erosion control program be continued. The funds pro- 
vided by the Third Supplemental Appropriation Act, 1954, for a program of 
sharing of costs with farmers of carrying out emergency wind erosion control 
ieasures have been exhausted. The proposed provision would enable the Depart- 
lent of Agriculture to continue the program by means of a transfer of funds 
from unused balances of the 1954 agricultural conservation program to the 
‘pecial wind-erosion control program. 
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Mr. Marsnatu, Also, the justification will be placed in the recon] 
at this point. 
(The information referred to is as follows :) 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 
(House Doc. 171) 
AGRICULTURAL CONSERVATION PROGRAM 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Drought conditions in the southern Great Plains States, which were much more 
severe and prolonged than anticipated, require that additional funds be made 
available for the emergency wind erosion control program. 


PROPOSED LANGUAGE 


“Not to exceed $5 million of the appropriation under the head ‘Agricultura 
Conservation Program Service, in the Department of AgYiculture and Farn 
Credit Administration Appropriation Act, 1955, shall be available for the purposes 
specified under the head ‘Agricultural conservation program,’ in the Second 
Supplemental Appropriation Act, 1955, and shall be merged with the amount 
provided therein.” 

EXPLANATION OF LANGUAGE 


The proposed language would provide the necessary funds by authorizing the 
use of not to exceed $5 million of the unused balances under the 1954 Agricultural 
conservaion program. 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE FOR AGRICULTURAL CONSERVATION 
PROGRAM 


Substantially all of the funds provided by the Third Supplemental Appro- 
priation Act, 1954, for a program of sharing of costs with farmers for carrying 
out emergency wind-erosion control measures in 1955 have been utilized for 
emergency tillage practices. In some States these funds have been exhausted 
and the small balances which remain in other States are not sufficient to permit 
assistance to farmers in establishing cover on the land by the planting of emer 
gency crops this summer and fall to hold the soil. 

About the middle of May substantial rains were received in a large part of the 
affected area. However, some parts of the area have received little or no mois 
ture. At this time, while the need for additional emergency tillage measures has 
about passed, there still remains the critical problem of getting emergency cover 
crops on land which did not receive sufficient moisture this spring in time for 
regular crops to be planted and grown, The emergency protective cover is 
essential as a safeguard against severe wind and water erosion this coming 
fall, winter, and spring. Regular agricultural-conservation program funds have 
and will be used to the maximum extent feasible for these purposes but are not 
sufficient to meet the full needs. ’ 

The Federal Civil Defense Administration has recently allocated $2,500, 
from the President’s disaster-relief fund in order that farmers may be paid imme 
diately for emergency tillage measures already performed and for the establish: 
ment of essential protective land cover. The funds herein requested will 
used to the extent required to repay the emergency fund of the President. 

In.view of the above, it is recommended that $5 million of the unused balance 
under the 1954 agricultural-conservation program be made available for emer 
gency wind-erosion control practices. 


GENERAL STATEMENT 


Mr. Marsuaut. Mr. Ritchie, Acting Administrator of the Agricul 
tural Conservation Program Service is appearing before us to justifys 
proposed language change. We will be glad to hear from you, Mr 
Ritchie. 
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Mr. Rrecute. Thank you, Mr. Chairman. I have a statement which 
|willread, with your permission. 

Mr. MarsHaLu. We will be glad to hear your statement. 

Mr. Rrrcute. The drought conditions and wind erosion which oc- 
arred in the southern Great Plains area this spring were so severe 
and prolonged that additional funds are needed for the emergency 
wind erosion control program. On March 1, 1955, the Soil Conserva- 
tion Service estimated the acreage of cropland damaged by wind 
blowing in the 7 States where this program is in effect, to be 3,853,000 
acres. By April 1, this figure had increased to 7,260,000 acres, and on 
May Lit had increased to 9,596,000 acres. Damage varied from minor 
iosevere. The continued recurrence of severe duststorms made neces- 
sry the application and reapplication of emergency tillage measures 
and required the use of more assistance than early damage reports in- 
dicated would be necessary. In early April, the Department requested 
and was allotted $5 million from the President’s disaster relief fund, 
to provide emergency assistance to farmers for carrying out wind- 
erosion-control practices this year in substantially the same manner 
as authorized for 1954 in the Third Supplemental Appropriation Act, 
194. The 1954 Act provided $15 million to enable the Secretary of 
Agriculture to make payments to farmers who carried out emergency 
wind erosion control measures under the 1954 program. Only about 
$$ million of that authorization was used under the 1954 program. 

In order to repay the $5 million to the President’s Disaster Relief 
Fund and te provide additional essential funds for cost-sharing for 
emergency wind-control practices this spring, the Department also 


requested that the Congress make available for these purposes in 
1955, the unused balance from the 1954 appropriations. The Con- 
gress granted this authority in the Second Supplemental Appropria- 
tion Act, 1955, which was appecred on April 22. 


Through these means about $7 million was made available for 
allocations to the 7 States in this program. These allocations have 
proven to be inadequate in certain States to cope with the situation. 
Substantially all of the funds available will be required to make pay- 
ments for emergency tillage practices. In some areas these funds 
ave already been exhausted and substantially all of the regular ACP 
finds have also been committed for this purpose. The small balances 
which remain in other States are not sufficient to assist farmers in 
the needed additional emergency work. 

Because of this, on May 19, 1955, the Department requested the 
Federal Civil Defense Administration to advance $2,500,000 from 
the emergency fund of the President, in order that farmers could 
be paid immediately for emergency tillage measures already per- 
formed and to provide funds for sharing in the cost of establishment 
of essential protective land cover. This request was granted on June 
‘, 1955. The funds herein requested will first be used to repay the 
mergency fund of the President. 

The substantial rains which were received about the middle of 
May this year in a large part of the Dust Bowl area have about 
nded the need for additional emergency tillage work. However, 
tere still remains the need to establish emergency cover crops on 
tind which did not receive sufficient moisture this spring in time for 
regular crops to be planted which would offer protection to the land 
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from wind erosion. Lands left without cover will remain subject 
to severe wind-erosion damage. Funds from the regular ACP will be 
used to the full extent practicable to assist farmers in establishing 
this cover but additional emergency funds are also needed. Algo 
emergency measures are needed this summer on some of the rangeland 
of the area. 

It is for these reasons that we are requesting authority to use not 
more than $5 million of the funds already appropriated in the 1955 
fiscal year appropriation but which will not be needed to meet com. 
mitments under the regular 1954 ACP. It now appears that this much 
will be available even though all the 1954 applications have not yet 
been paid. Based on the amount of funds required for making smal] 
payment increases and program payments in some of the States for 
which applications are substantially all paid, it is now apparent that 
at least $5 million of the 1955 fiscal year appropriation will not be 
required after meeting all commitments under the 1954 program. 

It is hoped that not all of the $5 million fund now being requested 
for emergency measures, will be needed, but it is felt that authority 
to use up to $5 million if needed should be available to cope with the 
problem. Thus, in part, the $5 million requested is in the nature of a 
standby emergency reserve. 

As in the past, and as is true with all ACP programs, this emergency 
program will be administered at the county level by the county ASC 
committee. The work of the county committees will of course be 
guided by the State ASC committee and | ee ay for which cost-shar- 
ing will be made will be those authorized by the Agricultural Conser- 
vation Program Service. 

We urge you to give this request favorable consideration at the 
earliest possible time. 

Mr. Marsna.u. Do you have any comments that you wish to make, 
Secretary Peterson? 

Mr. Peterson. Only this, Mr. Chairman, and gentlemen of the com- 
mittee. This is an emergency program which has decreased in a large 
measure recently. The tillage practice payments under ACP to break 
the effect of wind damage in the drought area of the Great Plain has 
been one of the things which has kept the farmers out there in busines. 

We feel it has been both essential for that purpose and the basic 
re of erage land in the region. ; 

The moisture, as Mr. Ritchie points out in his statement, which 
came in late May now makes it pretty important that the land be 

gotten into cover looking toward the windy season which will come 
up late this fall and winter. These funds are intended for a con- 
tinuation of the program, which was developed last year, as long 
as it may be needed in that immediate region, the dust and drought 
area. 
UNUSED BALANCES UNDER THE 1954 ACP 


Mr. Wurrren. This committee has been very sympathetic with 
this problem. Through the years, we have tried to do what we could 
through the regular programs to meet it. 

What I am interested in here are these leftover funds of the ACP. 
What is the outlook, so far as leftover funds are concerned! 
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Mr. Rrroume. For the 1954 program, which is the latest com- 
pleted program, we know that we have at least $5 million and probably 
a substantial amount more. 

Mr. Wurrren. Does that come about because you tied so many 
strings on to it under this one-package deal, where a farmer has to 
do everything under the sun before he can participate in this program ? 

Mr. Rrrcue. I do not think so. 

Mr. Wuirren. We have in the record a copy of the regulations 
under the one-package plan. Has that been changed ? 

Mr. Rrrcume. We have included in the program for 1954, 1955, 
and 1956 the requirement that the farmer undertake to do whatever 
was necessary to solve the problem if we were going to help him 
on it. 

Mr. Wurrren. I recall when the administration came in it was 
going to stop dictation from Washington, but the Department of 
Agriculture has decided he had to do all of these things before you 
would help him. 

Mr. Rrrcute. We have tried to be'sure he did not waste his funds 
and that we did not waste program funds. 

Mr. Wurrtren. Those are the reasons; what did you do? 

Mr. Rrrcuim. We did the same thing under one practice that the 
farmer had to do otherwise under separate practices, that is; if 
he were going to have to establish permanent cover, he would have 
to fertilize the land, lime it in certain situations, and then seed it in 
order to get his cover established. 

Mr. Wurrren. That was not a directive from Washington; but it 
was strings from Washington, and he did not get the money unless 
he would do all of these things? 

Mr. Rrrcute. We asked him to do that. In order to be sure that he 
would do all of those things needed we put it into one package. 

Mr. Wuitren. You vail: “we are not going to give you the money 
unless you do what we ask you to do?” 

Mr. Rrrcum. We did that because we hoped what we were asking 
him to. do was about the minimum to do to be sure that he succeeded. 

Mr. Wuirren. As a result you had less and less participation in 
many sections of the country. 

Mr. Rrrcum, It may have been in part due to that. By dressing the 
package thing up so that he had to undertake it all 

Mr. WuiTren. Farm income has gone down so and costs have gone 
up so, that it has been hard to get farmers to spend their money, even 
though the Government was going to help with it. That is one of the 
causes; is it not? 

Mr. Rircute. That is correct. It was difficult to get farmers to put 
their resources in it. 


PROPOSED CHANGES IN ACP PROGRAM 


Mr. Wurrren. We have the ACP program which you have de- 
scribed, and which the farmers have described to me, and they say there 
so much redtape involved in it and their income is such that they 
cannot handle it. What changes do you have to correct that situa- 
ion if it is now recognized ? 

Mr. Peterson. Mr. Chairman, may I comment on that a little? 

. Wurrren. Yes. 
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Mr. Pererson. I have been giving this matter some personal atten. 
tion. During the last few eae I attended the meetings of our ACP 
chairman and State administrative officers in both St. Paul and in 
Memphis where we had all of those people in. I have been at the 
State and county committee meeting in Georgia. I am scheduled also 
to attend a similar meeting in Tennessee next week. 

We are concerned that this program shall move forward and actu. 
ally encourage and contribute toward better land use practices and 
toward conservation of the land and in that manner assist the farmers 
and the ranchers to use it and to benefit themselves and the country. 

There have been some changes of personnel in both the State and 
county committees. There was, and is, on the part of the committee q 
considerable preoccupation with the stabilization program operations, 
You recall the ACP program is also administered through the stabili- 
zation committees. We find quite a variation in the attention the com- 
mittees were giving to this program throughout the States. 

We think that by working with those committees, as we are doing 
more intensively now, that we will get an increasing participation in 
the ACP program. 

Furthermore, this year, or for 1956, we have authorized an in- 
crease in the percentage of cost share on certain practices, such as 
seeding where the returns from seeding will not come to the farmer 
or rancher for 2 or more years after the seeding is done. 

In addition to that, we have also changed the cover crop practice 
in the humid area where we will now participate in the full amount 
of cover crop seeded to the extent of half the cost of the seed and 
fertilizer required where fertilizer is required. 

Mr. Wuirten. I do want to say again, Mr. Peterson, for the record 
that I personally appreciate your approach to these problems. I 
hope you will excuse me when I am skeptical sometimes about other 
things that have gone on. I have been in the fight continuously where 
the administration was trying to reduce the amount of money for 
ACP, and this committee has had to offer amendments to restore the 
funds. We did it this year, last year, and we have done it almost 
every year. It means that Mr. Benson, and Mr. Eisenhower to some 
extent, do not have the same confidence in these programs that some 
of us have had. We have not given proper attention to soil conserva- 
tion and the ACP programs, and we turn around, in my judgment, 
and are now faced with spending many times more money in doing 
something that was partly the farmers’ fault, but which we have 
aggravated by dragging our feet in the very areas that we have to 
handle now on an emergency basis. And anything which is handled 
that way is more expensive. 

Mr. Pererson. I agree that the conservation efforts, as carried on 
under this program and under soil conservation and the contributions 
that both research and education are making toward conservation are 
all important, and are part of one package. I can give you assurance 
that the Department is giving close attention to this ACP program. 

We are taking the position that it is a conservation program and 
not a program designed to supplement the farmers’ income. I am 
sure that you are in accord with that. 

Mr. Wuirtten. Yes. 
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Mr. Pererson. The immediate program which is under discussion 
here arises because of the winds and continuing drought. Admit- 
tedly, I think all of us would like to see the conservation program 
move faster in that area. 

I personally went over some of the watershed work in Nebraska, 
Kansas, and Oklahoma just a few weeks ago. I could see by contrast 
the work that had been done on the small watersheds, contrasted with 
locations where work had not been done, during the rains which 
occurred while I was there. It took only one demonstration to show 
that this work has great significance to the farmers and to the Nation, 
and I can give you assurance that we are giving close attention to this 
ACP program in relation to our conservation efforts. 

Mr. WurrrENn. You and I are in thorough accord that ACP is not to 
supplement the farmers’ income. It never was, and it should not be, 
and I never would have supported it on that basis. Since it is not, we 
should not try to make it one by limiting the amount of help we will 
give in the way of participation. We should not defeat our purpose 
by holding the Federal contribution so low as not to get the work 
done. 

Mr. Pererson. Yes; that is correct. 

Mr. Wutrren. If you say we are not going to pay over 20 or 25 per- 
cent of the cost, then you are saying it is a supplemental thing; but the 
objective is to get the work done. 

Mr. Marsuauti. Will the chairman yield ? 

Mr. Wuirren. Yes. 

Mr. Marsnaty. During the time you were carrying out the informa- 
tion to the farmers there were many counties where the community 
committeemen were never called together to explain the change in 
practices for the ACP program. That has been corrected now, as I 
understand it. You are bringing your community committeemen into 
the picture now ? 

Mr. Peterson. Yes; we are trying to move in that direction, Mr. 
Marshall. I cannot give you present assurances that we are getting 
to every one of the county committees, but we are moving in that 
direction. I have been before one State convention and will be be- 
fore another one soon. We are planning to get our people together 
so that, as far as possible, these county committees and administrative 
officers can understand the program so they can explain it to the 
farmers in an understandable manner. 

Mr. Marsuaty. I am not saying, Mr. Secretary, that I am holding 
you in any way responsible, or being critical in any way of your 
ellorts, but prior to your taking over your position I think that was 
‘glaring example of a failure to try to inform the people to whom the 
farmer naturally looked for information, as to how he would carry on 
his soil conservation program. 

Mr. Pererson. I agree; it is important to explain to farmers in 
language that is understandable to them about what the provisions 
are, and what they are required to do is essential to getting this pro- 
gram to work as it should work. 

Mr. Marsuary. Actually it cannot work any other way, can it? 

Mr. Prrerson, No, sir; not as I see it, Mr. Marshall. 

63859—_55——_36 
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Mr. Wurrren. Mr. Ritchie, I told Under Secretary Morse earlio; 
today when we were discussing the fact that 1,500,000 farmers make 
less than $1,000 a year, that the real relief is going to come from per. 
mitting the farmer.to go ahead and increase his production. A ftey 
all, his income is price times his volume of production, less his cost 
of production. The Department has recommended increasing his cost 
by increasing the minimum wage, and has changed parity by decreas. 
ing the price. I tried to point out that, by holding American prod. 
ucts off competitive world markets we have drastically reduced his 
volume. Mr. Morse comes before us with recommendations after he 
has been in office almost 214 years. He now recommends strengthen- 
ing the Farmers’ Home Administration, soil conservation work, and 
extension and research. I told him if he had just read Carl Ander. 
sen’s, Fred Marshall’s, Bill Natcher’s and my speeches the first month 
he was in office, he would have saved all of this study, because that is 
what we were fighting for all the time. 

When can we expect some change in this package deal on ACP? 

Mr. Rircute. We have made a further modification so that the 
farmer, where he can only undertake a part of the work in one year will 
start in and get as far as he can go that year and then we will help in 
progressive steps to finish it up. Before that the problem of the pack- 
age deal was that the farmer looked at the tremendous job that he had 
to do to meet a conservation problem on a piece of land, and sometimes 
it scared him away entirely. We are working on the basis of step- 
by-step progress, but still we want to be sure we get the thing solved 
because we do not want him to put in his money and get halfway 
through with it and stop with it no better than it was when we 
started. 

Mr. Wurrren. Are there any questions ? 

If not, Mr. Wheeler has a further statement to present to the con- 
mittee. 


Untrorm ALLOWANCES 


Mr. Wueeter. Mr. Chairman, with your permission, I would like 
to call the attention of the committee to House Document No. 18, 
dated June 15, 1955, which includes a proposed provision that would 
make certain funds of the various departments and agencies avail- 
able in fiscal year 1956 for payment of uniform allowances in accord- 
ance with the Uniform Allowance Act of September 1, 1954, as recently 
amended by Public Law 37, approved May 13, 1955. I have an ex- 
planation of the proposed provision as it relates to the Department 
of Agriculture which can be placed in the record, if desired. 

Mr. Wurrren. We will place the explanation in the record at this 
point. 

' (The material referred to is as follows :) 


UNITED States DEPARTMENT OF AGRICULTURE 


(H. Doe. 185) 


House Document No. 185, dated June 15, 1955, contains the following proposed 
language : 

“Sec. —. The following appropriations and funds available to the deport 
ments and agencies, for the fiscal year 1956, shall be available for uniforms 
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allowances therefor, as authorized by the act of September 1, 1954, as amended 
(68 Stat. 1114 and 69 Stat. 49): 


¢ * * * . 


Department of Agriculture: 
“ ‘Office of the Secretary ; 
“Commodity Credit Corporation: ‘Limitation on administrative ea- 
9 299 


penses’ ; 
* % 


EXPLANATION OF LANGUAGE 


The act of September 1, 1954, authorized appropriations for furnishing of 
uniforms, or allowances therefor, to employees who were required by regula- 
tions in existence on September 1, 1954, or by law to wear prescribed uniforms 
in the performance of official duties. Public Law 37, approved May 13, 1955, 
deleted the requirement that the regulations must have existed on September 
1, 1954. 

In the past, 5 nurses, 1 health unit attendant, and 2 chauffeurs of the Office of 
the Secretary, and 1 nurse in the Chieago commodity stabilization office have 
worn uniforms. This is the customary practice for persons in such positions, 
although regulations requiring uniforms to be worn had not been issued. Regu- 
lations are being developed which will require uniforms to be worn in these 
cases. It is also contemplated that one nurse will be employed in the Cincinnati, 
Ohio, commodity office. 

The above language would make the 1956 appropriation for the Office of the 
Secretary and the Commodity Credit Corporation administrative expense funds 
available for payment of uniform allowances to these employees. No addi- 
tional appropriations are required. 


Mr. Wurrren. Thank you, gentlemen. 
Mr. Pererson. Thank you, Mr. Chairman. 
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SUBCOMMITTEE ON DEPARTMENTS OF LABOR AND HEALTH, EDUCa- 
TION, AND WELFARE, AND RELATED AGENCIES APPROPRIA. 
TIONS 


JOHN E. FOGARTY, Rhode Island, Chairman 


ANTONIO M. FERNANDEZ, New Mexico JOHN TABER, New York 
Chairman for Related Independent T. MILLET HAND, New J ersey 
Agencies BEN F. JENSEN, Iowa 

HENDERSON LANHAM, Georgia 

WINFIELD K. DENTON, Indiana 


Monpay, June 27, 1955, 


DEPARTMENT OF LABOR 
Bureau oF EMPLOYMENT SECURITY 
Mexican Farm Lasor Program 


WITNESSES 


ROBERT C. GOODWIN, DIRECTOR 

E. L. KEENAN, DEPUTY DIRECTOR 

DON LARIN, CHIEF, FARM PLACEMENT SERVICE 

GERALD A. FOSTER, ASSISTANT CHIEF, BUDGET AND MANAGE. 
MENT SERVICE 

GARSON YAFFEE, BUDGET EXAMINER, ESTIMATES AND EXPENDI- 
TURES DIVISION 

JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY 


Mr. Fogarty. The committee will come to order. 

The committee has before it this afternoon the Department of Labor 
and we have Mr. Goodwin, Director of the Bureau of Employment Se- 
curity for the Department of Labor, who will justify the supplemental 
request for the Mexican farm labor program. 

The official request by the Director of the Bureau of the Budget for 
this supplemental will be made a part of the record at this point. 

(The information referred to follows:) 


“BUREAU OF EMPLOYMENT SECURITY 
“SALARIES AND EXPENSES, MEXICAN FARM LABOR PROGRAM 


“For an additional amount for “Salaries and expenses, Mexican farm labor 
program”, $650,000: Provided, That this amount shall be available only upon 
enactment into law of H. R. 3822, eighty-fourth Congress, first session, or similar 
legislation, extending authority for the importation of Mewican agricultural 
workers to June 30, 1956.” 

On May 24, 1955, the House Committee on Agriculture favorably reported 
H. R. 3822 (Rept. No. 625) to amend title V of the Agricultural Act of 1949, 
as amended. This bill would extend authority for importation of Mexican agr!- 
cultural workers from December 31, 1955, to June 30, 1959. If this or similar 
legislation is enacted, additional funds will be needed to administer the progral 
during the second 6 months of fiscal year 1956. 

I recommend that the foregoing proposed supplemental appropriations be trals- 
mitted to the Congress. 

Respectfully yours, 
ROWLAND HUGHES, 
Director of the Bureau of the Budget. 
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GENERAL STATEMENT 


Mr. Foearty. Do you have a statement that you want to make ¢ 

Mr. Goopw1n. A very brief statement, Mr. Chairman. 

Mr. Fogarty. You may proceed. 

Mr. Goopwin. There have been no substantial changes in the Mexi- 
can farm labor program since I appeared before you in early Febru- 
ary of this year and our expectations for 1956 are the same as I 
described at that time. 

Since it is now anticipated that legislation extending the Mexican 
farm labor program beyond December 31, 1955, will be approved, we 
are requesting $650,000 for its operation for the period January 1 to 
June 30, 1956. This is the amount that was included in our original 
request for 1956 as proposed for later transmission, This amount, 
along with $100,000 marked for liquidation purposes in what was 
previously approved by the House, would give us a total of $750,000 
for the last half of the year. 

Our estimated obligations for the last 6 months of 1956 are $73,000 
less than the costs for the comparable period for 1955. When we pre- 
pared our original estimates last fall for the full year of 1956, includ- 
ing the $650,000 for the second 6 months, we did not fully anticipate 
our rate of obligations for the second 6 months of 1955, which is run- 
ning at a rate of $823,000. 

Rather than request an increase to this amount for the second 6 
months of 1956, we will attempt through economies to stay within our 
original estimate of $650,000. 

The largest single economy will be a reduction in the amount of 
temporary staff we have had in the reception centers who have been 
auditing records to determine the amount owed the United States 
Government by individual employers for the failure of their con- 
tract workers to return to Mexico. 

Section 502 of Public Law 78 requires that the Department collect 
from employers an amount equal to the normal cost of returning these 
workers to Mexico. There has been a substantial backlog in this activ- 
ity but we are hopeful that it will be reasonably current by January 
of 1956, thus making this reduction in personnel possible. 

The balance of the reduction will be made through proportionate 
economies in other parts of the program, after excluding certain areas 
such as the reception and migration centers where we feel no further 
cuts can be made. 

That is about the story. We went into considerable detail, as you 
will recall, as to what was involved in the program when we were 
before your committee previously. These are the only modifications 
of that story now. 


STATUS OF AUTHORIZING LEGISLATION 


Mr. Fogarry. As I understand it, Mr. Goodwin, this law expires at 
the end of this calendar year, December 31, 1955. 
Mr. Goopwrn. That is right. 


= Focarty. The Agriculture Committee has already reported out 
a bill ? 


Mr. Goopwin. Yes, sir. 
Mr. Fogarty. And itis awaiting action by the House? 
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Mr. Goopwin. That is right, sir. 

Mr. Fogarty. Which may come sometime this week or next, ag | 
understand it. 

Mr. Goopwin. Yes. 

Mr. Focarry. Which would extend the program how long? 

Mr. Goopwin. The recommendation is that we extend the program 
three and a half years. 

Mr. Fogarty. So your request is to provide for this program for 
the full year. We have already passed a bill including funds for the 
first 6 months. 

Mr. Goopwin. That is right. 

Mr. Foearty. This $650,000 will make your annual appropriation 
about $73,000 less than you had available last year ? 

Mr. Goopwin. For the second 6 months. 

Mr. Fogarty. For the second 6 months. 

Mr. Goopwin. The $650,000 would have added to it the $100,000 
which you have already acted upon to be used for liquidation in case 
the program is discontinued. so there would be $750,000 for the.last 6 
months of the year and that is $73,000 less than our obligations'for the 
6 months we are now in. 

Mr. Foaarrty. I see, the one ending this week ¢ 

Mr. Goopwin. Yes. 

Mr. Fogarty. Are there any changes in this law or agreement that 
makes any substantial difference in the program ¢ 

Mr. Goopwrn. The way the report came up from the House Agri- 
culture Committee, there are some changes. ‘They are designed to 
obtain a tightening up on a determination as to whether domestic 
workers are available, No. 1; and, No. 2, a tightening up on the deter- 
mination of the prevailing wage; in other words, to make sure that the 
prevailing wage is being paid and to make sure that no domestic work- 
ers are available. 

If that language is in the bill as finally passed, it will require some 
additional activity on our part. 

I think our feeling is that if you act favorably on the request, that 
we probably can fulfill the requirements of the law but it does empha- 
size the need of our not having any reduction in the request if we are 
to carry out these new provisions of the law. 

Mr. Focarry. Mr. Fernandez? 

Mr. FernanpeEz. No questions. 

Mr. Fogarty. Mr. Hand? 

Mr. Hann. Does the pending legislation have those items in it to 
which you just referred, and which might require those additional 
activities on your part? 

Mr. Goopwin. That is in the bill as the committee reported it out. 

That is right, is it not, Mr. Larin ? 

Mr. Larin. Yes. 

Mr. Hanp. Is any language necessary to make the $100,000 hereto- 
fore planned for liquidation expenses available? 

Mr. Goopwin. That was provided in the language of the spt S 
tion as you reported it out and the House passed it for the first 6 
months. 

Mr. Hanp. Thank you, Mr. Chairman. 

Mr. Fogarty. Thank you very much, Mr. Goodwin. 

‘Mr. Goopwin. Thank-you,gentlemen. 
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Wacr-Hour Division AND OFFICE OF THE SOLICITOR 


WITNESSES 


STUART ROTHMAN, FOR THE OFFICE OF THE ADMINISTRATOR 
AND AS SOLICITOR OF LABOR 

JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY OF 
LABOR 

WILLIAM B. GROGAN, ACTING DEPUTY ADMINISTRATOR 

JOHN C. FRASER, ASSISTANT ADMINISTRATOR 

HARRY WEISS, ASSISTANT ADMINISTRATOR 

HAROLD C. NYSTROM, ASSISTANT SOLICITOR, DIVISION OF LEGISLA- 
TION, BUREAU SERVICE AND TRIAL EXAMINING 

JAMES J. DINNENY, ADMINISTRATIVE OFFICER 


Mr. Focarry. The committee now has before it the Office of the 
Solicitor and the Wage and Hour Division of the Department of 
Labor. 

Mr. Rothman, I understand you are to justify these two requests, 
your. own office and that of.the Wage and Hour Division; is ‘that 
correct 

Mr. RoruoMan. Yes, Mr. Chairman. 


REASON FOR REQUEST 


Mr. Focarry. As I understand it, this is a supplemental request 
based on the premise that the new minimum wage law will be passed 
before we adjourn this session of Congress; is that correct ? 


Mr. Roruman. Yes. 

Mr, Fogarty. Itis based on how much ? 

Mr. Roruman. It is based on $1.8 million for the Wage and Hour 
Division and $137,500 for the Solicitor’s Office. 

Mr. Fogarty. You have a request of $200,000? 

~ Roraman. We have adjusted that request for the 8-month 
period. 

Mr. Fogarty. Before we go into those details we will put in the 
record the formal request of the Director of the Bureau of the Budget, 
for these two items. 

(The information referred to follows :) 


EstTIMATE No, 58, 84tTH CONGRESS, FIRST SESSION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 27, 1955. 
The PRESIDENT, 


The White House. 
Siz: I have the honor to submit herewith for your consideration proposed sup- 


plemental appropriations for the fiscal year 1956 in the amount of $2,650,000 for 
the Department of Labor, as follows : 
DEPARTMENT OF LABOR 
OFFICE OF THE SOLICITOR 
SALARIES AND EXPENSES 


“For. an additional ‘amount-for “Salaries and expenses’, $200,000.” 
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WAGE AND Hour DIVISION 


SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $1,800,000: Provided, 
That this amount, and the amount appropriated in this Act for ‘Salaries ang 
expenses, Office of the Solicitor’, shall be available only upon enactment into lay 
of S. 2168, Eighty-fourth Congress, first session, or similar legislation, increasing 
the minimum wage.” 

On June 8, 1955, the Senate passed 8. 2168, which would amend the Fair Labor 
Standards Act by increasing the minimum wage. The House Committee oy 
Education and Labor is now holding hearings on the bill. Should §,. 2168 or g 
similar bill be enacted, additional funds will be needed to enforce compliance 
with the increased rate. 

GENERAL STATEMENT 


Mr. Fogarty. Would you please proceed with your general state. 
ment Mr. Rothman / 

Mr. Roruman. I appreciate the opportunity to discuss with you 
the budgetary aspects of the proposed changes in the Fair Labor 
Standards Act now being considered by the Congress. 

I should first like to discuss the request of the Wage and Hour and 
Public Contracts Divisions. 

The approved appropriation for the Wage and Hour Division for 
fiscal year 1956 is in the amount of $6,162,000. The purpose of this 
supplemental estimate is to provide funds for additional stafling an 
other expenses that will come about as a result of increased responsibil- 
ities under the legislative revisions in the Fair Labor Standards Act 
now under consideration by the Congress. 

The total of the supplemental estimate is in the amount of $1,800,000, 
which will increase the total appropriation to the Wage and Hour 
Division to $7,962,000. 

The estimate has been developed on an annual program basis. Pro- 
vision for personal services and travel expenditures is based on rates 
currently in effect. 

It is recognized that, as a result of delays in the enactment of the 
final legislation and the establishment of an effective date at some time 
in the future, savings will accrue from the amounts proposed in the 
budget estimate. It is suggested that the amount of such savings cai 
best be worked out at a later date when we have more definitive 11- 
formation with respect to the legislation as it is finally enacted. 

I wish to take this opportunity, however, to request that we be per- 
mitted to divert some of these savings to defray the cost of nonre 
curring items of expenditure that will be necessary during the 1% 
fiscal year. 

A list of such items, together with the estimated cost thereof and 
an explanation as to their need, is submitted as a supplemental state- 
ment to the budget estimate. 

The budget estimate is predicated on a revision in the minimun 
wage level from 75 cents an hour to 90 cents an hour. No change 's 
contemplated in these estimates in the coverage provision of the lav, 
although I hope that the Congress at an early time does expand the 
coverage. : 

The effect of a change to a minimum-wage level higher than ‘ 
cents or any other changes in the provisions of the law or express ad- 
ministrative requirements similar to those approved by the Senat’ 





pl 
P 


ided, 

and 
) law 
Asing 


abor 
e OD 
ora 


lance 


tate- 


you 
abor 


and 


1 for 
this 
and 
sibil- 
; Act 


000), 
Hour 


Pro- 


rates 


f the 
time 
n the 
Ss cal 
re I- 


, per: 
onre- 
1956 


f and 
state- 


mum- 
nge Is 
> law, 


id the 


an 
SS ad- 


enat? 


vill require a much more extensive revision in our budget estimate 
over that contemplated in this budget submission. 

The primary changes that we feel are necessary in the light of the 
proposed legislation are as follows: 

(a) Increase in the level of the compliance and enforcement 
program. 

(6) Substantial expansion in learner program acitivities. 

(c) Need for further increase in the Puerto Rican wage order 
program. 

(d) Establishment of a research project to study the effects of 
the revised minimum wage. 

I would like to comment briefly on these changes. 

Promotion of compliance and enforcement—Immediately after 
enactment of the revised legislation, we will undertake a program 
designed to acquaint employers, employees, and other interested 
groups of the changes that have been made in the basic legislation. 
This will be done through extensive use of the usual lines of public 
information media, including the press, radio, and television, trade 
journals, et cetera. 

We also propose to transmit informational material directly to all 
establishments that are known to be covered by the law. 

The present enforcement program of the Division contemplates a 
level of approximately 40,000 investigations annually. 

It has been estimated that approximately 1,300,000 employees in 
establishments subject to the coverage of the law are presently being 
paid less than 90 cents an hour. 

It is proposed to increase the level of the investigation program so 
that We may investigate approximately 25 percent of the establish- 
ments in industries where there is reason to believe there would be « 
substantial impact as a result of the revised minimum wage level. 
The net increase in the number of investigations provided for in these 
estimates would be approximately 12,000 and the number of addi- 
tional investigators that would be required would be 174. 

Further details with respect to the development of the investigation 
program and the staffing requirements necessary to carry out the 
program are reflected in the budget estimate under “Activity I; 
Promotion of compliance and enforcement.” 

Expansion in the learner program.—This activity is concerned with 
the administration of section 14 of the Fair Labor Standards Act. 

An increase in the minimum wage will make it necessary to review 
and revise all of the industry regulations governing sub-minimum 
Wage rates. In addition, it has been our experience that in the period 
of adjustment following an increase in the minimum wage a great 
llany employers find it necessary to request authority to employ 
earners at rates below the minimum. 

In 1950 the volume of applications received was at a level of ap- 
proximately sixty-five hundred per year. 

Since the impact of the presently proposed increase in the minimum 
wage to 90 cents has been estimated to be about the same as the impact 
of the increase in 1949, the workload estimates for processing applica- 
lions for learner certificates is based on our 1950 experience. 

Further explanation of this item and the relations to staffing is 
‘overed in the budget estimate under “Activity IL: Wage standards 
and determinations.” 





568 


Further increase in the Puerto Rican wage-order program.—Ap. 
proval was given by the Congress to our request for an increase in our 
regular appropriation estimate for omen this program so that 
we could convene three industry committees during fiscal year 195¢ 
rather than one which had been convened in fiscal year 1955. It was 
indicated at that time that this level of industry committee activity 
would enable the Division to review the rates in all industries jp 
Puerto Rico oman average of about onceevery 4 years. 

In the light of an increase in the minimum wage to 90 cents an 
hour, we feel that this program should be further expanded without 
delay. The budget estimate therefore provides for increasing the pro- 
gram to permit the convening of six industry committees this year and 
to continue this level of program on a regular basis. This will make 
it possible to insure that the rates of all industries in Puerto Rico will 
be reviewed not less than once every 2 years. 

Details of the staffing requirements under this program are covered 
in the estimate under “Activity II, wage standards and determina- 
tions.’ 

Study of minimum-wage effects —After passage of the 1949 amend- 
ments, a research program was initiated to study the effects of the in- 
crease in the minimum wage to 75 cents. 

Although this study was curtailed from its original broad scope 
because of the Korean conflict, it nevertheless has proved to be of u- 
estimable value for administrative purposes and for reference purposes 
during the hearings and studies by both Houses of Congress in the con- 
sideration of the present proposed revision of this legislation. 

It is our feeling that a similar project should be formulated and that 
a study should be initiated immediately after the effective date of the 
revised legislation so that we and the Congress may have information 
in the future as to the effects of the increased wage. 

Further explanation of this proposed program and stafling require- 
ments is set forth in the budget estimate under “Activity I, promotion 
of compliance and enforcement.” 

I have attempted to enumerate briefly the major changes on which 
this supplemental budget request is based. 

More detailed information concerning these items is included in the 
various tables in the budget estimate. 

With respect to the Office of the Solicitor, I shall not take the time 
of your subcommittee with a repetition of the information contained 
in the justification material which you have before you. 

I shall be glad to answer any questions that you may have on it. I 
do want to make it clear, however, that our estimates and justification 
are based on an increase by the Congress in the minimum wage from 
75 to 90 cents an hour, as proposed by President Eisenhower. 

The Department of Labor’s studies show that the impact on low. 
wage industry segments.and areas of a minimum wage higher than 
cents would be much greater. 

The adoption of a higher minimum-wage rate, therefore, would re- 
quire a revision of our estimates as to what would be needed by the 
Wage-Hour Division and the Solicitor’s Office for an effective pro 
gram of administration and enforcement of the revised act. 

I think I should also point out that any special provisions for Puerto 
Rico and the Virgin Islands, such as are contained in the bill passed 
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Ly the Senate, would also increase the requirements for legal services. 

‘Our estimates with respect to Puerto Rico wage order legal work 
are based on the ordinary and necessary legal services to the industry 
committees and the Secretary of Labor which would be required under 
the 6-committee, 2-year program proposed by the Wage-Hour Divi- 
sion: if review of all rates each year instead of every 2 years and the 
issuance of additional mandatory wage orders at certain periods is 
required, as'the Senate bill provides, there will be a proportional rise 
in the volume of legal work required. 

On a fiscal-year basis, our request for 34 positions would require be- 
tween 11 and 12 percent of the amount of funds requested by the Wage 
and Hour Division to meet the situation created by adoption of a 90- 
cent minimum wage. This percentage is, I believe, in line with the 
cyst relationships between the wage-hour program and the legal serv- 
es for the program which will be recognized by committee members 
as normal, 

The division of the 34 positions between Washington and the field 
takes account of the proportion of the new legal work which will have 
to be performed-at each level. It assigns to the field the number of 
attorneys Which the existing relationships between the number of 
wage-hour investigations and the number of legal referrals indicate 
will be required to handle the accelerated legal workload generated by 
the proposed additional investigations. 

The request of the Office of the Solicitor in the amount of $137,500 
is based on the 8 months’ period beginning November 1, 1955, on the 
assumption that it would take a few months before the new program 
would go into effect and the legal services would not all be required 
until the investigation program and educational program move into 
effect. 

For this reason, while on an annual basis of 12 months the amount 
requested was $200,000, for the 8-month period it would be $137,500. 

| should be very happy to answer any questions that you may have 
and I will appreciate the opportunity to refer some of the questions 
tomembers of the staff who may be familiar with the problems. 


PROBABLE EFFECTIVE DATE OF LEGISLATION 


_ Mr. Focarry. The last time that the minimum wages were raised 
in this country was in 1949? 

Mr. RorumMan. Effective beginning 1950. 

Mr. Fogarty. When they were raised from 40 cents an hour to 75 
cents an hour ? 

Mr. Roruman. Yes. 

Mr. Fogarty. How long after the bill was passed and signed by 
the President did this minimum wage take effect / 
ie Roraman. Mr. Nystrom, could you tell us when that took 
elect ¢ 

Mr. Nysrrom. The bill, I think, was passed in October. I believe it 
was 90 days. It was the 25th of January that the act took effect. 

Mr. Fogarty. So after the bill was passed, it was 90 days before 
the law went into effect 2 

Mr. Nystrom. That is my recollection, that it was that period. 

Mr. Focarry. What is anticipated in this one? 
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Mr. Nystrom. The Senate passed a bill with a January 1 date. 

Mr. Fogarty. I see. 

Mr. Roruman. I may add that the bill considered by the House at 
this time has a January 1 date in it. 

Mr. Fogarty. So, in all probability, this law if passed will not 
take effect until January 1? 

Mr. Roruman. Yes. 

Mr. Foearry. Is this request based on a full year of operation under 
the new law ? 

Mr. Roruman. The request for the Wage and Hour Division js 
based upon a full year but it is recognized that there will be some lapses 
and we have requested the opportunity in the Wage and Hour Divi- 
sion to use the lapses for certain nonrecurrent expenses. 

In order to gear up the enforcement and administration programs, 
parts of them, including education and promotional work, it is appar- 
ent, must start some months prior to the effective date of the amend- 
ment. It will be necessary for the staff to be recruited and available 
and on the job. 

In the Solicitor’s office, we have estimated our problem, the prob- 
lem there, to be an 8-month period beginning November 1, but I be- 
lieve the Wage and Hour Division must start their program at an 
earlier time. 

Mr. Fraser, would you have some comment ? 

Mr. Fraser. In the 1949 amendments, Mr. Chairman, immedii- 
ately after enactment of the legislation in October, we started to 
recruit and appoint staff, particularly in the national office. We had 
at that time already started examinations for field personnel, but we 
could not actually appoint field personnel because we did not have 
authority budgetwise. We got budget authority to hire people in the 
national office to work on administrative aspects of the new legisla- 
tion immediately after enactment, and we hired people as early as 
November. 

Mr. Focarry. Almost 3 months ahead ? 

Mr. Fraser. Almost 3 months ahead, immediately after enactment. 


COMPARISON OF STAFFING WITH PREVIOUS YEARS 


Mr. Focarry. How many employees did you have in the Wage 
and Hour Division in 1950 when the last increase in minimum wages 
took effect and how many will you have if you get this amount of 
money ? 

Mr. Fraser. In the first fiscal year, we had a gradual accession but 
at the beginning of the next fiscal year there were 1,821 approved po- 
sitions in the Division. 

If this supplemental budget is approved, we will have 1,326. 

Mr. Focarry. If you get all of this supplemental, $1.8 million, ! 
amounts to how many positions? 

Mr. Fraser. 311. 

Mr. Fogarty. 311. So you will still have around 500 less than you 
had in 1951? ie 

Mr. Fraser. Approximately. It would be a little less than 500; 10 
other words, 1,326 as compared to 1,821. 
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Mr. Focarry. When this law was changed in 1949, how many addi- 
tional positions did you receive because of the minimum wages being 
raised from 40 to 75 cents an hour ? 

Mr. Fraser. I do not recall the exact figure that we requested but 
the figure approved by Congress was 1,821 positions. 

Mr. Focarry. I meant because of the impact of the new law, how 
many additional positions did you get, as a comparison with the 311 
additional you are requesting this time ? 

Mr. Fraser. In 1950 we had a total of 1,253 approved positions, but 
some of these were positions I just spoke of before that came on im- 
mediately after enactment, so the comparable figure to it would be 
1.110 which we had in 1949 prior to the legislative amendments. 

Mr. Fogarty. In 1950 is when you had the full increase? 

Mr. Fraser. No; it was during fiscal year 1950 that the legislation 
was enacted but we had a supplemental budget that was not approved 
until along in the latter part of May or early June and the 1951 
budget was the one that had the first full showing of the jobs. 

Mr. Focarry. I see. 

Mr. Fraser. The supplemental was in anticipation of getting on 
the full annual year basis. 

Mr. Focarry. You are requesting 311 positions now in the Wage 
and Hour Division because of the expectation that the law will be 
passed raising minimum wages from 75 cents to 90 cents. 

How many positions did you receive in 1950 when it was last raised 
from 40 cents to 75 cents, to get some comparison with these 311 you 
are asking for today ? 

Mr. Fraser. There were 700, roughly, increase in 1950-51. 

Mr. Focarry. Compared with 311? 

Mr. Fraser. Compared with 311 today. 

Mr, Focarry. That would be about one-half; you are asking about 
one-half as many today as you did in 1950 and 1951? 

Mr, Fraser. That is correct. 


EFFECT OF INCREASING MINIMUM TO $1 


_ Mr. Foearry. What will happen if this bill passes with $1 an hour 
instead of 90 cents an hour ? 

Mr. Fraser. Well, we have discussed it just in general terms but 
we do not have specific information. We do know that the impact 
at $1 is considerably greater that there would be more employees and 
nore establishments directly affected. 

Chere would probably be greater need to have an even more ex- 
panded program on Puerto Rico; for example, the Senate bill calls 
for review of all rates every calendar year. There is a requirement 
in the Senate bill that an annual report be made on the minimum 
wage as to its effect, and it brings into play other things, including 
astudy of productivity. This would call for a larger study on mini- 
mun-wage effects. 

The program on learners would be much more substantial at $1 
than it would be at 90 cents. I do not have any specific information 
’s to what it would cost but it would be substantially greater than 
what we are presenting here today. 

Mr. Focarry. Mr. Fernandez? 





CHANGES IN COVERAGE BY 1949 AMENDMENTS 


Mr. Fernanpez. Were there any industries covered by the amend. 
ments in 1949 that were not already covered by the law at that time? 

Mr. Weiss. I think perhaps the best answer to that is that on the 
net there was a reduction in coverage. There were some increases and 
some decreases. On the whole, the decreases were greater than the 
increases in coverage in the 1949 amendments. 

Mr. Fernanpez. There were no additional] industries covered that 
were not already covered by the law at that time? 

Mr. Weiss. That is correct, but at the.same.time certain industries 
were taken out also. 


CIIANGES IN COVERAGE. BY PROSPECTIVE LEGISLATION 


Mr. Fernanpez. Does the bill, now being considered, cover any 
industries except those covered at the present time? 

Mr. Fraser. No changes are proposed so far. 

Mr. Fernanvez. You are asking for an increase of virtually 30 per- 
cent and I just do not understand why that is necessary. Surely that 
change from 75 cents to $1 does not increase your load that much, 30 
percent ? 

Mr. Fraser. 75 to 90, you mean, sir? 

Mr. Fernanpvez. Or $1, whichever it will be. The same people are 
covered, the same industries are covered, and no expansion in industry! 

Mr. Wess. I think you should consider that there are people now 
paying 75 cents per hour who are in compliance but we estimate that 
there are 1,300,000 workers scattered throughout the country being 
paid less than 90 cents and it will be our task to get those up to $1 
through education of the employers, to 90 cents, I should say. 

Mr. Fernanpvez. That is all, Mr. Chairman. 

Mr. Focarry. Mr. Hand? 


CALCULATION OF INCREASED WORKER COVERAGE 


Mr. Hanp. How did you arrive at that estimate; not in detail of 
course, but broadly speaking? How did you arrive at the estimate that 
there would be 1,300,000 additional workers covered 

Mr. Weiss. We have had the Bureau of Labor Statistics, in anticipa- 
tion of developments, make a survey of all manufacturing industries 
covered by the law. 

Mr. Hann. By questionnaire, or what? 

Mr. Weiss. They did it by various devices of their own, in some 
cases special surveys and in other cases existing data and they gave us 
tabulations showing the number of workers earning 75 to 80 cents, 80 
to 85 cents, and so on. 

Mr. Hann. How did they find out about it, did they have recours 
to the census? ' 

Mr. Weiss. I think they had information in some instances in thelr 
own files and in others they supplemented that information. | 

Mr. Roruman. Mr. Weiss, did not the Bureau of Labor Statistic 
make a field survey as of April 1954? 
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Mr. Werss. They did it only in part to supplement existing infor- 
mation. Wherever they had recent data, they relied on their recent 


data. 
NUMBER OF INDUSTRIES AFFECTED 


Mr. Hann. With regard to the calculation made of the additional 
number of workers to be involved, which you calculate at 1,300,000, 
was there any estimate made as to the industries where the increases 
would- occur ¢ 

Mr. Weiss. We have made an estimate, by areas, that approximately 
105,000 establishments are in industries which are substantially af- 
fected. ‘There may be many more that will be affected to some degree. 

We used as a test of substantial that they were in a branch of an 
industry with at least 2U percent of workers below the minimum. We 
used that as an indication of the establishments that will be seriously 
affected by the new minimum. 

There may be many others that will be affected to a minor degree. 

Mr. Hann. How many establishments ? 

Mr. Weiss. 105,000. 

Mr. Hanp. Do you have any estimates or calculations based on the 
possibility of a higher minimum ? 

Mr. Weiss. We are beginning some work on that. We have not 
finished it. Weare doing some work on that now. 

Mr. Hanp. Would the difference between 90 cents and $1 be so 
significant in your workload as to make your present estimate of work- 
load unrealistic ? 

Mr. Weiss. We believe so. There woud be a great many that would 
not be affected at 90 cents who would be affected by a $1 minimum. 


CALCULATION OF SUPPLEMENTAL ESTIMATE 


Mr. Hanp. Mr. Rothman, I am like Mr. Fernandez, I am a little bit 
uncertain as to how you arrive at this. 

Undoubtedly there will be an increase in your workload and I would 
like to know how you arrive at as much of an increase as you now have 
estimated in connection with this request. I am referring to the whole 
program, the whole change in your program from 75 cents to the pro- 
jected 90 cents or higher. I would like to have a little more from you 
as to how that will so materially increase your workload. 

It is bound to have an effect but why will it have this much of an 
elect? Why will it require three-hundred-some people and what are 
you going to do with them ? 

Mr. Fernanpez. Thirty percent increase for less than a year. 

Mr. Roruman. If I may, I would like to refer the committee to 
hee A-9 of the supplemental budget estimate of the Wage and Hour 

Vision, 

(The material referred to follows :) 


PROMOTION OF COMPLIANCE AND ENFORCEMENT 


I PROPOSED CHANGES 
Information program 
The central information office of the Division is responsible for the technical 

eee and supervision of informational and educational programs and for 
* preparation of special articles for the press, radio, television, and trade 
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journals. Present staff allocation includes 2 technicians and 2 clerical employees, 
Request is made to provide 1 additional technician at GS-12. 

The field information program has 4 technicians, 3 of whom are required to 
cover 3 regions each. It is proposed that 3 additional technicians be authorizeg 
so that the present area assignments can be modified. 


II. Enforcement program 
(a) Increase in the investigation program is computed as follows: 


Estimated number of employes affected 

Estimated number of establishments in industries affected 
Estimated number of establishments employing 4 or more 
Estimated number of establishments employing less than 4 


Proposed number of investigations in industries substantially affected : 
25 percent of establishments employing 4 or more 
5 percent of establishments employing less than 4 


Total additional investigations 
Estimated number of investigations to be made in establishments in 
industries affected in base program 


Additional investigations to base program 
Present program level (481 investigators plus 16 investigators under 
State agreement) 


Estimated investigations (revised) 


Number of additional investigators required 
Federal 
State agreement 


It is estimated that these additional investigators will require an approximate 
25 percent increase in investigation time for the following reasons: 

(1) Relatively higher incidence of violations than in base program. 

(2) Based on previous experience it is expected that in the particular in- 
dustries where the impact is greatest we will find that the wage and hour records 
are inadequate. This results in greater work for the investigator. 

(3) Additional travel time will be necessary because the establishments are 
to a greater extent located in the more isolated spots. 

(4) Proportionately larger number of the establishments will be employing 
learners, thus requiring additional investigative tasks of determining compliance 
with terms of learner certificates. 

(b) Facilitating and other staff requirements in the field are as follows: 

Ten supervisory positions are provided to give necessary assistance in the re 
gional office in the supervision and direction of the investigation program. 

Sixteen supervisory positions are to provide direct supervision to the additional 
investigator staff. It is planned to assign the majority of these new supervisols 
to new or reopened office locations throughout the country. 

Fifty-four clerical positions have been provided. A ratio of 1 clerical type 
position to each 3 investigator positions. 

(c) National office staff positions to assist in this activity are as follows: 

Field operations 5; research and statistics, 4. 

(dq) Minimum wage effects study: 

The projected study will be made over a 2-year period and will be similar t 
the project planned, but only partially completed, to study the effects of the 7- 
cent minimum wage. The study will include occupational wage surveys of 12 
industries in limited areas, including collection of wage data during a period 
preceding the effective date of the minimum, a period several months after the 
effective date, and a period 1 year later. Ten community surveys will be made, 
including the collection of wage data for all workers of a sample of establish- 
ments of all industries. These surveys will be made by the Bureau of Labor 
Statistics, but will be planned jointly by the Bureau of Labor Statistics and the 
Division of Research and Statistics. The estimated amount needed for transfet 
to the Bureau of Labor Statistics is $125,000 during each of the 2 years. In addi- 
tion, interim studies of methods of adjustment used by several hundred sub- 
stantially affected plants, and followup studies of 100 discharged workers, will 
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ie made by the Division. For these studies, for planning work, and for prepara- 
tion of a Summary report, the following staff will be required : 1 economist GS-12, 
»onomists GS-11, and 2 economists GS-9, 

Mr. Roraman. You may note there that the estimated number of 
employees affected is 1,300,000, The estimated number of establish- 
ments affected is 105,000. The estimated number of establishments em- 
ploying 4 or more is 80,000, and those employing less than 4, 25,000. 

The proposed number of industry investigations of establishments 
substantially affected and which employ 4 or more workers amount 
to25 percent. 

Mr. Hanp. Does this law, as proposed, affect only industries employ- 
ing four or more ? 

Mr. Roraman. Oh, no. 

Mr. Hanp. Then what is the significance of that division between 
4and more ¢ 

Mr. Fraser. This is for planning purposes, Mr. Rothman. 

Mr. Roraman. I appreciate that it is but I think the significance 
is simply this, that in connection with investigations the possibilities 
of the number of workers affected by an increase in the minimum wage 
would be greater, of course, where the establishments employ more 
workers. There is some justification in having .more investigations 
where there are more workers than in some of the smaller 
establishments. 

Therefore, for planning purposes, it is indicated the Division plans 
for investigation 25 percent of establishments employing 4 or more. 

Mr. Hann. How does that affect your workload whether a plant 
employs 50, 100 or 150, assuming that the payroll is affected by this 
proposed increase? How does it affect your work as to whether the 
plant employs 50 people or 100 people ? 

Mr. Rormman. The number of establishments that are presently 
paying less than 90 cents is estimated at about 105,000. In connec- 
tion with an enforcement program, it would certainly be in order to 
examine those plants in which 


TYPE OF INVESTIGATIONS MADE 


Mr. Hawp. You mean fully examine their payrolls ? 

Mr. Roraman. Conduct the usual investigation. 

Mr. Hann. What is the usual investigation ? 

Mr. Roruman. May I refer to Mr. Fraser, who is concerned with 
he investigation work of the Department ? 
Mr. Fraser. The usual investigation contemplates, Mr. Hand, an 
bivestigator being assigned by a superior to go into an establishment. 
He normally starts by interviewing or talking to the owner of the es- 
ublishment or his designated representative. He shows his creden- 
ils, explains why he is there, tries to determine whether or not the 
tmployer has some understanding of the Fair Labor Standards Act, 
how it applies to his business. 

He asks for an opportunity to look at the records. He may, de- 

nding on his reaction to the records, or to his conference with the 
tmployer, decide that it would be worthwhile to discuss the records 


i some individual employees. To do this he may interview them 
In the plant. 


63859—55 37 
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Mr. Hanp. To check up on the boss? 

Mr. Fraser. He may do it inside or outside of the plant. 

Mr. Hanp. I do not need too many details on how this is done, byt 
would you contemplate the investigation and audit of the payroll to 
determine whether or not the X YZ company is in compliance? ~ 

Mr. Fraser. That is basically it. 

Mr. Hanp. Beyond talking to the management of the plant, you cer- 
tainly, if your suspicions were aroused, will check with individual 
employees to see how their statements jibe with the boss’? 

Mr. Fraser. That is correct. 

Mr. Hanp. With respect to these 105,000 establishments, to what 
extent would you do that—a given percentage or all of them ? 

Mr. Fraser. Yes, Mr. Rothman, if he had continued, would have 
indicated how many of them. 

All investigations, unless there is a specific complaint, all investiga- 
tions start with more or less of a spot check. We do not review or audit 
the complete payroll records. 


PERCENT OF PLANTS INVESTIGATED 


Mr. Hanp. Does it say in the table how many of the 105,000 plants 
you would propose to investigate ? 

Mr. Fraser. That is the next line Mr. Rothman was going to read; 
25 percent. 

Mr. Hann. Twenty-five percent ? 

Mr. Fraser. Twenty-five percent of the larger, and five percent of 
those less than four, which brings it to 21,250. 

Mr. Hanp. How did you arrive at the 25 percent figure? Is that 
the percent you have been doing in the past, or what ? 

Mr. Fraser. Our present level of investigations compared to total 
coverage amounts to approximately between 5 to 6 percent. The total 
number of covered establishments is roughly 800,000. We are mak- 
ing about 40,000 investigations a year ; that is about 5 percent. 

Mr. Hanp. Presently you are making an on-the-spot investigation 
of 5 percent of the establishments ? 

Mr. Fraser. That is correct. 

Mr. Hann. In this proposed increase, you propose to investigate 
about 25 percent ? 

Mr. Weiss. Just thisgroup. Not the total covered ? 

Mr. Hanp. But 25 percent of the group employing four or more! 

Mr. Fraser. Those affected substantially by the change in the lav. 

Mr. Weiss. You get a new minimum wage and you have the prob- 
lem of getting the industries adjusted to the new level and that is partly 
an educational problem. 

Mr. Focarry. You mean to acquaint the people with the fact that 
the law has been changed ? 

Mr. Weiss. Yes; you would be surprised to know how many vill 
not know it. 

Mr. Hanp. I would not be surprised if there were some that did 
not know but I would be greatly surprised if a large number did not 
know. 

Mr. Wetss. Many of these establishments are located in isolated 
areas such as sawmills in the South. 
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Mr. Hanp. You do not think those people are aware of what is 
oing on in connection with these proposals ¢ 

Mr. Wess. Our experience in 1950 was that it took several years 
of intense investigational work before it got around and before the 
new minimum was well established. cies 

Mr. Hanp. Do you propose to do all these investigations actually 
inthe plant and in the field ¢ 

Mr. Weiss. Yes, sir. 


POSSIBILITY OF HANDLING PART OF WORK BY QUESTION NAIRE 


Mr. Hanp. Are you not able to get any substantial information by 
sending out a questionnaire or requesting a statement, if necessary 
under oath, asking just what they are paying their people? 

Mr. Weiss. The field does send out a questionnaire sometimes in 
order to find out if there is coverage but not in checking to see if there 
is full compliance with the law; that has not been found very effective. 
It was tried out in 1938 and 1939, and on the whole it was unsuccessful 
in getting compliance. 

Mr. Hann. You are not trying that any more? 

Mr. Weiss. Except for the purpose of getting information on cov- 
erage. 

Mr, Hanp. How many of these plants would employ, let us say, 50 
ormore? Do you remember any figures on that ? 

Mr. Weiss. I do not have any with me, and I do not know whether 
they are available or not. 

Mr. Hanp. We could assume that it would be a very substantial 
number ¢ 

Mr. Wrtss. You have the total of 1,300,000 in these 105,000 estab- 
lishments and you can see what the average would be. 

Mr. Hann. Ten or twelve, something like that. 

Mr. Weiss. Yes. 

Mr. Hann. Many with 2 or 3? 

Mr. Weiss. That is right. 

_ Mr. Hanp. A plant involving 50 or more employees, we could assume 
inmost areas of the country would be unionized ? 

Mr. Wziss. I do not think so, not in these industries. A heavy per- 
centage would be in the South, Southwest and Southeast. 

Mr. Hann. They are not substantially unionized ? 

Mr. Weiss. That is correct. Even the plants in the North which 
are affected, processing agricultural commodities in small towns, in 
many cases they are not unionized either. 


INFORMATION PROGRAM 


Mr. Hanp. Tell me just: a little more, Mr. Rothman, about this 
information program, I suppose essentially that is to tell the people 
rhat the law is, is that it? 

Mr. Roruman. Yes, that is correct, and to take such measures in 
roviding them with such information as will assist them in coming 
nto compliance. 

Mr. Hann. All they have to do to come into compliance is to pay the 
ncreased level of wages, is it not ? 
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Mr. Roruman. That is correct, but I think that experience will show, 
in connection with the 1950 program, whenever the wages increased, 
those industries that are paying at the minimum, for example, pres-' 
ently 75 cents, will have many questions and many problems with 
respect to coverage. When it is difficult for them to adjust to the new 
minimum they raise many questions of all kinds with respect to 
enforcement problems, with respect to legal problems, to find out 
whether or not a certain number of their employees are covered. 

In addition, those companies have difficulty in adjusting to minimum 
rates, which results in great increase in the compliance problem as a 
result of the request of their employees to take action. 


LEARNER PROGRAM 


There will also be a substantial increase in requests for Jearners on 
the part of those industries that are having difficulty adjusting to the 
minimum. It is our intention to have those requests screened. 

Mr. Hanno. Why would that be greatly increased, Mr. Rothman’ 
Frankly, would that be a situation where there would be a real attempt 
at evading the minimum law by having certificates issued ? 

Mr. Roruman. I would not want to characterize it as such but if 
we can rely on the experience of 1950, it was pointed out that there 
were over 6,500 requests for learners’ certificates and employers may 
feel justified in asking for them and may do so. 

We may have had other experiences that Mr. Weiss may wish to 
comment upon. 

Mr. Weiss. It is perfectly legitimate under the law to ask for certifi- 
cates for learners and the handicapped. There is a special provision 
in the law relating to that. 

Back in 1950 it was used extensively and then, as 75 cents became 
the prevailing wage, they began to pay that. But now that the wage 
minium has been raised, we have had scores of letters from many of 
these industries that they would like to meet with us to revise regula- 
tions and set up our procedures for granting certificates again. They 
do not want to pay the new minimum for a brand new worker who has 
not had any training. 

Mr. Hanp. That isright. They are plainly not worth it. 

Mr. Weiss. That is right. So the law authorizes lower rates under 
certification and we fully expect that the workload will get up again 
at the work levels it was in 1950. 

Mr. Hanp. How much of your program is devoted, moneywise, to 
that ? 

Mr. Rornman. Mr. Fraser? 

Mr. Fraser. There is an increase of positions from 11 to 32. 

Mr. Hann. From 11 to 32? 

Mr. Fraser. That is right. 

Mr. Hanp. Is that principally a headquarters job? 

Mr. Wetss. Principally a headquarters job. 

Mr. Hanp. Does it involve anybody in the field ? 

Mr. Wriss. There may be some people in the field involved. Our 
apprentice work is decentralized and our handicapped program is 
decentralized, but the increase in field workload will not be large in 
any single office. 
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YAS) 
EFFECT OF PROSPECTIVE AMENDMENT ON WORKLOAD FOR FUTURE YEARS 


Mr. Hanp. One thing that I am concerned about, you used the state- 
ment, Mr. Rothman, that this was calculated on an annual basis. Do 
you not expect that this impact of increased workload will last a year 
or2 years and then will gradually taper off. 

Mr. Roruman. Our experience has shown that there seems to be a 
tapering off after the initial impact of the statute, but by annual basis 
[ had this in mind: The budget allotment, request, was for a fiscal 
year, 12 months basis, but as the chairman pointed out, the amend- 
ment may not become effective until the first of the year or some other 
date. Therefore, we necessarily had to take into consideration this 
lapse problem. : 

I might ask Mr. Fraser if there was something else in mind when 
we spoke of an annual basis. 

Mr. Fraser. No. What we wanted to do, primarily, Mr. Hand, was 
to present the kind of program that we felt was necessary in the event 
of this revised legislation on an annual basis so that it would dove- 
tail with your regular program. 

Mr. Hanp. You do not anticipate, Mr. Fraser, that 3 years hence 
you will have the same workload as a result of this law as you will have 
this coming year ? 

Mr. Fraser. Our experience has not indicated that because since we 
had the increase after the amendments of 1949, our budget has gone 
down this way. 

Mr. Hanp. Yes, and your positions have gone down materially . 

Mr. Fraser. I do think at this time it is important to think of this 
on an annual program basis. We will be on a full program basis 
during the second 6 months of this fiscal year and we should continue 
at that annual program level into the next year. 

Mr. Hanp. The commitee can be confident that you will be coming in 
for less money for this program in the future, although perhaps not 
in the immediate future ? 

Mr. Fraser. The experience in the past has tended to indicate that. 

Mr, Hanp. As it necessarily would? 

Mr, Fraser. That is right. 

Mr. Hanp. You certainly are not going to have to do as much edu- 
cation in compliance 2 years from now as you will have now? 

In making the calculation of your needs for this fiscal year, is that 
largely based on the experience you had with the impact of the new 
workload you experienced between 1949 and 1950-51 ? 

Mr. Fraser. You mean these nonrecurring expenses ? 

Mr. Hanp. Yes. 

Mr. Fraser. Yes, we used the experience that we had at that time. 

Mr. Hanp. In making your calculations, have you considered that 
the people who are not aware of the program, or the people who have 
difficulty adjusting to the program, will probably be less in number 
because of the greater familiarity generally with the fact that there 
isa minimum wage law in this country? After all, there was a time 
when it was a brandnew thing. People are pretty familiar with it 
how. Have you calculated that in your estimates ? 

Mr. Fraser. That is right. 
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There is one thing I might mention. We have to contact all em- 
mares, whether or not we send them a great deal of material. We 

o not flood them with material but we give them basic information, 
There is one reason that makes it necessary for us to contact all em- 
ployers directly and that is every employer, when the law changes, is 
required to put up a new poster. This would require us to be in con- 
tact with every employer. 

As an incident to that, we send such additional material as we think 
will be helpful to him to get a better understanding. 

Mr. Hanp. That, to a very large extent, can be done by mail? 

Mr. Fraser. That is all part of this educational program. This 
takes place as quickly after the change in the law as possible. 


AUTHORITY TO USE QUESTIONNAIRES IN COMPLIANCE WORK 


Mr. Hanbp. Is there anything in the present law or anything in the 
propor amendments which would give you authority to send to 
the XYZ company a questionnaire and say, “How many people do you 
employ? And how much are you paying them?” with penalties for 
not complying ? 

Mr. Wetss. That is authorized by the law. 

Mr. Roruman. Mr. Nystrom? 

Mr. Nystrom. Section 11 of the act provides for reports to be made 
to the Department of Labor in accordance with regulations issued and 
there are regulations which do provide that reports may be made. 

Mr. Hann. May be requested, they are not automatically made! 

Mr. Fraser. No. 

Mr. Nysrrom. No, they are not. 

Mr. Hanp. But you do have authority to request them ? 

Mr. Fraser. That is right. 

Mr. Hanp. If they do not report, is there a penalty for failure to 


comply ? 

Mr. Fraser. It isa matter that can be taken into court. 

Mr. Hanp. For violation of the law ? 

Mr. Nysrrom. An injunction may be sought, as in other cases. 

Mr. Fraser. Yes. I would venture to say in that connection, Mr. 
Hand, that if we sent out questionnaires as an example to the 40,000 
employers, we investigated this past year that we would have to go 
into 20,000 of those establishments and probably many more. 
certainly would have to go into 20,000 and we probably would have 
to go into some of those where we found no violation. 

No matter what kind of questionnaire you send out, I do not think 
you could get a very responsive answer and you would find yourself 
wondering whether there was a violation. 

Mr. Wess. There are about 40,000 new establishments with em- 
ployees that enter coverage of our law each year so there is a constant 
need to bring it to the attention of new firms. 

. 


RESEARCH PROGRAM 


Mr. Hanp. What kind of program do you contemplate with regard 
to research on the impact of this on the economy generally ? 

Mr. Wess. We started a program—I have a copy of the report 
which we submitted to the legislative committees this year—back im 
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1950 of surveying the effects of the minimum wage on selected low- 
wage industries and areas; that encompasses a variety of things. 

One is that we would like to get a payroll before the new minimum, 
and we would like to get a payroll after the new program about 2 
or 3 months and one about a year later to see what the effect is. 

For example, one of the questions Congress is asking us is does an 
increase iN Minimum mean an increase up and down the line? 

We have never been able to get a satisfactory answer to that. We 
would like to get the effect on the employment, how many workers 
were laid off, how many establishments were closed down. 

We do like to get that on a sampling basis to see what has actually 
happened to prices, what has happened to their employment, what 
hs happened to their wage levels and follow up on a small sample 
of the laid-off employees to see how rapidly they were absorbed. 

Mr. Hanp. I expect that is valuable but in a sense, it is locking the 
barn after the horse is stolen, is it not ? 

We do an ex post facto job after the Congress says we will do such 
and such. 

Mr. Weiss. It will help Congress next time. 

Mr. Hanp. To raise it more or not at all. 

Mr. Wess. Possibly. 

We started a study and got in the middle of it and the Korean war 
came along and we did not finish it. 


NONRECURRING EXPENSE ITEMS INCLUDED IN ESTIMATE 


Mr. Hanp. I do not understand what you mean by the calculation 
wing the full year and then you used the language, Mr. Rothman, 
“lapses for certain other expenses.” What did you mean by that? 

Mr. Roruman. We would ask the committee to permit us to divert 
savings from lapses to defray some nonrecurring items that we believe 
are essential to the program. 

Mr. Hanp. Involved in this particular program ? 

Mr. Roruman. Yes, and I would like to ask Mr. Fraser if he has 
any comments. 

Mr. Hann. You are not suggesting that you are asking for more 
money than you are going to need so that you can divert that money to 
some other purpose ? 

Mr. Fraser. No, sir. This estimate is based on, as we said before, 
our requirements for a full annual year. We recognize that because 
of delays in enactment that we will not have a full annual year. 

In the first full year of any program, you have certain items of non- 
reurring nature. For example, if you have additional staff you 
have to buy equipment, you have to buy it one year but not every year. 

All that we ask is to keep the program on an annual basis, recog- 
uzing that we will have savings and to use those savings one time for 
the purposes outlined in a supplemental statement to the estimate. 

Mr. Hann. Of course, it could have been presented to us—I am 
not saying it should have been—but it could have been presented to 
is that you are not going to get into this program until January, 
though you may have to do some advance recruitment, so that you 
have but 6 months of expenses and then separately estimate your need 
for that equipment that you spoke of or any nonrecurring expenses. 
That could have been done, could it not ? 
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Mr. Fraser. That is correct. The difficulty is that we do not know 
and I do not think anyone knows the date on which the law will be 
enacted and it is quite clear that before the effective date we should 
be doing some hiring. 

Mr. Weiss. On our learner program, we have to act on these re- 
quests before the new minimum becomes effective. It does not do the 
employer any good after he has had to pay the new minimum. 

If our estimates are correct we would have to act on 6,500 learner 
applications. We would also have to get our Puerto Rican program 
underway well before the effective date. 


EFFECT ON WORKLOAD OF A $1 MINIMUM 


Mr. Hanp. I think I may have asked this question before but I 
would like to pursue it a little further. Have you made any calcula- 
tions that could be reasonably accurate as to what the increased work- 
load would be if the minimum were increased to $1 instead of 90 
cents ¢ 

Mr. Roruman. No, we have not done that. It has been pointed out 
that there would be very substantial differences in workload. 

Mr. Hanp. I do not want to force a guess out of you but would it 
be 10 percent, 15 percent ? 

Mr. Weiss. I could do something on learners. Our staff estimate 
that our learner program would probably double at $1. 

Mr. Hanp. As against 90 cents? 

Mr. Wess. As against 90 cents. It would bring in many industries 
that would not be concerned in paying their beginners 90 cents but if 
it went to $1, we already have had asconsiderable number of requests. 


PROBLEM IN PUERTO RICO 


Mr. Hann. Brief me generally on what your problem is going to 
be in Puerto Rico, Mr. Rothman ? 

Mr. Roruman. The problem that we deal with at this time in our 
budget request stems from the fact that last year, I believe, we held 
1 industry committee hearing and your committee approved our 
request to hold 3 industry committee hearings this coming year; that 
did not take into consideration, as I recall, an increase in the mini- 
mum wage but with the contemplated increase at the present time, It 
is very desirable that we hold at least 6 industry committee hearings 
in view of the objectives of the act itself. Without substantially cu- 
tailing employment in Puerto Rico, the differential betwen the 2 rates 
and the competition between the 2 countries should be reduced as 
much as possible. 

Mr. Hanp. What does the Senate bill provide in that respect? 

Mr. Roruman. The Senate bill is a very complicated measure and 
provides as follows: The Senate version would require that all indus- 
try in Puerto Rico presently with industry committee determined 
rates that have not had an increase in the past year shall have their 
rates increased thirty-three and a third percent. 

All those industries that have had an increase within the past year 
will have their rates increased seven and a half cents. In addition, 
however, all industries in Puerto Rico must reach a rate 25 cents 
higher than the rate in effect July 1, 1955, by January 1, 1958. 
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I believe that that includes not only industries presently covered 
but all industries in Puerto Rico, but I may have to check. 

Mr. Wetss. All industries subject to the law. 

Mr. Roruman. Yes. Whether there has been an industrywide de- 
termination or not, you can see that the cost, the administrative costs 
involved in making those determinations and adjusting them would 
be very great. 

Mr. Hanno. Moneywise and personnelwise, how much of your pro- 
gram is going to be devoted to your special problems in Puerto Rico? 
- Mr. Roruman. I may point out that our estimates at this time are 
not based on the requirements of the Senate bill. They are merely 
based on the fact that it would be desirable to accelerate very mate- 
rially the industry committee hearings in Puerto Rico. 

I may point out that the House Labor Committee presently studying 
minimum wage has not yet gone into the question of an adjustment 
in Puerto Rican rates but, if I may say so, a flexible approach to the 
Puerto Rican problem would certainly call for a highly accelerated 
study and adjustment of the Puerto Rican rates on an industry-by- 
industry approach through industry committees. 

Merely accelerating the study and industry committee hearings in 
Puerto Rico may go part way toward solving the problem of the dif- 
ferential between Peurto Rico and the mainland. 

Mr. Hann. Now, can you tell me, moneywise or positionwise or 
both, how much you are contemplating in Puerto Rico? 

Mr. Roruman. With respect to the Wage and Hour Division, Mr. 
Fraser, could you answer that question ¢ 

Mr. Fraser. The increase in positions is from 11 to 22, and the 
total increase in dollar costs, including the salaries of industry com- 
mittee members and travel and other expenses involved, the total addi- 
tional is $90,100. 

Mr. Hanp. That is all, Mr. Chairman. 

Mr. Foaarry. Many of these industries, as you said, Mr. Weiss, 
come into being and go out of existence every year. 

Mr. Wess. That is correct, about 40,000 new establishments is our 
estimate for our coverage each year. 

Mr. Fogarry. Come into being subject to the law. 

Mr. Weiss. That is correct. 

Mr. Focarry. How many fail? 

_ Mr. Weiss. It is roughly the same, perhaps a little less because there 
sa steady growth of coverage. 

Mr, Focarry. They are the difficult ones? 

Mr. Weiss. Many of the new establishments do not know about the 
law and we have always felt that one of the services we have per- 
formed is to get them in compliance as early as possible before they 
develop liability for which they may be quite sorry and it might be 
difficult for them to adjust. 

Mr. Foearry. Do you have anything further to say, Mr. Rothman ? 

Mr. Roruman. I wish to thank the committee for hearing us and 
taking as much time as they have. 

Mr. Foearry. Thank you very much. 
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Unirorm ALLOWANCES 


Mr. Dodson, before you go, we have a communication from the 
President in regard to uniform allowances. 

Do you have any statement to make for the Office of the Secretary? 

Mr. Dopson. I did not know this would come up in this fashion be- 
fore the committee but, briefly, there was a law passed September 1, 
1954, which provided for the payment not to exceed $100 for em- 
ployees who were required to wear uniforms, and that particular law 
made the provision that only those employees working under a regu- 
lation which had been established as of September 1, 1954 could be 
covered. 

Then Congress, on May 13, passed Public Law 37, which enabled 
other establishments to establish regulations for the requirement of 
wearing uniforms by their employees that should be wearing uni- 
forms and, as a result of that, the Bureau of the Budget distributed a 
circular dated June 10, setting forth certain provisions that the regu- 
lations should encompass. 

One of the requirements for spending the money is to show need for 
the employees to wear uniforms. Insofar as the Prepares of Labor 
is concerned, this covers the uniforms for the chauffeurs of the Secre- 
tary and Under Secretary. It would involve about 4 employees and 
about $400. 

Mr. Fogarty. $200 each? 

Mr. Dopson. No, sir. There are two chauffeurs for the Secretary 
and the Under Secretary and then a pool chauffeur who serves as a 
replacement for the chauffeurs to the Secretary and Under Secretary. 

Mr. Fogarty. Thank you. 


Nationat Lapor Rexations Boarp 


UNIFORM ALLOWANCES 


We also have a request of a similar nature from the National Labor 
Relations Board. We will insert a brief statement we have received 


from the Board in that regard. 
(The information referred to follows :) 


STATEMENT OF THE NATIONAL LaBor RELATIONS Boarp BEFORE THE HOUSE 
APPROPRIATIONS COMMITTEE, JUNE 27, 1955 


In House Document 185 a request appears for appropriation language change 
for the National Labor Relations Board. 

This new appropriation language would have the effect of authorizing the 
agency to provide an allowance to cover the cost of uniforms, as prescribed. 

The National Labor Relations Board estimates that an allowance to provide 
for 1 employee (a chauffeur) will not exceed $100 per year for the agency. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFAR« 


Foop AND Drug ADMINISTRATION, ASSISTANCE TO STATES, GENERAL, AND 
Nationau Instirutes oF Heatru 


WITNESSES 


DR. LEONARD A. SCHEELE, SURGEON GENERAL 
DR. JACK C. HALDEMAN, CHIEF, DIVISION OF GENERAL HEALTH 
SERVICES 

DR. JAMES A. SHANNON, ASSOCIATE DIRECTOR, NIH 

GEORGE P. LARRICK, COMMISSIONER, FOOD AND DRUG ADMINIS- 
TRATION 

SAM A. KIMBLE, CHIEF, STATE GRANT SERVICES 

ROY L. HARLOW, CHIEF FINANCE OFFICER 

ALBERT F. SIEPERT, EXECUTIVE OFFICER, NIH 

JAMES F. KELLY, BUDGET OFFICER, HEW 


Mr. Focarty. The committee will come to order. 

The committee has before it this afternoon the Department of 
Health, Education, and Welfare. We have 3 requests, included in 
House Document 190, 1 of $300,000 for the Food and Drug Adminis- 
tration, 1 for $4,500,000 for “Assistance to States, general” and 1 for 
the National Institutes of Health which is $400,000. These all have 
to do with the problem of polio vaccine. 

Dr. Haldeman, you have the largest request, for “Assistance to 
States, general.” Do you want to tell the committee what this is for? 


I think we will have Mr. Larrick follow you, and then Dr. Shannon. 
We will have all those statements first and then through it open to 
questions and discussion. 


ASSISTANCE TO STATES, GENERAL 


Dr. Hatpeman. Mr. Chairman and members of the committee, this 
supplemental budget provides additional funds in the amount of 
$4,000,000 in the “Assistance to States, general” appropriation for 
fiscal year 1956. These additional funds would be allotted among the 
States as part of the general health grant. Under the terms of the 
requested appropriation language, however, they would be available 
only “for planning and operating a program for distribution and use 
of poliomyelitis vaccine.” 

Effectiveness and success of the voluntary system for equitable dis- 
tribution and use of poliomyelitis vaccine during its period of scarcity 
depends to a major extent on the development and operation of good 
intrastate distribution plans. Only through such systems can distri- 
bution of vaccine be assured in equitable amounts to all areas of the 
States. Only through good intrastate plans and procedures can con- 
fusion be prevented in the ordering and shipment of vaccine. Efficient 
systems of intrastate distribution will assure that vaccine surpluses do 
hot accumulate in some areas of the State while insufficient supplies 
g0 into other areas. Failure to develop and carry out equitable plans 
for intrastate vaccine distribution would result in a denial of oppor- 
tunity for vaccination to some children and prevent the most effective 
protection of individuals in high priority groups against paralytic 
poliomyelitis. 
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Planning and operating an effective system of vaccine distribution 
will require funds which are in excess of those now available to State 
health agencies. 

States will need funds to employ additional medical and other pro- 
fessional personnel to plan and supervise the vaccine distribution sys- 
tem; to maintain effective liaison with State and local medical societies, 
drugstores, and local health agencies; and to coordinate purchasing of 
vaccine for public agencies. 

Additional statistical and clerical personnel will also be needed to 
tabulate and analyze reports of vaccine shipped into the State from 
drug manufacturers, reports of vaccine sales by retail druggists, and 
reports of vaccine utilization by private physicians, hospitals, clinics, 
and local health agencies. Expenses will also need to be incurred in 
the work of State and local advisory committees, in assisting local com- 
munities to develop plans for vaccine purchase and distribution, and 
in evaluating the effectiveness of the distribution system. 

In addition to those needs associated with an effective intrastate 
vaccine distribution system, States will also need additional funds to 
plan and supervise public poliomyelitis vaccination ‘Sem oncom to sup- 
plement the vaccinations provided through private physicians in their 
offices. All States operate public vaccination programs in the control 
of other communicable diseases at the present time. The number of 
children who should receive poliomyelitis vaccination in a short period 
of time, however, will undoubtedly require the establishment of addi- 
tional vaccination clinics; the selection and assignment of additional 
personnel ; the purchase of additional syringes, needles, and other sup- 
plies; the collection and analysis of reports; and the general super- 
vision and evaluation of the vaccination program. The funds re- 
quested in this appropriation will provide some assistance for these 
types of activities. 

However, the major expenses of conducting public vaccination pro- 
grams are expected to be borne by State and local resources. 

Provision of Federal grant funds to assist States in assuring that the 
scarce supply of available vaccine is made available throughout the 
country on an equitable basis is in the national public interest. These 
programs cannot be effectively carried out with the limited financial 
resources presently available to State health agencies. Most State 
legislatures are no longer in session this year. Many will not recon- 
vene in regular sessions until January of 1957. 

Although States are aware of the immediate importance of the 
poliomyelitis program and are interested in doing an effective job with 
it, they will find it virtually impossible to assign to this program the 
necessary number of their limited personnel who are now assigned to 
other high priority public-health programs that cannot be neglected. 

The urgent need for the additional funds requested in this estimate 
is not dependent upon the passage of Federal legislation to provide 
grants to States for purchase of vaccine. Irrespective of the avail- 
ability of Federal funds to purchase vaccine, States will be required 
to develop and operate systems for insuring equitable intrastate dis- 
tribution of vaccine from the manufacturers to the counties and cities 
of the State and to private physicians, clinics, and hospitals in the 
State. 

Mr. Fogarty. Thank you. 

Dr. Shannon ? 
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NIH, Consrruction oF Facitiries 


Dr. SHannon. Since the hearings on our 1956 appropriation bill, 
difficulties with the Salk vaccine have led to a reexamination of the 
procedures for testing its safety and potency. A thorough reexamina- 
tion by a staff of special consultants and the NIH staff of virologists 
has resulted in the adoption of improved and more stringent tests. 
At the request of Senator Hill, we have previously submitted a state- 
ment of funds needed to carry on the day-to-day operations of this 
program and indicated that we would submit to the Congress later 
requirements for additional quarters and equipment for housing 
necessary experimental animals. The budget before you pertains to 
these requirements. 

As the committee knows, the testing program to ascertain safety and 
potency of the Salk poliomyelitis vaccine has been based upon tests 
run with monkeys and with tissue culture. In connection with the 
investigation of vaccine production troubles following the Cutter in- 
cident, the NIH has more than doubled the number of monkeys it is 
using for test purposes in connection with the Salk vaccine. The new 
Division of Biologics Standards will have a continuing need to main- 
tain the monkey testing on potency at the present accelerated level. 

At the same time it will need to use monkeys in safety tests and to 
concentrate on increasing the sensitivity of these tests. This acceler- 
ated program cannot be maintained indefinitely without seriously 
disrupting the continuity of other categorical Institute research pro- 
grams which are also dependent upon these animals and which the 
Congress has supported with substantially increased funds in recent 
years. 

Monkeys are an essential test animal for a number of infectious dis- 
cases besides poliomyelitis and are ideal experimental ainmals for 
studies of many chronic illnesses. For example, the work which we 
discussed with the appropriation subcommittees concerning use of new 
compounds such as rauwolfia serpentina, chloropromazine, and LSD 
(lysergic acid), in studies of mental illness require experimentation 
with monkeys. These animals are essential to studies of epilepsy and 
other neurological disorders, and are extensively used in some types 
of cancer research, 

During the present polio emergency, we have assigned all available 
facilities suitable for housing monkeys to the testing program, at the 
expense of our other research. The polio testing program calls for 
housing 800 animals in order to assure a continuous weekly supply of 
80 healthy, properly conditioned monkeys. This is in addition to 
planned normal housing requirements of 200 monkeys for all Institute 
research needs. 

A serious problem which has plagued the manufacturers and our 
laboratories in using monkeys has been the uncertain quality of the 
monkey put on test. This uncertainty results from the presence of 
various diseases, particularly tuberculosis, and various as yet unclassi- 
hed “wild viruses” present within the monkey prior to the time the 
monkey is placed on experiment. 

The development of these diseases in monkeys on test, whether or 
not detected, may seriously obscure or delay the results from the tests. 
lhe only practicable way by which these difficulties can be minimized 
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is to increase the period of holding the monkeys in semi-isolated or 
quarantine state A 60-day quarantine period is essential to provide 
greater assurance that the monkeys are free from serious diseases 
which would interfere with the programs once they have been placed 
on test. 

The curtailment by the other seven institutes of research dependent 
upon monkeys should not be permitted to continue any longer than 
wae i The expanded facilities are needed immediately, on a con- 
tinuing basis for the polio program, and on a long-range basis for the 
other work related to the Aevdlsniketts and testing of new virus vac- 
cines. This will also make it possible to restore the normal requirement 
of monkeys for other institute research use. 

At the time the present animal facilities were constructed, as a part 
of the clinical center construction program, an animal wing was deleted 
in order to stay within funds available for that portion of the construc- 
tion program. The plans for that wing require only minor modifica- 
tion for adaptation to the new requirements for monkey facilities. 
We are informed that if we can secure contract negotiation authority 
from GSA the work can be started almost immediately and com- 
pleted within 10 to 12 weeks. 

It is important to stress that this would be the bare bones of the 
building containing no air conditioning and no brick facing and the 
estimate involves no provision for contingencies. 

Be that as it may, the estimated cost would be $323,000. 

Eventually it is hoped that it will be possible to obtain funds for 
finishing this building with brick facing and other features to match 
the rest of the animal buildings. 

The principal equipment item is for 200 double-cage units, for hous- 
ing 2 monkeys to each unit. These cost $335 for each double unit or 
$67 000. The total equipment cost is $77,000. 

Before closing, I would like to point out that the whole question of 
facilities for the new facility are under intensive study both from the 
standpoint of the emergency and from the standpoint of the future 
scone of activities. 

The polio situation alone has required that a total of 27 laboratory 
rooms be made available to this new Division for either research or 
testing use at the expense of other programs. t 

Thank you for your attention. If there are any questions con- 
cerning this request I shall be glad to answer them. 

Mr. Focarty, Thank you, Doctor. 

Mr. Larrick? 


Foop AND Drug ADMINISTRATION 


Mr. Larrick. Mr. Chairman and members of the committee, the 
request for an additional $300,000 for the Food and Drug Administra- 
tion presented as an amendment to the 1956 estimates for salaries and 
expenses should provide the funds needed to enable the Food and Drug 
Administration to carry out assigned responsibilities in the poliomy- 
elitis vaccine program included in the President’s recommendation to 
Congress. 

In the report to the President by the Secretary of Health, Educa- 
tion, and Welfare on the distribution of Salk vaccine, it was conclud 
that— 

* * * all vaccine in commercial channels is subject to a body of food and drug 
laws built up over many years, relating to prescription drugs. 
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Moreover, the recommendations direct special attention toward a pro- 
oram to discourage and prevent the unauthorized sales of such portions 
of the vaccine which might be distributed outside of normal drug 
channels. 

It will be the primary responsibility of the Food and Drug Ad- 
ministration in the enforcement of the Durham-Humphrey amendment 
to the Food, Drug, and Cosmetic Act to see to it that the vaccine 
shipped into a State remains in normal drug distribution channels 
and is sold at the retail level only to licensed physicians, or on their 
prescriptions, 

During the course of these investigations we would expect to learn 
of any large-scale deviations from the recommended voluntary dis- 
tribution program if such were to occur. 

The additional staff, and expenses requested in the amendment to 
the 1956 estimate, will provide the special investigators needed to in- 
spect and examine establishments and records to obtain information 
regarding manufacture, distribution, transportation, wholesaling, re- 
tailing, and use of Salk vaccine for poliomyelitis, to develop informa- 
tion as to the manner of distribution of the vaccine in the States. 

The appropriation language earmarks the funds requested for the 
Salk vaccine program, and therefore cannot be used for any other 
activities of the Food and Drug Administration. 

Mr. Foeartry. Thank you, Mr. Larrick. 


AssISTANCE To States, GENERAL 


Dr. Haldeman, your request is the largest, $414 million for grants to 
States to handle this program. 

What would happen if someone determines in the next week or two 
that this vaccine is not safe? Would you still need this $414 million ? 

Dr. HatpemMan. Well, obviously, if there was to be no distribution 
of vaccine under the program, there would be no program. 

Sag assumption, of course, has to be that there will be vaccine avail- 
able. 

Mr. Focarry. You would not spend it for something else ? 

Dr. HatpeMan. The appropriation language would preclude us 

from spending it for other purposes, Mr. Chairman. 
_Mr. Foearry. That is something new as far as the Public Health 
Service is concerned, is it not, earmarking funds for a specific job? 
It has been my observation over the past years that you like to get away 
from those limitations. 

This is a limitation, is it not, to the appropriation bill ? 

Dr. HarpemMan. That is correct, sir. 

Mr. Focarty. Why is it necessary ? 

Dr. HatpeMan. Assuring exniteble distribution of polio vaccine, I 
think, has two phases: One is assuring equitable interstate flow of 
vaccine, Which is essentially the job that the Department will be doing 
inassuring that equitable amounts of vaccine go into each of the States. 
the bi gger job, however, that is required in assuring equitable distribu- 
ion within a State is the intrastate job of developing plans for dis- 
tribution within the State which is a much larger job than we have 
on the Federal level, and a much more complicated job. Whereas we 
we dealing with 48 States, they are dealing with the thousands of 
retail druggists and many thousands of physicians. 





590 
METHOD USED IN ARRIVING AT ESTIMATE 


Mr. Focarry. How did you arrive at this figure of $41 million? 

Dr. Hatpeman. The $414 million figure was arrived at on the basis 
of taking a typical State. 

Actually, we took the State of Oregon, where I have been a local 
health officer, and am familiar with the local conditions. _ 

It is an average State in most regards and has a population of about 
1,700,000. It has about 1,800 physicians, about 550 pharmacists, and 
about 600,0000 children in the zero through 19 age group. 

I might say we have been working very intensively in the last month 
with the executive committee of the State and territorial health officers 
in regard to what should be the elements in a desirable plan for the 
intrastate distribution of vaccine. 

This plan worked out jointly was endorsed by the executive commit- 
tee and transmitted to each of the States by its Secretary. 

Based on the elements that are suggested in that plan, we estimated 
that Oregon would need a central staff to carry out the purposes of 
intrastate distribution plans outlined in my opening testimony that 
would include a physician, a secretary, a statistician, an administrative 
person, three clerks, and supplies and equipment, and the like. 

This would come to about $35,000 just for work on the intrastate dis- 
tribution plan itself. 

We then felt that we should give some assistance to the State, a 
limited amount, in carrying out its own program for administra- 
tion of vaccinations. 

We added $10,000 or $15,000, which would make an allotment of 
about $45,000 to $50,000 to a State like Oregon. 

An appropriation of $414 million would make available an allot- 
ment of $47,000 for the State of Oregon. 

In essence, what we have done is try to arrive at. a figure that will 
give primary emphasis to developing the staff that will enable the 
State to develop a good intrastate system for vaccine distribution, giv- 
ing a small amount of additional funds to assist them in the actual 
administration of their own polio vaccination program. 

As I mentioned, the bulk of that latter job will be through the utili- 
zation of State and local resources. 


INDICATIONS THAT PROGRAM IS READY TO START 


Mr. Focarry. Before we could consider appropriating any amount 
of money like this, we would have to be pretty well convinced that all 
confusion has ended, and that the program is ready to go. 

Can you guarantee that for us, Dr. Haldeman? 

Dr. Hatpeman. Well, all I can say is that the majority of the States 
and the majority of the communities are anxiously awaiting vaccine. 

Mr. Fogarty. Do you have a list of States that have said they do 
not want any ? 

Dr. Hatpeman. For instance, the State of Idaho is postponing the 
NFIP-sponsored program until fall. 

However, the Commissioner of Health has indicated to us that they 
want vaccine coming into the State through normal distribution chan- 
nels. 
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A few cities, such as Washington, D. C., have recommended that 
vaccinations be halted until fall. Percentagewise, however, the num- 
ber of States and communities that have decided to postpone their 
programs is not very great. 

I might say we are at a time right at the moment, I think, where a 
number of communities are weighing it. Some are wanting to wait 
until fall for their program, partially because of difficulty in adminis- 
tering the NFIP free program. 

Others are moving right ahead. 

We get weekly reports from our regional offices and I have somewhat 
more specific information, but, by and large I would say that com- 
munities are moving ahead with their NF IP program and will be mov- 
ing into higher gear as soon as sufficient vaccine has been made avail- 
able to satisfy NFIP’s needs. 

Mr. Fogarty. To be very honest with you and frank about it, I am 
alittle bit confused about the entire situation at the present time, after 
reading all the reports, and the articles in the newspapers over the 
past couple of months. I, for one, am not going into the past mistakes 
or what has gone wrong over the past 2 months. The only thing I am 
concerned about now is that we get off on the right foot and before we 
make that start, I hope that you people are in a position to tell us that 
this vaccine is safe, that it is a good thing, and that all these children 
should receive these vaccinations. 

Do you want to make that statement, or Dr. Scheele, do you want 
to make such a flat statement? I am not going into the past at all. I 
just want some sort of assurance that the program is finally straight- 
ened out and that it is good for the health of the children. I think we 
would have to have some assurance like that before taking favorable 
action on a request for several million dollars to run the program. 

Dr. Scurete. Mr. Chairman, Dr. Shannon and other members of 
our Public Health Service staff and I have worked with our Nation’s 
outstanding scientists in the study of this vaccine. 

While no vaceine is 100 percent effective or safe, we believe that 
poliomyelitis vaccine made under the revised standards that have been 
developed is worth using; that it will be effective ; that it can be safely 
used in practice; that we can successfully screen out lots of vaccine 
that should not be used. We believe also that the risk of getting polio 
from unsafe vaccine is far, far less than it is from getting polio 
naturally. 

_ So it is our considered judgment that the program is worth conduct- 
ing, and that it is worthwhile for parents to have their children vac- 
cinated. We think that our large-scale program over the next year or 
two is going to cause a scaling down in the amount of paralytic polio. 

In fact, one of the scientists testifying before the House Interstate 
and Foreign Commerce Committee last week cited figures that show 
that we may be already seeing a reduction in paralytic polio as a result 
of the vaecination program, incomplete as it is, with the children 
having had only one injection. 

I think it is early to predict that this will hold up but this man is 
‘man of good scientific judgment and that was his considered opinion 
on looking over the statistics of of paralytic polio so far this year. 

We think the vaccine is good and that the vaccine should be used. 
ltisas safe as science can make it. 

63859—55——38 
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Mr. Focarry. I do not have anything in my mind to contradict 
what you have said, although there are some scientists that say they 
do not think it is safe, and I think they are honest in their opinion. 

Dr. Scurete. Yes, they are. This is not a scientific area where 
there is 100 percent unanimity of opinion. 

Science often tends to be that way, and one has to make his judg- 
ments on the range of shades of gray of scientific opinion. _ 

We believe the overwhelming range is in the direction that this 
vaccine is scientifically safe to use. 


DURATION OF FEDERAL ASSISTANCE PROGRAM 


Mr. Fogarty. Is this a 1-year program, Dr. Haldeman ? 

Dr. Hatpeman. Yes, it is contemplated that the needs for the funds 
to develop this intrastate plan would only be for the fiscal year 1956, 
since we anticipate and our current hope is that the supply of vaccine 
during the next fiscal year will be such that it will not be necessary 
to continue it beyond fiscal year 1956. 


CONTROL OF FUNDS 


Mr. Focarry. How are you going to assure this committee that these 
funds will be expended solely for this purpose ? 

Dr. Hatpeman. We will require, of course, an amendment to the 
current State plans and budgets to be submitted, and, when approved, 
this will form the basis for the expenditure of funds. From that 
point on we will depend on our usual methods both from the stand- 
point of program review and fiscal audit to assure use of the funds for 
the purpose for which they are appropriated. 

We presently, as you anol, have a procedure that is used in the 
case of our categorical appropriations for that purpose, and it would 
be the same procedure which would be used. 

Mr. Focarry. There is nothing in this program that would have 
any direct connection with the activities of the Microbiology Insti- 
tute or the Communicable Disease Center at Atlanta, as those activi- 
ties would be expanded by the additional funds added by the Senate 
in the Labor—H. E. W. appropriation bill ? 

Dr. Scurete. No, sir, there would be no relationship. 

This is entirely a State grant program. 


NatTIoNAL InstrrutTes or HEALTH 


AUTHORITY FOR ADDITIONAL ANIMAL HOUSING 


Mr. Focarry. Now, Dr. Shannon, what law authorizes the con- 
struction of this animal house at Bethesda? 

Dr. SHannon. Could you ask Mr. Harlow to answer that, sir! 

Mr. Hartow. Mr. Chairman, section 405 of the Public Health 
Service Act, as amended, authorizes the construction of buildings 
with the following language: 

Appropriations to carry out the purposes of this title shall be available for the 
acquisition of land or the erection of buildings only if so specified. 

The title referred to there is title IV of the Public Health Service 
Act which deals with national research institutes. 
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DESCRIPTION OF BUILDING 


Mr. Fogarty. Is this a new building or an addition to an existing 
animal building out there? 

Dr. SHannon. This is a new building. If I show you a site plan, 
sir, 1 think you may recall it, in relation to the general animal facility. 

In the original programing, there was planned a series of animal 
buildings for the rearing and holding of animals in the form of a 
vries of 4 animal wings. 

Mr. Fogarry. Which ones did we see out there a few weeks ago? 

Dr. SHannon. You saw these three of the centralized facility. 
This plan proposes a fourth animal wing of essentially the same 
character as the present three. The plans; the total specifications of 
the proposed wing are available and require relatively minor modi- 
fication for purposes of the ee present use. 

We would propose, in a building such as planned, to request Mrs. 
Hobby to obtain from GSA negotiating sable for contract pur- 
poses. The proposed building is not only needed but it is needed very 
rapidly. We believe that if Mrs. Hobby is granted negotiating au- 
thority in the placing of the contract for its completion we could 
have the completed building in as short a time as 12 weeks. 

Meanwhile, we are utilizing space in a program area meant for 
neurology ; we are utilizing other space designated for heart research 
and a certain amount of space assigned to microbiology. In addi- 
tion we are utilizing all the monkeys at NIH and all the monkey fa- 
cilities on the reservation for purposes of the poliomyelitis program. 

The additional animal space proposed then is not only needed for 
the testing program for poliomyelitis but so that such a testing pro- 
gram can proceed without at the same time blocking progress of a 
number of other programs. 


LONG-RANGE NEED FOR FACILITY 


Mr. Fogarty. Is this needed in the long-range program of the Insti- 
tute ¢ 
Dr. SuHannon. Yes, sir, the total long-range program for animal 
lacilities envisaged the construction of this and also you may recall 
the construction of two additional dog runs. 

Regardless of how urgently this new construction is needed now 
for the polio program and for the next 2 or 3 or 4 years for the same 
purpose, one would hope that some time within that period a portion 
of the facility could revert to the normal support of the major pro- 
Pm or the Institutes. However, this is something for the future 
lo decide. 

Mr. Fogarty. You say you need about 80 of these monkeys a week. 

Dr. SHannon. Yes, sir. 

Mr. Fogarty. How long do you think that demand will keep up? 

Dr. SaHannon. I would say, conservatively, for a period of 2 or 3 
sears, particularly because of the scientific work which is envisaged 
‘ome of which was discussed before the Congress at the Priest hear- 
Ings, 

It should be understood that the Salk vaccine is not the final answer 
(0 the prevention of poliomyelitis. It is the first immunizing agent 
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that has been proven widely effective. Such an immunizing agent 
must go through periods of development and further refinement to 
make it more effective and safer. 

We anticipate, in the course of the next 2. 3, or 4 years to have a series 
of vaccines proposed for general use. All of these, particularly in 
light of our experience in the past 4 months, must be tested exhaustive- 
ly by us prior to general use. 

An important lesson taught by the Salk vaccine experience is that 
we are entering an era of communicable disease control which hereto- 
fore stymied those who seek to treat or prevent these diseases by the 
use of drugs and this with general failure. The total push now, as 
for example, in the field of upper respiratory diseases, is to devise 
immunizing agents. These at times will make use of live virus and at 
times will use viruses which, unless strict control is exercised will be 
dangerous. 

The Salk vaccine points up the need not only to be able to handle 
the problems it has presented but to prepare for some of the compa- 
rable problems that will be coming along in a most certain fashion, 
We hope all this will not be before we are out from under the present 
problems of the Salk vaccine. But, we also appreciate these other 
problems are already on the horizon. 

Our problems today represent in part the result of sizable break- 
throughs in an area of scientific research. Bad as they may have 
seemed in the past few weeks they represent or reflect true progress. 


COST OF COMPLETE FACILITY 


Mr. Fogarty. You say it would cost about $400,000 to build and 
equip this addition. How much would it cost if it were faced up with 
brick and had air conditioning put in at this time ¢ 

Dr. SuHannon. The original estimate was submitted as the bare 
bones of a building to give us a working structure as quickly as possible. 
For example, air conditioning could not be installed this summer, and 
we are convinced we must have the building in the near future. Hov- 
ever, we now find we can build the basic structure with provision for 
air conditioning to be installed this fall or winter when industry can 

take care of it. 

The estimate for the building, as proposed in the budget is $400,000. 
Air conditioning would require the expenditure of an additional 
$75,000. A er ude figure of between $50,000 and $60,000 would be 
required for brick facing. 

Also, if the committee would agree with us that they would want to 
push the building as rapidly as possible, there should be a small] sum 
set up as a contingency to cover the additional cost that might be 
utilized in bargaining for time. 

We feel that a very small amount of money spent now might per- 
haps acquire an additional month or two and this would be money 
very well spent. 

So I would say in very round numbers, Mr. Fogarty, I have not 
had a chance to talk to Dr. Scheele about this. I would say that the 
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total figure, which would give us the type of facility that would satisfy 
ihe acute polio situation for the next 2 to 3 or 4 years and would at the 
same time fit into the long-range program would be $525,000 to 
Soot 1550. 


Mr. Foearry. Thank you. 
Foop anp DruG ADMINISTRATION 


Now, Mr. Larrick, you are asking for $300,000; is that correct? 

Mr. Larrick. That is right, sir. 

Mr. Focarry. What are these responsibilities in this program out- 
lined by the President ? 

Mr. Ce The Durham-Humphrey law provides that a drug 
which is safe only for administration by physicians shall be chan- 
neled from time of manufacture through to the time of use through 
normal drug channels. In other words, it is shipped to the wholesale 
house, from the wholesale house to retailer and requires that at the 
retail level it be dispensed only upon the prescription of a physician, 
the philosophy being that if you keep the drug in the normal drug 
channels, the opportunities for black-marketing operations are very, 
very substantially decreased. 

Mr. Focartry. Have there been bills introduced in this session that 
would change the Durham-Humphrey law ? 

Mr. Larrick. I have not heard of any. 

Mr. Fogarry. What was the bill that Mr. Priest introduced ? 

Mr. Larrick. That would have changed the virus and toxin rather 
than the Food and Drug Act. 


NUMBER OF ADDITIONAL POSITIONS 


Mr. Foearry. I see. How peeny positions would this take? 


Mr. Larrick. That would involve 48 investigators and 12 clerks. 

Mr. Fogarty. Where would they be stationed ¢ 

Mr. Larrick. The 48 investigators would be stationed throughout 
the United States and the centers, scattered according to the density 
of population, 

It would be roughly one man per State, but they would not be actu- 
ally distributed that way. 

Mr. Fogarry. What would their duties be ? 

Mr. Larrick. Their duties would be to keep track of the distribution 
of the vaccine, to make sure that it stayed in drug channels and if it 
did not to report it and institute legal actions. 

Mr. Fogarty. What do you mean by outside drug channels? 

Mr. Larrick. Well, in our experience, when drugs have been scarce, 
for example, on cortisone, when it was very scarce, there was a peddler 
who showed up in a number of drugstores in New York City and 
offered them cortisone, and the druggists who are ethical reported that 
fact to us and we put a man in there to pretend that he was a buyer for 
abig drug chain and make an offer for this cortisone. 

After a very comprehensive investigation, we found that there was 
avery large supply of cortisone which had apparently been stolen. 

Our view is that if a drug does get out of the normal drug channels 
your likelihood of a black market increases. 
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Mr. Focarry. If we had a Federal-State program where it was 
allocated to the States for a specific purpose, you would not need this, 

Mr. Larrick. If the Federal or State governments were to purchase 
all vaccine this estimate would not be needed. 

Mr. Fogarty. We do not have any Federal-State program ? 

Mr. Larrick. No, sir. 

Mr. Fogarty. We still have the so-called voluntary program? 

Mr. Larrick. That is right. 

Mr. Focarry. Since that is the program, it is going to cost us 
$300,000 more for the Food and Drug Administration’s activities, 

Thank you, Mr. Larrick. 

I do not think I have any more questions before I call on the other 
members of the committee, but I do want to say that I think the pro- 
gram is in good hands under men like Dr. Scheele and Mr. Larrick and 
Dr. Shannon and Dr. Haldeman. 

Regardless of all the newspaper publicity I think, Dr. Scheele, you 
have handled this as well as any one could and if any one has to put 
any blame anywhere it should not be put on your shoulders. It should 
be accepted. I think throughout all this you have stood up under it 
very well and have given good, honest, straightforward answers to all 
questions put to you. Ithink you have done an excellent job. 

Mr. Fernandez ? 

POLIO VACCINES 


Mr. Frernanpez. Is there not a live vaccine for poliomyelitis being 
perfected ? 

Dr. SHannon. No, sir; there are certain strains. If I give a little 
background, I think that what I want to say would be easier to under- 
stand. 

Poliomyelitis vaccine consists of three types of virus. 

The present vaccine contains vaccine types which have the ability 
to invade and cause some paralytic disease unless they are killed. 

There have been developed in research laboratories across the coun- 
try strains of virus that are characteristic of type 1, type 2, and type 3. 
which have the ability to produce what is called an immune response 
but do not have the ability to invade the central nervous system and 
cause paralysis. 

It is predicted that within time these will replace the conventional 
vaccine, the present strains. 

Then, as a second development at a later time when it becomes quite 
certain that these viruses have been tamed and tamed permanently so 
that they cannot revert to their ability to pervade and damage the cen- 
tral nervous system, we will be able to use them as viruses and that it 
is hoped will produce the lasting immunity that we wish. . 

T would say the live viruses are off 5 years and we are working 
with industry and hope that they will be available as early as next 
summer, but there are live viruses which have been used on a small 
number of patients, on experimental patients, but these are a long way 
off from the point of practical application. 


REQUIREMENTS OF DURHAM-HUMPHREY ACT 


Mr. Frernanpez. In the Durham-Humphrey act, is there a check 
made of drugs from the manufacturer to the wholesaler and on down 
through the retailer ? 
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Mr. Larrick. As I understand the voluntary arrangement between 
the Public Health Service and the manufacturers is that they will re- 
port where they have distributed and we will from time to time spot 
check. 

Mr. Fernanvez. The manufacturer reports / 

Mr. Larrick. That is right. 

Mr. Fernanpez. What about the wholesaler / 

Mr. Larrick. It ordinarily would be a wholesaler. The wholesaler 
will keep a record of these drugs. Our function would be to step in 
occasionally and run some of these lots through so that we would be 
in position to assure the Surgeon’ General and Secretary that distribu- 
tion is in accordance with the preconceived plan of the Public Health 
Service. 

Mr. Fernanpez. Is that true of all these drugs covered by this law ? 

Mr. Larrick. No; the usual method of enforcing the Durham- 
Humphrey law is to act on complaints. 

We have so many complaints on sleeping pills and that type of drug 
used for nonmedical purposes that we cannot handle all of our 
complaints. 

So we start at the other end on those and when we get a complaint 
of illegal sale, we start at that end. 

Mr. Fernanpez. Are not manufacturers under that law required to 
keep a record showing to whom they sell, and the quantities ? 

Mr. Larrick. No; they are not. 

Mr. Fernanvez. And the wholesalers are not required to keep any 
record? =~ 

Mr. Larrick. There was hot and heavy debate on some of those fea- 
tures when the Durham-Humphrey law was up for discussion and later 
when the Supreme Court invalidated our factory-inspection procedure. 

Mr. Fernanpez. So that the only one who cannot violate the spirit 
of the law with impunity is the retailer; is that right ? 

Mr. Larrick. There is a difference. If they divert it from drug 
channels at any stage, it is illegal, and if we can prove it we can prose- 
cute, but we do not have the power under the statute to go in and say, 
“You must show us your books.” 

Mr. Fernanpez. There is a requirement that they keep books? 

Mr. Larrick. There is a requirement that the retail druggist keep 
books, but, as the law stands, we cannot require them to let us see them. 

Mr. Fernanpvez. The wholesaler does not have to keep books? 

Mr. Larrick. He does not but as a matter of course, for business 
penn he keeps books and they have all agreed, as I understand, to 
‘eep careful books on this product and let them be seen. 


Mr. Fernanpez. That is by special arrangement; not by law. 
Mr. Larrick. That is right. 

Mr. Foearry. Mr. Lanham. 

Mr. Lannam. No questions. 

Mr. Foearry. Mr. Hand. 


ASSISTANCE TO States, GENERAL 
GENERAL NEED OF STATES FOR ASSISTANCE 


Mr. Hanp. First, with reference to this requested $4,500,000 fund 
you used the State of Oregon as a typical example and, in answer to 
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the chairman, said that you based your estimate of cost on the careful 
study of the requirements of Oregon. 

Now, Doctor, with respect to Oregon or any other State, what is 
the rationale behind thinking that States need this assistance? Has 
Oregon not been able to put up $45,000 to $50,000 for the purpose that 
you are getting at here? 

Dr. Hatpeman. As I indicated, we have been working with the 
executive committee of the State and Territorial health officers with » 
view of carrying out the recommendations contained in Secretary 
Hobby’s report to the President in May and also the recommendations 
which had been made by the polio advisory committee. 

All of these recommendations stress the importance of developing 
this intrastate plan which I have outlined. 

Now, the States in this polio emergency have done, of course, the 
sume thing the Public Health Service has done. They have diverted 
resources. Several of us here and people in our own offices have been 
spending almost full time on it. That is what we expect to do when 
an emergency such as this comes up. 

That same thing has been done in State and local health depart- 
ments. However, I feel that there comes a time when other equally 
important programs are being seriously handicapped by virtue of this 
diversion of effort, so to speak, and we feel that the development of 
these State plans upon which the success of our program of voluntary 
control depends is so important that we should provide at least a 
minimal assistance to them. 

Mr. Hanp. On what basis, Doctor? On the basis that they need 
the money or is there some other national interest involved which 
makes it wise for the Federal Government to appropriate the money 
and therefore to control the program to some degree ? 

Dr. Hatpeman. Well, I have no doubt that there are some States 
that would have resources to at least go a long way toward accom- 
plishing this purpose. 

However, there are many, many other States where the availability 
of funds would not permit it. 

Therefore, we feel that it is in the national interest to have an 
equitable distribution. We would like to rely on our traditional pat- 
tern of Federal-State relations where we place the major responsibility 
on the State. We propose to operate this program within the frame- 
work of our traditional Federal-State relations. 

Mr. Hanp. Do you think that it is because the States are financially 
unable to undertake a program of this kind or because, for some other 
reason, they do not undertake it ? 

Is it to be assumed that a State with 1,700,000 people, as I think you 
said Oregon has, is not in position to put $50,000 into this program! 

Dr. Hatpeman. In our working with the State health officers, it 1s 
our feeling that unless an appropriation is made many States will 
not be in position to develop the type of plan which is in the national 
interest to be developed. ; 

Mr. Hann. Of course, I am not opposing this program, I am trying 
to get some real justification for it. 

Is there a national interest beyond this mere contribution of money 
that we are making? Is that going to make the program work better 
or are we just as usual being a little generous to the States and taking 
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the burden off their treasuries and placing it upon the Federal Treas- 
ury $ 

Dr. Hatpeman. I am not sure how to answer the question. 

I feel that it is in the national interest that a voluntary system of 
controls works and we feel that this appropriation will go a long 
way toward making a voluntary system of control effective. 

Mr. Hann. What is the nature of the national foundation’s place 
in the program for free vaccinations? How far does that go? 

Dr. Haupeman. The national foundation’s program eenen for 
the first and second shots for the first and second grade children as well 
as booster shots for children who participated in last year’s field trial. 

That program is operated through the foundation purchasing the 
vaccine from the manufacturers and making it available to the State 
health agencies who in turn arrange the administration of a free pro- 
gram. 

Mr. Hanp. But the limits that you have described is the limit of 
that program ¢ 

Dr. HatpEMAN. That is correct, sir. 

Dr. ScHeetE. Mr. Congressman, may I add to his comments ? 

Mr, Hann. Yes, of course, Doctor. 


AREAS OF NATIONAL INTEREST IN PROGRAM 


Dr. Scueete. I think there are several areas of national interest 
here, One is that we are dealing with a communicable disease which is 
a national scourge. If vaccine is to be most effective, if this control 


procedure which is now available is to be most effective, it should be 
used on a rather large scale, certainly next winter when we have a 
large enough supply to go through the population of children rather 
extensively. This means much more work on the part of health depart- 
ments, State and local, to carry out an intensive program. 

In most vaccination programs, we have bitten off a little chunk each 
year so that we have a smaller number of children coming into the 
program annually. 

Even at the beginning of those programs, we did not have a universal 
demand as we started off having April 12 in the case of this vaccine. 

Of course, that demand has tapered off because people have won- 
dered what the starting and stopping meant, and about the confusion 
and safety problems, Dut again the State and local health depart- 
ments will have to work to reestablish confidence and do a public edu- 
cation job to get acceptance of universal vaccination. There is that 
public interest. 

There are certain practical problems. 

Most legislatures are out of session now. Emergency funds held by 

governors normally are not available for this type of purpose. Those 
are the major considerations, it seems to me, that make this proposal 
important, 
_ Mr. Hann. It disturbs me, coming from a State where the legislature 
IS In session every year, to hear rather frequently the excuse given that 
the State legislature is not in session and won’t be for a couple of 
years. 

Dr. Scurrtx. That is true in 20 plus States. 

There is one other national interest area here which Dr. Haldeman 
mentioned which probably should be underscored. ‘There were people 
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who felt that there should be a strong Federal control program, imply. 
ing that there should be Federal control of prices of the vaccine, Fed- 
eral control of the physicians’ fees, and a very rigid program of polic- 
ing the end use of the product. 

We think, as Dr. Haldeman pointed out, that a voluntary program 
using our normal State and Federal structure and pharmacist coop- 
eration can be made to work here. To help assure that it will work 
and that the men will not have to do this in addition to other duties, 
which most cannot do because many of the health departments are 
hard pressed to get their regular jobs done, this extra money would be 
the means of helping them do a more satisfactory job and preclude 
the necessity next February of putting the Public Health Service into 
an OPA sort of deal in handling the vaccine problems. 

Mr. Hanp. Are there any programs that include vaccine, for which 
there are Federal funds given to States? 

Dr. Scuerrte. The current funds given to States by the Public 
Health Service and the Children’s Bureau, may be used to purchase 
vaccine, but there is no earmarking. We have no way of knowing 
whether they spend 2 or 5 percent for that purpose. 

Undoubtedly, some of that money is being spent for vaccine and 
immunization programs. 


RISK OF CONTRACTING POLIO 


Mr. Hanp. You gave some indication, in discussing with the chair- 
man the risk attending the vaccine, that you felt the risk was cer- 
tainly less than the risk of getting the disease in the course of nature. 

That risk, although of course greatly emphasized lately by the pub- 
licity attending this program, is numerically slight. 

Dr. Scurrtz. Yes. Dr. Shannon might tell you how effective we 
think the current testing procedures would make it. 

Dr. SHannon. We do not have all the information which we would 
like to have, but we have radically revised our thinking about the 
manner in which vaccines should be tested in the last year. The basic 
concepts under which vaccine is tested have changed. 

At the present time, each batch of vaccine is submitted to a series 
of tests rather than to single or separated tests, and there is a require- 
ment of multiple consecutive negative tests, 

The first test applied to what is called the single strain pool will 
exclude what we consider to be unsuitable vaccine in 9 out of 10. 

The second test will similarly exclude 9 out of 10 of those that still 
remain. 

The third test will exclude 999 out of 1,000 that remain unsuitable 
at this time. Over all if one places unsuitability at a level of 5 
particles containing live virus in a liter, each of which could be 
demonstrated by tissue culture, then the chances of the final vaccine 
containing that many particles is only 1 in 100,000 times. 

This is the best, as Dr. Scheele says, that science can do, at least 
today. 

We would hope that even such empirically devised tests are not 
with us for long. Unfortunately, with the rapid development of this 
vaccine this is the best one can do. TI might say, the rapid develop- 
ment itself is a simple reflection of more money available for the 
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support of medical research today. With such a rapid development 
now possible, we must keep aware of the need, both in industry, 
in the universities and in the National Institutes of Health, to main- 
tain at an equal pace the development of the control procedures that 
are essential to make these developments themselves safe for mass use 
as well as effective. 

The Polio Foundation deserves a tremendous amount of credit for 
fostering this successful development. Nonetheless, it is one thing to 
be terribly enthusiastic about a new development and it is another to 
be very stable and perhaps a little stodgy about posing a question, 
“Do we know enough about this vaccine; will it be safe to use on a 
mass basis.” It is our conviction that that question was seriously 
enough posed relative to production or relative to safety testing by 
the foundation, by ourselves, or by industry. 

Mr. Hann. Do I misunderstand you or did you say in effect that even 
wider rigorous testing procedures there would be perhaps the risk of 
Lin 100,000 ? 

Dr. Suannon. No, sir. I said that there could be a risk of 1 in 
100,000 of a quart of the vaccine containing as many as 5 particles, 
each of which could infect a tissue culture preparation. 

We have learned and know now that vaccines that presumably con- 
tain much more than that have been used with safety both in the field 
trial and in the vaccination programs this year in this country and in 
Canada and Denmark. We feel that we have put the level of tolerance 
within reach of modern science and well below that which would be 
hazardous, nonetheless, as Dr. Scheele said, no vaccine is 100 percent 
safe nor can we assure any 1 person who receives it he will not contract 
poliomyelitis but we can assure a million people that not many will. 

Mr. Hanp. Well, the risk in nature is ina a fairly small risk. 

Dr. SHannon. It depends upon the age group. 

Mr. Hanp. I mean in the age group which is most susceptible. 

Dr. SHannon. One per thousand per year in the most susceptible. 


NATIONAL InstiITUTES OF HEALTH 
DESCRIPTION OF PROPOSED BUILDING 


Mr. Hann. How big is the building you propose to build at the 
National Institutes of Health ¢ 

Mr. Srerert. 10,800 feet. That is net space, Mr. Hand; net animal 
i space, 

Mr. Hann. What makes a building of that size cost that much? I 
am sure there are reasons for it. 

You are going into an austere type of construction and only building 
10,800 feet. 

Why does it cost $400,000 ? 

Note.—The following information was subsequently submitted: The net per- 


Sonne] and/or animal room area is 12,660 square feet; the gross area is 28,960 
square feet. 


Dr. SHannon. I cannot answer that, sir. 

Chis is a simple building one story high, of concrete block or cinder 
block, without a brick facing. 

Each of the rooms therein is serviced by water, heat, etc., drained to 
the soil line and the like. 
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At one end of the building there are provided eight office-labs for 
certain of the work that would have to be done with the monkeys, 

The only air conditioning which this provides is forced ventilation 
with a single intake and no air return. 

This estimate is based upon having constructed three comparable 
wings in the 1949-54 construction program as was authorized by the 
Congress in 1948 or 1949. 

Mr. Hand, why it costs that much, I could not say. 

Mr. Hanp. Are there any engineers or architects’ tentative figures 
which would justify your suggestion that it will cost $400,000? 

Dr. Suannon. These are our engineers’ tentative figures. These 
are not my estimates. 

Mr. Hann. Those are engineers’ or architects’, or both, tentative 
figures ? 

Dr. SHannon. Yes, sir. 


COST OF EQUIPPING BUILDING 


Mr. Hanp. Is the equipment unsually expensive that is included in 
this price ? 

Mr. Ketxy. $77,000. 

Mr. Hanp. That is allocated to equipment ? 

Mr. Kettry. Yes, sir. 

Mr. Hanp. And the total cost of the building, if you allowed for air 
conditioning and proper brick facing, you would estimate to run in 
the neighborhood of $525,000 or $550,000 ? 

Dr. SHannon. Yes, sir. 

Mr. Hanp. Is there basis for comparison with the cost of other 
wings? 

Dr. SHannon. It is somewhat higher than the other wings. 

The comparison, I think Mr. Siepert can give you. 

Mr. Srererr. This is the reproduction cost of the wing at the cur- 
rent construction index. 


Foop AND Drug ADMINISTRATION 


Mr. Hann. Mr. Larrick, can you really begin to do an effective en- 
forcement job with approximately one man per State on the average‘ 

Mr. Larrick. We do not anticipate that there will be any large 
black-market operation. 

We think that the manufacturers are honest and reliable. We 
know them. We think the wholesalers of the country can be depended 
upon and most of the retailers can be depended upon. 

We think this skeleton force is the minimum amount with which we 
could do any sort of job and that this would point the finger on areas 
where there is a problem, and then we could throw a big percentage of 
the men in that area. 

I think we could do a good job. 

Mr. Hanp. I suppose if you got on the trail of a particularly w- 
savory condition, you could use other personnel there? 

Mr. Larrick. Yes, we would do that. 

Mr. Focarry. Are there any further questions? 
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USE OF VACCINE DURING POLIO SEASON 


Mr. Lannam. Is there any doubt about the advisability of using the 
vaccine during the height of the polio season or is there any additional 
danger in using it in this period ? ; 

Dr. ScHEELE. There was a meeting sponsored by the National 
Foundation for Infantile Paralysis about 10 days ago. The men who 
know the most about this problem were present, those who have done 
research on monkeys and those who have watched results on children, 
and it was the consensus of opinion that the risk of causing provoca- 
tion in a child that has polio virus and then has a puncture by a needle, 
isa very slight risk. 

Aside from the evidence in the laboratory is the fact that it should 
have been apparent as a major problem in the field trial last year be- 
cause some of it was done in the States where the polio season was on 
or coming up. This year there were about 6 million children vacci- 
nated, with possibly a fourth of those in 12 or 14 Southern States. If 
provocation had been a major problem, we would have seen a lot more 
paralytic polio in vaccinated children this year. We just did not. 

Then there were other things: the fact that some of these States were 
still in their regular school immunization programs and were not hav- 
ing problems. 

It is not a problem just in use of polio vaccine. It is any needle 
puncture that has been described as something to avoid in the peak 
season unless absolutely necessary. 

This committee came up with the thought that the physician should 
use his normal method of operation in terms of advising the with- 
holding of injections, that might be penicillin or anything else— 
during the peak of the polio season, but in view of the very slight 
risk of this provocation phenomenon operating in the case of polio 
because the polio vaccine in itself gives protection and in a high per- 
centage of children one inoculation might be enough to prevent them 
from getting paralytic polio. The consideration is different. Here we 
are giving something to stop this disease and it would be worth the risk 
of having the needle puncture during the season. They recommend 
going on with it during the season. 

[t was mentioned here and you probably noticed it in the Washing- 
ton Post that the advisory committee of the Health Department of 
the District of Columbia decided to wait until September. 

The Health Officer indicated that if a substantial amount of vaccine 
became available this summer, they might call their committee to- 
gether to reconsider. 

I think personally that it is worth doing in this season. Where 
'isks are involved the parent and physician have to decide whether 
the risk should be taken. 

Mr. Foearty. Thank you very much. 
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Orrice or Epucation, Wuire House ConFERENCE ON Epucation 
WITNESSES 


DR. 8S. M. BROWNELL, COMMISSIONER 

CLINT PACE, DIRECTOR, WHITE HOUSE CONFERENCE ON EDUCA. 
TION 

DONALD W. McKONE, EXECUTIVE OFFICER 

JAMES F. KELLY, BUDGET OFFICER, HEW 


Mr. Fogarty. The committee now has before it the Office of Educa- 
tion, Commissioner Brownell and Mr. Pace, the director of the White 
House Conference on Education. 

We would be very pleased to hear from you, Dr. Brownell. 

I discussed the White House Conference with you recently and told 
you that when you came before the committe you would be given a 
good hearing. 

This is a request, included in House Document No. 179, for $238,000 
more than you anticipated earlier. We will be glad to hear from you 
in support of this additional request. 


GENERAL STATEMENT 


Dr. Browney. Thank you, Mr. Fogarty. 

I will make a brief statement, if 1 may, and will be very glad to 
answer questions. 

You will recall that the plan proposed for the White House Con- 
ference on Education provided that it should be an independent 
agency responsible to the President and operated by a committee of 
citizens, both lay and professional, who should plan and conduct the 
Conference. 

This committee was established with twice as many lay citizens as 
educators in order to emphasize that the determination of the control 
and support of education rests essentially with lay citizens working 
with educators. 

The Office of Education thus has worked closely and cooperatively 
with the White House Conference Committee and the director of the 
White House Conference, but has respected at all times its independ- 
ence. 

In order to avoid duplication of effort and to expedite the committee 
operations, the Office of Education fiscal office has handled the fiscal 
operations of the committee. 

It is in this role that I appear today to present and support the 
request for supplemental funds. 

Mr. Pace, the director of the White House Conference, is with me, 
to review with you the purpose and the need for supplemental funds 
for the White House Conference. 

I should like briefly to review for you these relevant facts. 

Public Law 530 passed in August 1954 by the 83d Congress author- 
ized the establishment of the White House Conference to bring to- 
gether a group broadly representative of educators and other interested 
citizens from all parts of the Nation to consider and report to the Presi- 
dent on significant and pressing problems in the field of education. 
That is quoted from the act. 
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The Committee appointed by the President to the Conference con- 
sists of the following individuals: 

The President is the Honorary Chairman. 

The Secretary and the Commissioner are honorary Vice Chairmen. 

Neil H. McElroy, Chairman, is the president of the Procter & 
Gamble Co. in Cincinnati, Ohio, and Finis E. Engleman, the vice 
chairman, is the State commissioner of education in the State of 
Connecticut. 

Mildred C. Ahlgren of Whiting, Ind., is the past president, of the 
Federation of Women’s Clubs. 

Ethel G. Brown, Los Angeles, Calif., is the president of the Na- 
tional Congress of Parents and Teachers. 

Ralph J. Bunche of Kew Gardens, N. Y., Under Secretary of the 
United Nations. 

John Burke, of New York, president of B. Altman & Co. 

John Cowles, Minneapolis, president of the Minneapolis Star and 
Tribune. 

John Hannah, of East Lansing, Mich., president of the Michigan 
State University. 

James Hargrove, Shreveport, La., vice president of the Texas 
Eastern Gas Transmisison Co. 

Albert Hayes, Silver Spring, Md., president of the International 
Association of Machinists. 

Margaret Hickey, St. Louis, editor of Public Affairs Department of 
the Ladies Home Journal. 

Henry Hill, Nashville, Tenn., president of the George Peabody 
College for Teachers, formerly superintendent at Pittsburgh, I believe. 

Mildred McAfee Horton, of New York, who was formerly president 
of Wellesley College, and is now, I believe, vice president of the 
National Council of Churches, 

James Killian, of Cambridge, Mass., president of Massachusetts 
Institute of Technology. 

Allen Kline, of Vinton, Iowa, past president of the American Farm 
Bureau Federation. 

W. Preston Lane, Jr., of Hagerstown, Md., former Governor of 
Maryland. 

Roy Larsen, of Fairfield, Conn., president and director of Time, 
Inc., and chairman of the National Citizens Commission for the Pub- 
lic Schools, 

Thomas Lazzio, Paterson, N. J., president of Local 300, UAW, CIO. 

Joseph McLain, Mamaroneck, N, Y., principal of the Mamaroneck 
High School, and former president of the National Association of 
Secondary School Principals, 

William MeManus, of Washington, D. C., assistant director, depart- 
nent of education, National Catholic Welfare Conference. 

Lorimer Milton, of Atlanta, Ga., president of the Citizens Trust Co. 

Don G, Mitchell, Summit, N. J., chairman of the board of the Sy!- 
vania Electric Products, Inc. 

Frank G, Moore, Buffalo, N. Y., president of the Government A ffairs 
Foundation, Inc., and formerly Lieutenant Governor of the State of 
New York, 

Herschel Newsom, of Takoma Park, Md., master of the National 

range, 
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William S. Paley, of Manhasset, N. Y., chairman of the board of 
the Columbia Broadcasting System, Inc. 

James Redmond, of New Orleans, La., superintendent of schools, 

Martha Shull, of Portland, Oreg., a high-school teacher and a mem- 
ber of the board of directors of the National Education Association, 

Frank H. Sparks, of Crawfordsville, Ind., president of Wabash 
College. 

Potter Stewart, of Cincinnati, Ohio, judge of the United States 
Court of Appeals. 

Jesse G. Stratton, Clinton, Okla., farmer, and past president of the 
National School Boards Association. 

Harold Sweatt, of Palm Beach, Fla., chairman of the board of Min- 
neapolis-Honeywell Regulator Co. 

H. Grant Vest, Denver, Colo., State commissioner of education. 

Mayme E. Williams, Miami, Fla., a teacher, and president of the 
National Congress of Colored Parents and Teachers. 

I have taken the time to read the names of members of this 
committee to indicate that it is made up of citizens representing edu- 
cation, business, labor, and the professions. 

This committee has been universally accepted as a fair and impartial 
committee. They have assumed their responsibilities very seriously 
and have sought to discharge their basic obligation of bringing to- 
gether a broadly representative group to study the problems of educa- 
tion for report to the President as called for in the act. 

In seeking to achieve this purpose, they have determined that the 
need to bring a representative group to Washington can be achieved 
only if the travel costs of the participants from all the States and 
Territories are equalized to assure that they can come together not on 
the basis of their ability to pay their expenses but on the basis of their 
ability to represent their fellow Americans. 

The idea of the State and White House conferences was to bring 
about action by citizens so that adequate education would be provided 
through appropriate action which would be taken by localities, by the 
States, and the Federal Government. 

What would be appropriate action could best be determined by using 
representative citizens to consider the problems involved, the resources 
and their judgment as citizens in the light of the facts. 

Funds were provided by the Congress to encourage States to plan 
for and to conduct carefully planned State conferences of representa- 
tive citizens that would consider the educational problems in their 
State and to have these serve as preparatory conferences for consider- 
ing what would be the appropriate responsibility of the States, locali- 
ties, and the Federal Government on major educational problems. 

I might say that I had the opportunity last week to attend the State 
conference in the State of Oregon. which is 1 of 14 that have been 
held so far. 

There were present between 400 and 500 citizens, a larger number 
of citizens than there were educators. They were considering the 
problems that are proposed for the White House Conference consicer- 
ation. 

They had spent 2 days going over the material. that had been pre- 
pared by their planning committee and they came together to pool 
their thinking of what would be appropriate on the State basis and 
for the localities and came out with their recommendations. 
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J remember one of the recommendations was that they thought the 
State should increase its share of the support of education up to 50 
ercent of the cost and that they should increase the sales tax to get 
funds for that purpose. 

They had other recommendations. It is along that line that each 
of the States is considering their particular problem. 

I wanted to note that the plan has received more universa] support 
than any significant educational proposal that I can recall. Lay and 
professional groups have approved the idea. 

All governors and chief State school officers have held or are plan- 
ning States conferences and all have agreed to supply reports for the 
White House Conference. 

I do not know any time that we have had that universal support for 
an educational activity in this country. 

Mr. Pace will tell you how the plan has developed to have regional 
and community White House Conferences in addition to the State and 
the National conference. 

Never have so many citizens in many walks of life become involved 
in studying the schools and the school problems as they relate to the 
State and Nation as is true in this program. 

In my judgment, the work of this committee has stirred the imagina- 
tion as well as the interest of great numbers of people in realizing 
that educational needs can be met and must be met by concerted and 
consistent action on the part of the citizens of the Nation, and that they 
as individual citizens can and do have some influence in bringing about 
the necessary action. 

It is my judgment that the committee is wise in its plan to equalize 
the opportunity of the citizens of California and Oregon, Nebraska, 
Maine, Maryland, and all other States to participate in the White 
House Conference by placing them all on the same financial basis, 
that is, eliminating the travel-cost differential. 

Now, the original request for funds had to be prepared before the 
White House Conference Committee was appointed and thus before 
itcould develop plans to carry out the intent of the law. 

In addition, it had to be prepared before the full impact of the 
— House Conference and State conference plans could be deter- 
mined. 

As a result of the law all 48 States and 5 Territories are planning 
these conferences and approximately 4,000 community and regional 
conferences are vastly enlarging the program of study of educational 
problems. 

The response of citizens across the Nation represented by these com- 
munity, regional, and State conferences indicates that the State and 
White House Conferences on education is going to be one of the very 
significant activities in our time in developing the citizens’ plans to 
meet their school needs at the local, State and National levels. 

The present program then that calls for these additional funds was 
designed to enable the committee to discharge the responsibilities that 
are called for in the act, Public Law 530, for the White House Con- 
ferences, 

Iam not going into the details of that plan because I think Mr. Pace, 
who has followed this through as the Director, can give you much 
better information than I can. 


63859—55 39 
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Mr. Focarty. Thank you, Doctor. 

Mr. Pace. 

Mr. Pace. Mr. Chairman and members of the committee as a savings 
in time, may I submit for the record this statement and may I also 

call the committee’s immediate attention to some of the things | in it 

which seem to us to have direct bearing on the scope of this whole 
program. 

Mr. Focarty. You may submit the statement. 

(The statement referred to follows :) 


OPENING STATEMENT BY DIRECTOR, WHITE HOUSE CONFERENCE ON Epvucatioy 
BEFORE COMMITTEE ON APPROPRIATIONS 1956 SUPPLEMENTAL ESTIMATE For 
“SALARIES AND EXPENSES, WHITE HOUSE CONFERENCE ON EDUCATION” 


Mr. Chairman and members of the committee, through passage of Public Lay 
530, the 83d Congress set in motion the most concerted study ever made of its 
educational needs by the citizens of this Nation. Through this act authority 
was given for each of 53 States and Territories to conduct during 1955 studies 
of their educational needs and arrive at solutions to vexing school problems 
The act also empowered the President to call the Nation’s first White House 
Conference on Education, at which the findings of citizens and educators in the 
States and Territories could be pooled for a national look at the needs of schovls 

The genuine interest which lies in education on the part of the governors and 
chief State school officers, as well as the general public is strongly evidenced by 
the fact that within 4 months from the time of the first meeting of the President's 
Committee for the White House Conference on Education, every State and Terri- 
tory had agreed voluntarily to participate in this gigantic study of education. 

This 100-percent participation has to a large degree heen because of the fact 
that the White House Conference is to be held later this year. At no other time 
in the Nation’s history has such unanimity of action on a program in education 
been evidenced. The extensiveness of the response is evidenced by the following 
facts: 

Forty-seven States and Territories have applied for and received their appor- 
tionments of funds ($700,000) appropriated by the 88d Congress to help defray 
costs of conferences on education. 

The remaining six States and Territories (Texas, Florida, Virginia, Indiana, 
Utah, and Puerto Rico) have elected to pay costs of their conferences from State 
and territorial funds. This is a savings to the Federal Government of approxi- 
mately $90,000. 

Fourteen States have held conferences. 

Seven of these fourteen are now conducting followup conferences—regional 
and/or second State conferences prior to the White House conference. 

Thirty-three more States have set definite conference dates. 

Fifty-one States and Territories have appointed conference chairmen, through 
their governors. 

Forty-eight States have named conference committees. 

Thirty-one States have held planning meetings. 

Twenty-three States have planned regional and community meetings in addition 
to State conferences. 

Some 3,800 regional and local community conferences on education are now 
scheduled as part of the State conference programs. 

The above figures represent minimum totals. 

Public Law 530 requires that the White House conference be “broadly repre 
sentative of educators and other interested citizens from all parts of the Nation.” 
To accomplish this, the Committee for the White House Conference on Education 
believes that there should be a representative group from each State and 
Territory. 

To obtain the broad representation and insure that citizens from all walks 
of life may take part in the deliberations, the committee believes that citizens 
from great distances should be enabled to attend at no greater cost than to those 
who live nearby. The committee, therefore, has requested that transportation 
costs be paid to participants selected by the States and Territories and to discus 
sion chairmen. No per diem is requested. 
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Without such transportation funds, the committee feels strongly that the White 
House Conference might be attended principally by the fullowing persons only: 

Those residing in the nearby areas; 

Those who happen to have funds and time, both of which they are willing 
to spend to be part of a conference such as this, not necessarily because they 
are the best representatives from the States; 

Representatives of organizations or groups adequately financed and who 
want to be represented at the White House Conference to present their spe- 
cific programs and aims. 

If these conditions determined attendance, the broad representation expected 
of the White Elouse Conference would not have been secured. Instead, repre- 
sentation Would be unbalanced. The Conference would thus lose much of its 
potential value, 

Through payment of transportation costs of delegates, all areas of the country 
would be on an equal basis in financing their delegations, and members could be 
chosen because of their ability to represent, rather than on their ability to finance 
the trip or secure funds from some organization. 

Representation of States and Territories in the Wh'te House Conference would 
be apportioned on the basis of population. A list of States, proposed number of 
representatives, and transportation costs is as follows: 


Transportation costs of White House conference participants 


[ist class rail fare from State capital to Washington, D. C., and return] 


Numter| Cost | | Number! Cost 
ofpar- | per | Total | State of par- | per 
ticipants} person | | ticipants} person 


(3) (4) | (1) 


| $1,833.75 || Obio..._-. ses | $53.55 | $3,641.40 
2,042.50 || Oklahoma. Simiec 8 | 12: 2, 214.00 
1,481.25 || Oregon ___-. d 35.15 3. O56. 95 
23, 681.70 || Pennsylvania 3. , 135. 20 
1,750. 65 |} Rhode Island 0. 36 593. 60 
727.69 || South Carolina 4.65 | 803. 70 
161.00 |} South Dakota 34 1, 419,00 
2, 251.80 || Tennessee. - .75 | 1,910.25 
1,728. 40 || Texas.........-..-- 135 9, O58. 40 
2,143 00 Utah b 194. fi 1, 946, 59 
6, 865 65 || Vermont..._... -- 61, 68 | 616.80 
2,374 35 SS ee 10. 313. 20 
lowa panied ; f 2,374.05 || Washington nee 235. 15 4, 703. 00 
Kansas- -90 | 1,886 40 || West Virginia___. 42. 5! 680. 80 
Kentucky ‘ 1,638.00 || Wiseconsin- . -_- . 92.05 2, 577. 40 
‘ 2,341.40 || Wyoming. __- 157.55 | 1,575. 50 
742 20 || District of Columbia 0 0 
88 80 || Alaska__..-- | } 393.80 | 1 3,938.00 
2, 168. 00 Hawaii... _-- — | 1 446.00 | ' 4, 460.00 
3,921.50 || Puerto Rico_......-- | 1190.00 | } 3, 420.00 
wba ‘ 2,795.00 || Virgin Islands_ - ---- 1177.20 | ! 1,772.00 
Mississippi. _...-- 1,688 40 | ——_—_. 
Missouri......_- ‘i 3% 3, 448. 50 Total for 1,400 | 
Montana ehuinaks 1,986 00 participants 
Nebraska | 1,357.95 selected by | 
Nevada ie : 2, 395. 00 States___. 1137, 133. 43 
New Hampshire- __- 68 20 || Costs of 390 partici- 
New Jersey | ; 757. 68 pants invited by 
row pou . 1, 750. 50 committee | 30, 000. 00 
New York. _......... 5, 928. 60 ——————$ —_______|___ 
North Carolina 989. 40 | Grand total_..-|......--- | eer ee 167, 133, 43 























North Dakota 1, 480. 50 


' By air, 


In addition to the $170,000 required for payment of transportation costs of 
1700 persons attending the conference, $5,580 is needed for field travel of the 
conference staff. 

The balance of $62,420 requested is required because of the increased scope 
of the program and to provide for costs incident to the holding of the national 
conference in Washington. 

_/ have an additional statement in support of the need for funds to pay the 
‘Tavel cost of delegates which I would like to offer for the record. 
[shall be pleased to answer any questions the committee may have. 


‘Tho following statement is the material referred to:) 
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REASONS FOR SUPPLEMENTAL REQUEST FOR FuNDS To PAy DELEGATES’ Travey, 
EXPENSES TO THE WHITE House CONFERENCE ON EDUCATION 


1. Public Law 530, which authorized appropriations for the White House 
Conference program, requires that the White House Conference on Education be 
“broadly representative of educators and other interested citizens from all parts 
of the Nation.” It is essential, both from a legal and policy viewpoint, that 
participation in the White House Conference be well-balanced, including pri- 
marily citizens whose sole interest is in the public interest, rather than persons 
reflecting special interests. 

(a) Special interests, working as a rule through organizations, probably are 
well enough financed to pay their own expenses to the Conference, but indi- 
vidual citizens without organizational funds are needed in substantial numbers 
to assure broad and fair discussion of educational matters at the national 
meeting. 

(b) Such individual citizens should not be asked to pay their own trans- 
portation costs. Many, in fact, will be unable to pay these costs in addition to 
losses incurred through absence from work during the period of the Conference. 

(c) The burden of expense would be particularly great in the case of citizens 
from great distances. This would tend further to unbalance the Conference, 

2. States have not been asked to furnish funds for transportation of their 
delegates. The Council of State Governments has asked 45 States whether State 
funds could be used for transporting delegates to the White House Conference on 
Education. Fifteen States have answered that no authority exists for trans- 
porting nonemployees outside the State. Some States have authority to make 
payments but have no funds available. A few States plan to use funds left 
over from Public Law 530, but in only two cases is the amount remaining 
sufficient to pay all travel costs. These are States in which cost of State con- 
ferences were borne by the State itself. Only 7 States answered categorically 
that State funds could be used, but some of these 7 indicate no funds exist 
which are not otherwise budgeted. The survey showed only one State with 
both State authority and State funds available for this purpose. 

With the exception of Florida, every Southern State indicated to a staff rep- 
resentatives of the White House Conference Committee that they will not send 
participants to the White House Conference unless Federal funds are available 
to .defray costs. The reason given in each case—as well as in a few cases out- 
side the South—is that the White House Conference is a Federal function, and 
State tax funds should not be used to help finance it. 

3. The Federal Government has already made available to the States and 
Territories $700,000 to defray the costs of their State conferences which are 
intended to reach their full culmination in the White House Conference next 
November. Payment of delegate transportation costs would help to assure the 
implementation of the basic policy decision made when Federal funds were pro- 
vided for State conferences. 

4. The Chairman of the White House Conference on Education Committee, 
Mr. Neil H. McElroy, has stated (in a recent letter to Mrs. Hobby) the Com- 
mittee’s position as follows: 

“The Committee does not want to hold a Conference which, because of lack 
of funds to pay travel expense of participants, is attended primarily by persons 
residing near Washington, by representatives of organizations who may wish 
to use the Conference as a national sounding board, and others who for personal 
reasons alone desire to be part of the White House Conference. We consider 
that participation of this kind would represent failure of the requirement placed 
upon us that the Conference be ‘broadly representative of educators and other 
interested citizens from all parts of the Nation.’ ” 

The President’s Committee has reviewed this matter very carefully and believes 
unanimously that balanced representation is an essential element of the White 
House Conference. The administration strongly supports these recommenda: 
tions of the President’s Committee for the White House Conference. 


Mr. Pace. All of us are aware that Public Law 530 of the 83d Con- 
gress is a permissive type legislation which encouraged the 53 States 
and Territories to take part in conferences on education within thelr 
own States. 
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Within 4 months after this Committee for the White House Con- 
ference on Education met, there was 100 percent participation by all 
States and Territories. 

Their programs differ considerably as this committee thinks they 
probably should because of different need and different outlook. 

Probably the biggest thing as far as the committee is concerned 
about the whole program is that it is bringing for the first time to 
several thousands, several tens of thousands of —— an opportunity 
which they never have had before to say what they want in education, 
what they are willing to pay and what they intend to try to get. 

Just to show some of the numerical points of the program, there 
were 47 States and Territories which applied for the funds made avail- 
able by the Congress, and the remaining 6, Texas, Florida, Virginia, 
Indiana, Utah, and the territory of Puerto Rico, will pay the cost of 
their conferences from their own funds. 

This has meant about $92,000 which was not requested by these 6 
States and Territories from Federal funds available. 

Fourteen States have held State conferences; 7 of these 14 are now 
conducting followup conferences on the regional or community level 
and/or second State conferences immediately prior to the White 
House Conference; 33 more States have set the definite dates for their 
State conferences; 51 States and Territories have appointed their con- 
ference chairman through the governors; 48 States have named their 
conference committees; 23 States have planned regional and com- 
munity meetings in addition to State conferences, and these total some- 
thing over 3,800 regional, county and local conferences to discuss 
school needs. 

Now, all of this obviously represents minimum totals, because these 
are those which we know about. 

Some States are not far enough in their planning for us to know 
whether they intend to do more than have a single State conference. 

It can be said that the trend is very heavily towards breaking down 
into the regional and county and community level. 

This Committee of which I am Director has a requirement on it that 
it conduct the White House Conference on a broadly representative 
basis and the Committee has taken that to mean that there should be 
representative people here from each of the 53 States and Territories 
which were mentioned in Public Law 530. 

We came up against a very real problem. That was how to get 
people to Washington to take part in this Conference and the Com- 
mittee, after a great deal of deliberation, considered that unless there 
were funds available to help defray the costs of these people coming 
into the Conference that you would wind up with about three types of 
people here. 

The first type is those who happen to reside in the Washington area 
and can get in and out without very much expense. 

The second would be those who happen to have the funds and time 
wid are willing to use both to take part in a program such as this. 

The third would be representatives of organizations who are com- 
mitted pretty deeply on one side or the other of educational problems, 
who are adequately financed and who would and could come to the 
V hite House Conference to present preconceived notions. 

We felt that if any of these three situations obtained or combina- 
tions of them, the White House Conference would not then be broadly 
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representative as it is required to be and that the representation would 
be pretty seriously unbalanced. 

We felt that one of the ways to overcome the lack of balance would 
be to make possible the transportation costs to be paid to the repre. 
sentatives who come here from the States and Territories. 

We figured roughly on the basis of $100 per person and this js 
travel cost only and does not have anything to do with per diem pay. 
ments. 

We apportioned the number of participants and the expected nun- 
ber of 2,000 people, on the basis of population among the States and 
Territories with a minimum of 10. 

This was the basis on which the money voted by the 83d Congres 
is apportioned to the States. 

Then we took a central point in each State and Territory which 
we took to be the capital, and figured the first-class rail fare from the 
State capital to Washington and return, believing that that was as 
good a point as any, because we do not really know what communities 
these people are coming from. 

It came out to within $3,000 of the amount that we had fixed on an 
average basis. The list is in the statement which I gave. 

In addition to the $170,000 which we are requesting to bring in 
1,700 people, there are some funds requested for additional field travel 
and $62,420 which arises strictly and solely because of the acceptance 
of this program which has simply caused us to have to do more work 
to service it. 

If you have any questions, Mr. Chairman, I would be glad to answer 
them. 

Mr. Fogarry. Thank you, Mr. Pace. 

Now, as you know, the 83d Congress passed three bills affecting 
education right at the end of the session last year. One was to set up 
a National Advisory Committee on Education; one was for co- 
operative research on education; and the other was this White House 
Conference. There was considerable controversy when these three 
bills were considered by the House, as I remember it. 

Then this committee, after listening to the testimony, decided that 
we did not think there was any need for a National Advisory Com- 
mittee on Education or any need for a special appropriation for co- 
operative research in education, and did not appropriate any funds for 
that this year. I notice that the Senate has done the same thing. 


STATUS OF APPROPRIATIONS 


For the White House Conference we gave you $100,000 of the 
$200,000 requested ; is that right ? 

Mr. Ketxy. Yes, sir. And the Senate restored it to the estimate of 
$200,000. 

Mr. Focarry. When you appeared before the Senate, which was 
some time later than you appeared before the House, did you know 
that you were coming up with a supplemental of $200,000 more! 

Mr. Pace. I did not appear before the Senate. 

Dr. Browne tt. I think I had better answer that. 

The request for the supplementary funds was at that time in process, 
but had not cleared the Budget, so we were not at liberty to discus 
it at that time. 
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Mr. Ketxiy. I believe we may have commented that there was under 
consideration an additional estimate. 

Mr. Focarry. What did you request of the Bureau of the Budget 
» year ago for this White House Conference ? 

Mr. McKone. A total of $500,000, $200,000 to be spent in the first 
year and $300,000 for the second year. 

' We asked tentatively this fall for $300,000. 

Mr. Focarry. A year ago you asked for $500,000? 

Mr. McKonr. As a total for the program. 

Mr. Ketty. The preliminary estimated cost of the legislation was 
$500,000 for administrative expenses, but I believe we asked the Bureau 
of the Budget for $200,000 for both years, and these requests were 
made prior to the first meeting of the White House Conference com- 
mittee from which the revised estimates have developed. 

Mr. Fosarry. I have been shown the supplemental request for 1955, 
and it appears that the request was $1,750,000 for the White House 
Conference. 

Mr. Ketiy. I am sorry. 

in addition, there was, of course, the request for $1 million for 
grants to States under the White House Conference for which $700,000 
was appropriated. 

Asa matter of fact, that request was submitted to the Congress prior 
to the enactment of the law, and it anticipated an authorization of 
$115 million for grants to States. 

It was subsequently modified to $1 million and in conference it came 
out at $700,000. 

I was speaking of the administrative expenses. 

Mr. Fogarty. You have already received $700,000 for grants to 
States. 

Dr. Browne. Yes, sir. 

Mr. Focarty. For this fiscal year ¢ 

Mr. Ketty. And $200,000 for administrative expenses in this fiscal 
year, 1955. 

Mr. Focarry. And you asked for another $200,000 for 1956? 

Mr. Ketry. Yes, sir, and we are now requesting that that be modi- 
fied to $438,000. 

OBLIGATION OF 1955 FUNDS 


Mr. Focarry. So for 1955 you have received $900,000 including 
$700,000 for grants to States. How much of that has been expended ? 
_ Mr. Pace. The total amount to the States was $700,000. All but 
»92,000 has been apportioned and has been sent to the States. 

. Of the $200,000, we will have at the end of this fiscal year about 
$30,000, 

Mr. Fogarty. You say all but $92,000. Were those the States that 
tefused to accept this contribution ? 

Mr. Pace. 5 States and 1 Territory; yes, sir. 

Mr. Focarrry. All others requested it? 

Mr. Pacer. Yes, sir. 


REQUEST TO BUDGET BUREAU FOR 1956 FUNDS 


Mr. Focarry. Now, you asked this year for $300,000 of the Bureau 
of the Budget and you got $200,000 for administration. 
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Mr. McKone. Our tentative estimate was $300,000 but the amount 
that actually went to the budget was $200,000 for administrative 
expenses. 

Mr. Focarry. And the Bureau of the Budget allowed the $200,000/ 

Mr. McKone. Yes, sir. 

Mr. Fogarty. The main reason that you need this additional money 
is that you want to get a representative group in Washington and the 
only way you figure that you can get a representative group is by 
paying their travel expenses ? ; 

Mr. Pacer. Yes, sir. 

Mr. Focarry. You are convinced of that ? 

Mr. Pacer. Yes, sir. 


NUMBER OF DELEGATES TO CONFERENCE 


Mr. Focarry. Are there limitations on the number of delegates a 
State may send ? 

Mr. Pacer. They are limited according to population to bring the 
total participation, by States, to 1,400, in addition to which there are 
300 representatives of national organizations and an additional 30( 
people who would be invited by the committee primarily to act as 
discussion chairmen. 

Mr. Fogarry. So this is not wholly for delegates of the States? 

Mr. Pace. No, 

Mr. Focarry. You have 600 other delegates who have no official 
connection with States. 

Mr. Pace. We have 300 national organizations, 300 representatives 


of national organizations who would be asked primarily because of 
their activities in this program and because also we believe that after 


this program ends that if there is to be a great deal of motion carried 
forward on the thing, that the national organizations will take quite 


a big part in it. 


STAFF ASSISTANCE 


Mr. Focarry. There is something mentioned in your justification 
to the effect that the States were not allowed to hire any staff. 

Mr. Pace. Hire any staff? 

Mr. Focarry. “Therefore, since the States may not employ staf, 
considerably more service is being given by the administrative organ- 
ization established by the White House Conference Committee.” 
There is nothing to prevent the States from employing staffs, paid 
out of their own funds. 

Mr. Pacer. No; but they cannot use Federal funds. 

Mr. Fogarry. But there is nothing to prevent them from hiring 
help. 

Mr. Pace. In most cases, they have done just that. 

Mr. Focarry. I was wondering why we needed this additional 
money if the States hire help out of their own funds. 

Dr. Browneuu. I think the point is this: When the State confer- 
ences are held the States have employed the additional help that was 
needed. This is for the White House Conference to be held here and 
you will not get the States employing the additional staff that would 
be needed for this kind of conference from State funds. 

Furthermore, in connection with the handling of these funds in the 
States, I think I am correct, Mr. Pace, in saying that because of this 
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limitation on the use of the Federal funds for employment of staff the 
States have called upon the White House Conference Committee for 
more services to help them put on a good conference than what other- 
wise would have been the case. 

In other words, if they could have used some of their funds to employ 
additional staff for the preparation of their State conferences the 
chances are that they would not have called upon the White House 
Conference Committee to provide them as much assistance as has been 
true insome of the States. 

Is that correct ? 

Mr. Pace. I think that is true. 

Mr. Focarry. How much assistance have you had to provide as far 
as dollars and cents are concerned ? 

Do you have a breakdown of how much per State ¢ 

Mr. Pace. Not by States, no, sir. 

Mr. Foaarry. Can you prepare that and supply it for the record ? 

(The information referred to follows :) 


Wuite House CONFERENCE ON EDUCATION 


Salaries and travel costs for field services to State educational conferences, November 
1954 to June 1955 


| 
Tia, arene Other | 
Salaries Travel | expenses | 


i —_———$_ 


SoBe BOON a5. dai hn nce dio ceedidedounes . $2, 709 

Midwestern -..- 2, 609 

PUNE ioc as0ncctdsnAbeannesecadanduds 5, 400 or 2... 

TG i a ce sn wkd aan ndbaioninn ae 2, 300 | 4, 200 

New England and Mid-Atlantic 2, 200 3, 200 
Communication services. -......--.---- ee 3, 620 


a 20 | 9,900 | 3, 620 | 28, 720 
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Southwesern region (10)—Continued 
Alabama South Dakota 
Arkansas Texas 
Florida Utah 
Georgia 5 Wyoming 
Kentucky West coast region (6): 
Louisiana Arizona 
Mississippi California 
North Carolina Idaho 
South Carolina Nevada 
Tennessee Oregon 
Midwestern region (9) : Washington 
Illinois New England and Mid-Atlantic 
Indiana region (138): 
Iowa Connecticut 
Michigan Vermont 
Minnesota Maine 
Missouri Massachusetts 
North Dakota Rhode Island 
Ohio New York 
_ Wisconsin New Jersey 
Southwestern region (10): Pennsylvania 
Colorado Delaware 
Kansas Maryland 
Montana West Virginia 
Nebraska Virginia 
New Mexico New Hampshire 
Oklahoma 
Norr.—Information on salaries and travel costs for field services not available by States 
Within time allowed for this report. Communication costs for field services total $3,620. 


Visits to States are made only upon request by State conference officials or others con- 
cerned with the State program. 
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Mr. Focarry. Mr. Fernandez? 
Mr. Fernanvez. No questions. 
Mr. Focarry. Mr. Hand? 


AUTHORIZATION FOR APPROPRIATIONS 


Mr. Hanp. When this legislation was passed in the 83d Congress, 
Doctor, do you recall whether or not the bill, as it was passed by the 
House, allowed any funds at all for this purpose ? 

I have a recollection that the House allowed no funds in the original 
legislation before it went to the Senate and then to conference. 

Mr. Kewty. I believe that is correct. 

Mr. Hanp. And is this payment of the expenses of these delegates 
from the States specifically or by some definite implication authorized 
in that law or in any other statute ? 

Dr. Browneti. The funds that have been appropriated for the 
grants to the States are such that we question whether they could use 
those funds to pay delegates travel expenses to the White House Con- 
ference. 

That is the reason we felt it necessary to ask for the specific authori- 
zation for these funds for that purpose. 

Mr. Hanp. Has it been specifically authorized ? 

Mr. Ketity. Mr. Hand, we consulted counsel on that question in 
drafting appropriate language and got the opinion that within the 
broad terms of the act the Congress can appropriate the funds for 
this purpose and if they so appropriated the funds for this purpose, 
based on the justifications submitted to you today, that it would be 
available for those purposes. 

Dr. Browneti. What I had in mind, if I may comment, was that 
the money was provided for the grants to the States. As it was set up 
we questioned whether that should be used for the payment of travel 
expenses, but if authorized for that purpose, here, it would come in 
under the broad language of the statute. 

Mr. Hann. So that there has been no specific authorization of Con- 
gress for paying these travel costs but you have an opinion from coun- 
sel that it is not necessary in view of the language of the authorizing 
act, is that correct ? 

Dr. Brownewu. Yes. 

Mr. Focarry. That is not the way the question was previously 
answered, is it? You said, in effect, if we appropriate the money 
for that particular purpose, we would then be authorizing it. 

Dr. Browne.u. Yes, sir. 

Mr. Hann. I did not phrase my question correctly. I understood 
that that was the situation. 

Did I understand you to say that the original act in effect, fixed the 
number of delegates that were to attend? 


DETERMINATION OF NUMBER OF DELEGATES 


Dr. Browne tu. The original act did not fix the size of the confer- 
ence or how the conference should be conducted. That was left to the 
committee. 

It was to be set by the committee of citizens. 
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Mr. Hanp. Congress did not say that we were to have 2,000 people 
people here. The committee did 4 
Dr. Brownetu. That is right. 
= Hanp. In your opinion, Dr. Brownell, is 2,000 an effective size 
ac onferenc 8 of this character, or is it likely to be ineffective because 
f if the numbers 
Dr. BrowNEtL. I sat in at the meeting of the White House Confer- 
ence Committee when they discussed the plans for the conference, how 
they could set up a conference that would not be just bringing people 
together to listen to speeches but how they could tap the thinking and 
ihe judgment of the citizens of this country who have studied their 
proble ms in their own States to get together and really share their ex- 
periences and come out with something that would be more than 
pious platitudes. Their plan, that had been proposed and discussed, 
was that they should have these people work in small groups and then 
when they came to conclusions in reference to these and I 
believe you have a workbook which shows the questions that rte are 
going to discuss in the States and it will be around those 6 major 
questions that the conference will be organized—they proposed that 
they have 200 groups of 10 in each group that would study those so 
that they could re: lly be study conferences. Then the results of the 
, thinking in each of those groups will be distilled by the chairmen who 
1 1. B® will come together and work that down into the consensus of judg- 
ee went and opinion to a report to the conference committee. 
0 


lhe reason for the 200 groups, as I understand it, and Mr. Pace can 
OSE, 


1 probably answer this better than I can, because he has been working 
ye 


rough it, was that they could house and actually provide this kind 
ofa work conference e experience for up to 2,000 in the 2 hotels that are 

iailable here. 

Those are the Shoreham and the Sheraton, where these people will 

work together for that period of time. 

un Mr. Hann. Doctor, 1 would not want to assume that the committee 

; picked this number of 2,C00 because that was the maximum they could 

Ol B® vet ina couple of hotels. 

— Dr, BRowNELL. That was part of it. 

es low can you get these people together so that they have good work- 

ug conditions, so that they can get enough citizens from each State, 

0 7 they would have something of a cross section of thinking in 
States, and when you have 53 units, that is 48 States and 5 Terri- 

ories, and try to get some sort of a relationship to the population. 

Youcan see why they had to have quite a number. 

If they had only 1 or 2 from a State, you might get a group with 
ist one point of view. 

Mr. Hanp. On the other hand, I suggest merely for your thinking 
hat you have used the words “distilled” and “consensus” and I pre- 
me - design of this whole thing was to get the thinking of the 

f A State and B State and C State developed at these 1 regional 
onferences. If that is so, to bring that consensus here to Washington 
for: ay (Old not take 123 persons from the State of New York, to use a 
\ the Ma ecc!fic example. 

Dr. Brownetn. That is true. If they were simply to come that 
iy, you could send in your report by mail but a part of the idea 
of this committee, as they thought the thing through, as I listened 
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to them, was that what they wanted these people to do was to come 
with that background and then to work with these other people to 
represent the States in thinking through these problems. 

Mr. Pace perhaps can amplify that thinking because he has worked 
with these committees more than I have. 

Mr. Pace. The number, 2,000, is by no means magical. Facilities in 
Washington for a meeting of this type simply would not let you have 
a meeting of over 3,000. 

We thought that since one of the reasons or purposes of this program 
is to get as many people involved as possible during this year, and 
with the hope that they will continue their interest in the future, 
that we ought to try to get as many people as would be workable. 

We settled on the number 2,000 fairly arbitrarily. 

We felt it should be someplace around that size. 

Mr. Hanp. Have these delegates been selected ¢ 

Mr. Pace. In a few States. We have nothing to say about who will 
be sent here by the States. 

Mr. Hann. You tell them how much money they may have? 

Mr. Pace. And they select them as they please. 

So far the number 2,000 means that on the basis of the State con- 
ferences held so far that 2,000 will be 1 percent of the people actually 
taking part in the program. 


ACCOUNTING REQUIRED OF EXPENDITURE OF GRANT FUNDS 


Mr. Hann. What control have you exercised over the $700,000 given 
to the States for working up these programs ? 


Mr. Pace. The only control that has been exercised has been through 
the Office of Education—and you correct. me, Commissioner—by say- 
ing that they had to give a good account of what they did with it. 

They could not use the money for personal services because that 
was prohibited in the law itself. 

Mr. Hann. Has there been accounting of the States and if not, when 
can it be expected ? 

Mr. McKonr. We expect an obligation report at the time the au- 
thority runs out in December. 

We expect a complete expenditure report by January 31. 

Mr. Hanp. Of next year / 

Mr. McKone. Yes, sir. 

Mr. Hanp. I take it from what you say that the national organiza- 
tions are paying the expenses of their 300 delegates ? 

Dr. Browne. Yes, sir. 

Mr. Hann. How much of the amount of money appropriated for this 
project so far, now remains either unexpended or unobligated ? 

Mr. Pace. At the end of this month it will be something over 
$120,000. 

Mr. Hann. Unexpended ? 

Dr. BrowneEtu. Unobligated. 

Mr. Pace. That is the $92,000 which the States did not request and 
the $30,000 which because we got started late we have not used. 

Mr. Hann. That is all, Mr. Chairman. 

Thank you. 
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AUTHORIZATION 


Mr. Fernanpez. It was not quite clear to me as to whether there is 
sufficient authority in the authorizing act to authorize the appropria- 
tion you are requesting. 

Mr. Ketty. The point that I was endeavoring to make to Mr. Hand 
was that counsel have advised us that on the basis of the basic statute, 
the appropriations committee would have an adequate basis on which 
to make appropriations and that if they did, that would be adequate 
authority to spend it for that purpose. 

Mr. Focarry. Thank you very much. 

Do you have anything further, Doctor ? 

Dr. BRowNELL. I wanted to make this one final comment: that if we 
had all of the legislation in the field of education accepted as unani- 
mously by the people of this country as this plan for the State and 
White House conference and if we got as much concerted action in the 
field of people working on the problems of education per dollar as we 
are getting out of this State and White House conference, I think we 
could all feel very much pleased, because this has generated a citizen 
interest and activity in trying to do something about our education 
problems that has even been beyond what I had hoped for when we 
proposed this in the first place. 

You may know or may not know that as a part of this program one 
of the Foundations has provided the National Association of School 
Boards and National Citizens Commission for the Public Schools with 
a grant of $225,000 to carry this kind of a program on into local com- 
munity conferences to develop their action programs in the same way 
asthe State and White House conference programs operate. 


PROSPECTIVE RESULTS OF CONFERENCE 


Mr. Focarry. I have one final question, Doctor. 

When this is all over at the end of this calendar year, can you assure 
this committee that you will have legislative recommendations firmed 
up and presented to the Congress in time to be enacted before Congress 
adjourns about a year from now? 

Dr, Brownetu. I would say we have already taken steps to asso- 
ciate personnel from the Office of Education with the subcommittees of 
this conference and to assist with the conference program itself so that 
we will be very closely in touch with the activities and can develop our 
follow up program. 

1 anticipate that the follow up program of the White House con- 
ference will be in two directions. 

rhe first, as I anticipate and the largest one will be in the way of 
services to the States and local communities in carrying out their pro- 
grams, 

The second may be in the way of legislation at the Federal level 
but I was impressed as I watched the operation out in Oregon that the 
concern of those people is that they do just as much as they can on the 
State and local basis. 

When this question of Federal aid came up there was considerable 
discussion in the committee, and when they came back, one of the pro- 
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posals was that they would be in favor of Federal aid provided there 
was no Federal control. 

Somebody got up and said, “Well, now, that is just a pious hope, 
You know very well that if you have any Federal funds provided for 
education or anything else, that there has to be some kind of control.” 

Then someone said that they thought there should be a proviso s 
that they would go on record as not wanting any Federal aid for edu. 
cation and they discussed what they meant by Federal aid and some. 
body said, “Would you mean that you would not want to have any 
money for the Federal lunch program or that you would want to 
have the funds withdrawn from vocational education or that you 
would want the school assistance program stopped ?” 

“T had not thought of it in that way.” 

I do not recall the final resolution but it was something along the 
line that they felt that if there were any Federal aid it should be in the 
area of school construction with a minimum amount of Federal con. 
trol, something of that sort. 

I am not sure whether they passed that or not, but there was a great 
deal of divergence of feeling as to the extent to which there should be 
any Federal contribution to the program. 

There were a good many of them who said, “We can handle our ow 
school problems.” 

I do not know what you are going to get in other States, but when 
you ask me as to whether we are going to be ready with a legislative 
program, the only answer I can give is that I think we must be in there 
to see what there is that would call for any legislation and be ready to 
propose it if that is the appropriate thing to do. 

Mr. Fernanpez. If I may express an opinion, I think you will fini 
it true in all the States. 

I have heard those arguments just exactly like that down to the final 
decision that construction is the answer, and I think all the Congres:- 
men have heard that and I think that is what many, if not most, of 
them have also concluded. 

Mr. Focarty. Thank you very much. 

Do you have anything further, Mr. Pace ? 

Mr. Pace. No, sir. 

Mr. Foaarty. Thank you. 


Untrorm ALLOWANCES 


Mr. Focarty. We also have a request for language to permit the 
Department to use certain appropriations for the purpose of furnish- 
ing uniforms to employees. We will insert Mr. Kelley’s prepared 
statement in the record to be followed by a table on this subject 
which has been prepared at the request of the committee. 

(The statement and table follow:) 


OPENING STATEMENT BY BupceEetT OrriceER BEForE COMMITTEE ON APPROPRI‘ 
TIONS 1956 SuprPLEMENTAL EstTIMATE FOR LANGUAGE AUTHORIZATION 1 
PRovIDE FOR UNIFORMS OR UNIFORM ALLOWANCE 


The proposed amendments to 1956 appropriation language contained in Hous 
Document No. 185 are intended to implement the terms of title IV of Public Lav 
763, 83d Congress, as amended, which authorizes the furnishing of uniforms ° 
the provision of uniform allowances to civilian employees who are required }! 
law or regulation to wear uniforms. The uniform cost or allowance may 0 
exceed $100 per annum, 
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adcitional funds are being requested for 1956 for this purpose. 


The sug- 


| amendments will only enable us to use fundcs already budgeted for 1956 
units affected are Freedmen’s Hospital, Public Health Service, and Saint 
eths Hospital, which furnish uniforms for guards, nurses, attendants, 

tians, ete., and the Bureau of Old-Age and Survivors Insurance, which 


shes uniforms for guarcs only. 


total number of employees for this Department who are required to wear 
iforms is 5,976, at an average cost of $49 per annum. 
[Inasmuch as most of the appropriations involved are in the Public Health 
Service, representatives of that organization are present and can furnish any 


ditional detail the committee may desire. 


Uniform allowances, fiscal year 1956 cost 


Category 


¢ Health Service: 
s and practical nurses- - - 
‘titians 
ipational and physical therapists 
ispectors, pilots, and marine engineers-.-- 


Total PHS-.-..-- 


lizob ths Hospital: 

Attendants ‘ 

Firefighters and guards 
Housekeeping aids 

Kitchen and laundry employees 
\Vurses 
Interns 2 ain 
lherapists and miscellaneous nursing- 
Dietitians 
Beauticians. s : oh ; . 
Parts of uniforms not now furnished but to be furnished 


Freedmen’s Hospital eta a 
Bureau of Old-Age and Survivors Insurance: Guards 


TORE: okeiwcea tea ean 3 


} 


Number of 
employees 


2,015 | 


712 


49 | 


5, 976 | 


Total cost 


900 
. 780 
5, 720 
32, 600 


205, 000 


456 





512 
, 980 
, 761 
» 629 
616 
120 
417 
1tl 
9, 468 
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SUBCOMMITTEE ON INDEPENDENT OFFICES APPROPRIATIONS 
ALBERT THOMAS, Texas, Chairman 


SIDNEY R. YATES, Illinois JOHN PHILLIPS, California 

JOE L. EVINS, Tennessee CHARLES W. VURSELL, [Illinois 

EDWARD P. BOLAND, Massachu- HAROLD C. OSTERTAG, New York 
setts 


WEDNESDAY, JUNE 22, 1955. 
GENERAL SERVICES ADMINISTRATION 


WITNESSES 


EDMUND F. MANSURE, ADMINISTRATOR. 

MAX MEDLEY, COMPTROLLER 

M. H. ELLIOTT, GENERAL COUNSEL 

W. P. TURPIN, ASSISTANT COMPTROLLER, BUDGET 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION- 

P. C. JUMONVILLE, CHIEF, ESTIMATES AND ANALYSIS 

PETER A. STROBEL, COMMISSIONER, PUBLIC BUILDINGS SERVICE 

F. S. POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS 
SERVICE 

J. E. STRAWSER, ADMINISTRATIVE OFFICER 

C. G. PALMER, CHIEF, ESTIMATES 

D. E. DOYLE, CHIEF, PROJECTS AND SITES 

OTIS R. POSS, ACTING DIRECTOR, DESIGN AND CONSTRUCTION 

Cc. E. MACK, COMMISSIONER, FEDERAL SUPPLY SERVICE. 

CARL KRESL, CONSULTANT 

HESS KLINE, CONSULTANT 

W. S. MacLEOD, DIRECTOR, STANDARDS 

R. T. DALY, DIRECTOR, STORES 

L. L. DUNKLE, JR., DEPUTY DIRECTOR, PURCHASES 

R. H. BAHMER, ASSISTANT ARCHIVIST 

WALTER ROBERTSON, JR., ADMINISTRATIVE OFFICER 

ELMORE WHITEHURST, ASSISTANT DIRECTOR, UNITED STATES 
COURTS, ADMINISTRATIVE OFFICE 


Mr. Tuomas. The committee will please come to order. 

We have with us the General Services Administration. It is 
certainly nice to see our many friends again. It is good to have with 
us Mr. Mansure, the Administrator; and Mr. Elliott, the General 
Counsel; and Mr. Turpin, the Assistant Comptroller; Mr. Cameron, 
the Director of the Budget Division; Mr. Jumonville, the Chief of the 
Estimates and Analysis Division; Mr. Poorman, Deputy Commis- 
sioner, Public Buildings Service; Mr. Strawser, Administrative 
Officer; Mr. Palmer, Chief of the Estimates Division; and Mr. Doyle, 
Chief of Projects and Sites. . 

Of course, being a merchant myself, it is always nice to have with 
us our fellow merchants—Mr. Mack, the Commissioner of Federal 
Supply; Mr. Kresl, Consultant; Mr. Kline, Consultant; Mr. Mac- 
Leod, Director, Standards; Mr. Daly, Director, Stores; Mr. Dunktle, 
Deputy Director, Purchases; and from the Archives and Records 
Service we have Mr. Bahmer, Assistant Archivist; and Mr. Robertson, 
Administrative Officer. 

Is there anyone we have left out? 
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Mr. Administrator, do you have a short statement for us, or if you 
have a long one we will be glad to listen to you. 

Mr. Mansure. I have a very short one. 

Mr. Tuomas. All right, proceed. 


GENERAL STATEMENT 


Mr. Mansure. House Document No. 171 dated May 26, 1955, 
includes seven supplemental items for GSA for fiscal year 1956 
totaling $17,095,000 in appropriations. 

Two items involve the lease-purchase program for which an appro- 
priation of $15 million and an increase in program limitation of $10 
million are requested. These are in fact regular 1956 estimates for 
this program which had been purposely omitted from the budget last 
January, for later submission. 

You may recall the statement on page 875 of the regular hearings 
that a program for 1956 had not yet been developed but as soon as it 
could be done, supplemental estimates for increased limitation and 
funds would be proposed. A program has now been developed and 
the estimates are before you. 

Another item is for $1,300,000 mainly to cover additional expenses 
due to increase in volume of sales in the general supply program from 
$139.2 million on which the budget estimate was based to $160.3 
million. ‘This is the supplemental estimate referred to as pending 
in the Budget Bureau on page 914 of the regular hearings and on page 
8 of the House report. 

The other 4 supplemental items cover situations which have arisen 
since the 1956 budget was prepared and will be explained in detail 
as each item is considered. 

| thought, Mr. Chairman, if we could start with “‘Public buildings.” 
Is that agreeable with you? 

Mr. Tuomas. Does that conclude your opening statement? 

Mr. Mansure. Yes. 

Mr. Tuomas. Well, that certainly is a good one, brief and to the 
point. 

Mr. Mansureg. It summarizes the problem that is before us. 

Mr. Tuomas. Let us insert the part of House Document No. 171 
relating to the General Services Administration and I think some 
explanatory statement might be helpful for the record in view of the 
fact fiseal year 1956 has not yet started and we are still in fiscal year 
1955, yet we have supplementals for fiscal year 1956. 

(The matter referred to is as follows:) 


“Sires AND Prannine, Purcnase Contract, AND Pustic Buripines Prosecrs 


“For expenses necessary in carrying out the provisions of the Public Buildings 
Purchase Contract Act of 1954 (68 Stat. 518), $15,000,000, to remain available until 
erpended and to be in addition to and available for the same purposes as any unobli- 
gated balances which have been or may be made available, by any law enacted during 
the first session of the Eighty-fourth Congress, for carrying out the purposes of said Act: 
Provided, That any such unobligated balances may be consolidated with this 
appropriation.” 


This proposed supplemental appropriation is to provide additional funds for 
certain expenses in connection with lease-purchase activities authorized by the 
Public Buildings Purchase Contract Act of 1954 which do not become a part of 
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the lease-purchase contract. These expenses include preparation of drawings an¢ 
specifications, administrative expenses, and acquisition of sites, including oj 
investigations and tests. : 

The enactment of this appropriation and the following proposed provision yi! 
enable the General Services Administration to carry out its planned lease-purchase 
program for 1956. ; 

“The aggregate of annual payments for amortization of principal an1 interes 
thereon required by all purchase contracts entered into during the fiscal yea 
1956 pursuant to the Public Buildings Act of 1949 (63 Stat. 176), as amended 
by the Public Buildings Purchase Contract Act of 1954 (68 Stat. 518), shal! no 
exceed $10,000,000. in addition to the unused portion of the $5,990,090 limitation 
applicable prior to July 1, 1955, under section 411 (a) of the said Public Buildings 
Act of 1949, as amended.” 

This proposed provision is necessary to enable the General Services Adminis. 
tration to make annual payments under lease-purchase contracts in an amount 
sufficient to cover all projects for which funds are requested for des'gn and site 
acquisition under the appropriation “Sites and planning, purchase contract, and 
public buildings projects.” 


“ACQUISITION OF LAND, District oF COLUMBIA 


“For expenses, not otherwise provided for, necessary for the acquisition of a portion 
of the land, including improvements thereon, in square 62, District of Columbia 
pursuant to the provisions of the Public Buildings Act of May 25, 1926 (40 U. S. ¢. 
341), as amended, $400,000, to remain available until expended,” 


Under the Publie Buildings Act of 1926, as amended, the entire area in the 
District of Columbia defined as the Northwest Building Area, lying south of 
Virginia and New York Avenues, between 17th and 23d Streets, was authorized 
for acquisition. Three lots in square 62 were not acquired by the Government 
when purchases were completed in adjacent areas due to limited funds. The 
supplemental appropriation is needed at this time because the Zoning Commission 
of the District of Columbia recently approved a zoning change which permits 
commercial development of this area. Further commercial development in 
square 62 would result in a situation entirely out of keeping with permanent 
Federal development along Constitution Avenue and other Federal building 
and monuments in the general vicinity, and would substantially increase the cost 
of acquiring these properties in the future. 


“OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


“For an additional amount for ‘Operating expenses, Federal Supply Service, 
$250,000; and the limitation under this head in the Independent Offices Appropri- 
ation Act, 1956, on the amount available for travel expenses is increased by $1,000.’ 

This proposed supplemental appropriation is necessary to enable the General 
Services Administration to resume participation in the Federal Catalog program. 
The Department of Defense is moving rapidly in developing a uniform cataloging 
system and the General Services Administration must expedite its program it 
order to avoid delay and waste in providing common-use supplies to military 
agencies. Another important objective of this supplemental is to speed up 
standardization of stock numbers and descriptions of common-use items, there) 
realizing greater utilization of excess property. 


“EXPENSES, GENERAL SuppLty Funp 


“For an additional amount for ‘Expenses, general supply fund’, $1,300,000; 
and the limitation under this head in the Independent Offices Appropriation At 
1956, on the amount available for expenses of travel is increased by $30,500.” 

Of the foregoing proposed supplemental appropriation, $1,000,000 is needed to 
permit the general supply fund to handle a substantially larger increase in business 
than was anticipated in the budget, resulting from recent agreements with te 
Department of Defense. The remaining $300,000 is needed to finance nol 
recurring costs of reorganizing the present supply system, thereby making possi? 
future reductions in overhead costs. 
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“QPpERATING EXPENSES, NATIONAL ARCHIVES AND REcorRDS SERVIC! 


For an additional amount for ‘Operating expenses, National, Archives and 
rds Service’, $145,009.” 
s proposed supplemental appropriation is required to enable the General 
es Administration to accept 600,000 cubic feet of Veterans’ Administration 
rds for storage in low-cost Federal records centers, thereby releasing valuable 
space and equipment for other uses. 


“STRATEGIC AND CRITICAL MATERIALS 


The onerem riation granted under this head in the Independence Offices Appro* 
tion Act, 1986, shall be available for necessary expenses for transportation and 
ing within the United States (including charges at United States ports), storage, 
ty, and maintenance of strategic and critical materials acquired for the supple- 
tal stockpile pursuant to section 104 (b) of the Agricultural Trade Development 
* “Aestie Act of 1954 (7 U. S. C. 1704 (b)).” 
This proposed provision is necessary to clarify the availability of regular stock- 
pile appropriations for payment of expenses incidental to procurement of strategic 
| critical materials for a ‘supplemental United States stockpile’ authorized 
inder section 104 (b) of the Agricultural Trade Development and Assistance 
Act of 1954. That act provides for the procurement of strategic mater’als with 
eign currencies, but it makes no provision for payment of necessary dollar ex- 
penses within the United States for transportation, handling, inland freight, stor- 
age and maintenance of the materials acquired for the supplemental stockpile. 


Of course the committee frowns on supplementals. We much 
prefer that the agencies get their business in shape and on such a basis 
that action between the agencies and the Bureau of the Budget can 
eliminate supplementals. No doubt under our system of operations 
in the Bureau of the Budget sometimes it places a burden upon the 
agencies to forecast some estimates so far in advance. No doubt your 
1956 budget, which was presented in great detail some 60 or 90 days 
ago, was prepared just about this time last year. 

Mr. Mansure. That is correct. 

Mr. Tuomas. So that when you finally have an opportunity to 
present it, it is at least 6 months old. With that thought in mind, 
we are very sympathetic to your problems. 

Of course, you have two brandnew items here involving the lease- 
purchase program upon which you have not been in a position to make 
an estimate. Perhaps as the matter stands today these estimates are 
far from firm too. 


SITES AND PLANNING, PuRCHASE CoNTRACT, AND PuBLic BUILDINGS 
PRosEctTs 


At this point we will insert in the reeord pages 1, 2, and 3. This 
deals with sites and planning, purchase contract, and public buildings 
projects. 

(The pages referred to are as follows:) 


SITES AND PLANNING, PuRCHASE CONTRACT, AND PuBLic BUILDINGS PROJECTS’ 
APPROPRIATION LANGUAGE 


“Sites end p'anning, purchase contract, end pub’ic bui'dings projects: For expenses 
necesscry in carrying out the pvovisions of the Pub.ic Buildirgs Purchese Cortract 
Act of 1954 (68 Stet. 518), $15,000,000, to remain cvei'able until experded ard to be 
tn cddition to and avai'ch e for the same purposes as ary urobligated ba'arces which 
have heen or may be made available, by any law enacted during the first session of the 
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Eighty-fourth Co qress, for carrying out the purposes of said Act: Provided, That any 
such unobligated valances may be conso.idated with this appropriation.” 


GENERAL STATEMENT 


“This proposed supplemental appropriation is to prov ide additional funds fo; 
certain expenses in connection with lease-purchase activities authorized by the 
Public Buildings Purchase Contract Act of 1954 which do not become a part of 
the lease-purchase contract. These expenses include preparation of drawings 
and specifications, administrative expenses, and acquisition of sites, including 
soil investigations and tests. 

“The enactment of this appropriation and the following proposed provisioy 
(see p. 7) will enable the General Ser\ ices Administration to carry out its planned 
lease-purchase program for 1956.” (H. Doc. No. 171, 84th Cong., parenthese 
supplied.) 

At the time budget estimates for 1956 were prepared this program had not 
progressed sufficiently to guide development of a firm program for 1956. The 
statement submitted to Appropriations Committees, reprinted on page 875 of 
the regular House hearings, explained this situation and stated that as soon as 4 
program could be developed, supplemental estimates for increased limitation and 
funds for 1956 would be proposed. 

A program has now been developed. This estimate covers the unfinanced 
portion of the cost of carrying out the portion to be performed during 1956. | 
also provides for the increase in program limitation necessary through June 30, 
1956. 

DEVELOPMENT OF THE PROGRAM 


Title I of the Public Buildings Purchase Contract Act of 1954 (Public Law 519, 
83d Cong., approved July 22, 1954), amended the Public Buildings Act of 1949 
(63 Stat. 176) to permit acquisition of title to real property and provide for 
construction of certain public buildings thereon by executing purchase contracts 

It augments GSA’s authority to provide space required for the Government’s 
operations now provided by (1) the straight leasing method and (2) direct Federal 
construction. The new law permits acquisition of buildings needed for per- 
manent activities on a pay-as-you-go basis similar to the method by which homes 
are acquired by individuals. 

Buildings meeting the criteria of need and permanence will be constructed with 
private capital and will be purchased by equal annual payments for amortization 
of principal with interest thereon over a period of not less than 10 nor more than 
25 vears. At the end of the period, title in the property will vest in the United 
States. During the contract period, property will remain on local tax rolls and 
the contractor will be reimbursed for all taxes paid. 

Basic program includes 47 projects proposed for submission to and approval 
by the Director, Bureau of the Budget, and Committees on Public Works of the 
Senate and House, as follows: 


| Estimated | Magnitude of 
number of anticipated 
projects cost 


Approved projects ; $7, 320, 00 
Proposed additional projects . : 240, 112, 00 


Total 247, 432, 000 


As the status of proposed projects is subject to change from day to day, 
up-to-date list will be provided at the hearings. 

Expenses necessary in developing these projects include satellite costs suc! 
as acquisition of sites, soil investigations and tests, preparation of drawings 
and specifications, supervision of construction and general expenses, none 0 
which are to be prov ided by the lease-purchase contractor. Substantial portions 
of this expense will be incurred prior to inviting bids for such contracts. 

Initial finane ing of the program was provide d by the Supplemental Approt yria- 
tion Act, 1955, which authorized use of unobligated balances of funds previou usly 
made available under the head ‘‘Construction, purchase, remodeling, and de- 
signing, buildings outside the District of Columbia,’’ and under the head ‘ ‘Sites 
and planning, public buildings outside the District of Columbia.” The 199° 
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indepe ndent offices appropriation bill (H. R. 5240) would authorize continued 
je of such funds. Balances of funds currently available will be exhausted 
ari in 1956, making it necessary to obtain an additional appropriation for this 
purpose for 1956. 

' Total funds required for prosecution of this $247,432,000 construction pro- 
cram and the net amount of this estimate for 1956 are summarized below: 


Budget activities 


| 
Total 
estimated 
satellite 
costs 1955 





Site acquisition._- | $9, 100, 000 | $175, 000 | $8, 925, 000 


2, Design, engineering, etc 14, 845, 920 | 325, 000 | 9, 375, 000 $5, 145, 920 


14, 103, 920 | 289, 000 | , 872, 000 4, 942, 920 
(b) Soil tests and investigations........-- 371,000 | 7,000 240, 000 124, 000 
(c) Gomeral expenses. ... ......2.......... | 371,000 29, 000 263, 000 79, 000 


(a) Drawings and specifications 


| 
| 
cH 
| 


OI se ce hs re cae | 23,945,920} 500,000 | , 300, 000 5, 145, 920 





Analysis of funds 


Total costs for development of program (from above) $23, 945, 920 
Deduct portion of program carried forward to 1957 —5, 145, 920 


Total obligations 1955-56 18, 800, 000 
Deduct funds available from other appropriations as authorized by 
Supplemental Appropriation Act, 1955 —3, 800, 000 


Amount of this estimate 15, 000, 000 
JUSTIFICATION 

1, Site acquisition.—Government owns sites for 21 of the 47 selected projects, 

leaving sites to be acquired for 26. Estimated costs of these sites, based on 

appraisal of suitable locations are included in the total anticipated cost for each 
project. 

Number of sites to be acquired 26 

Average cost $350, 000 

$9, 100, 000 

2. Design, engineering, etc.—Included under this subhead are costs of soil tests 


ind’ investigations, preparation of drawings, and specifications and general ex- 
penses of the program. 


Magnitude of program .-.------ $247, 432, 000 
Unit cost (percent) — ‘ 6 


$14, 845, 920 
5, 14 5, 920 


Performance cost, 1955-56 9, 700, 000 


Costs are based on application of GSA’s standard architectural service rate 
scale to median project to arrive at average cost for the range of projects proposed 
inthe basic program. Requirements for 1955-56 are based on experience factors 
és applied to total program, and reflect timing of services rendered based on 

inimum cost consistent with design and construction standards. 

re Tuomas. This goes back to the rather recent legislation passed 
in the closing days of Congress last year, the Public Buildings Purchase 
Contract Act of 1954, w hich is Public Law 519 of the 83d C ongress. 
You are seeking an appropriation here of $15 million to cover some 
‘7 projected projects, none of which have been approved, for exactly 
what the language says, sites and planning, purchase contracts dealing 
with preparation of drawings and spec fications, administrative ex- 
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penses, and acquisition of sites, including soil investigations and 
tests, but not for payments under the contracts which may or may not 
be entered into. 

Give us a quick rundown on this proposition, Mr. Mansure. What 
is the situation? 

Mr. Mansure. I would like for Mr. Poorman to give you that 
Do vou have that material there? 

Mr. Poorman. I believe so, sir. 

As the chairman has outlined, this is a new program to us and this 
is the first opportunity we have had to appear before your committee 
with reference to the lease-purchase program. 

We are proceeding with this program on the premise that it repre- 
sents a high potential to obtain some urgently needed facilities. We 
feel that 1t is not equal to direct appropriations but that it is one 
method of providing essential space under present budgetary limita- 
tions. 

Preparatory to proceeding with the program, we have had a panel of 
specialists review our entire procedures, standards, and specifications 
to insure that we are bridging the gap from some 15 5 years ago, when 
we substantially discontinued all Federal building construction, to the 
present. Those studies are substantially completed, and we now feel 
that we are prepared to proceed aggressively with the program. 

The initial legislation contained a limitation on projects to be 
started to those on which annual payments for amortization of princ- 
pal and interest could not exceed $5 million. We had available some 
balances of prior appropriations which enabled us to go ahead with the 
design of plans and the acquisition of sites on a few projects. 

As a matter of principle we have not proceeded with either site 
acquisition or plans until the project prospectuses were approved by 
the Bureau of the Budget and both the House and the Senate. 

Mr. Tuomas. That is written into your basic legislation, is it not? 

Mr. Poorm,n. Yes, sir. 

Mr. Yarszs. Ww hen you say approved by the House and Senate, 
do you mean the House and Senate Public Works Committees? 

Mr. Poorman. Yes, the House and Senate Public Works Con- 
mittees. 

Mr. Yarrs. Rather than the House and Senate themselves? 

Mr. Poorman. Yes. 


NUMBER OF PROJECTS UNDER IMMEDIATE CONSIDERATION 


We currently have 11 projects with a value of about $28 million 
approved. 

Mr. Yares. By the committees? 

Mr. Poorman. By the committees. Another for $12 million has 
just been approved and is en route to the Public Works Committees. 

There are currently in the Bureau of the Budget 6 projects totaling 
$28 million. T here will be an additional $41 million worth of projects 
submitted to the Bureau of the Budget before the current week is ove! 

Mr. Tuomas. How do you break down your $41 million? 

Mr. Poorman. Two projects at $41 million estimated cost. 

Mr. Tuomas. But vou are not going to expend all that money #! 
one time? 

Mr. Poorman. No. That is the total cost, sir. 
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We have satisfied the Bureau of the Budget that our procedures are 
now sound; that our standards are efficient and economical, as evi- 
denced by the submission of the supplemental appropriation. They 
appare intly concur in our belief that we will be able to submit before 


Bihis session adjourns approximately $130 million worth of projects 


and that by the time of your reconvening in January we will have an 
additions! $120 million worth of projects, or a total of approximately 
) million through June 30, 1956. 

Mr. THomas. Your justification says you have 4 approved projects 
and now you state you have 11 and that more are in the budget now. 
Which is correct, the 11 or 4? 

Mr. Poorman. The four reflect the program as it stood last April 
when this estimate was submitted to the Budget Bureau. The 11 is 


fnow the actual approved number by the House and Senate Public 


Works Committees. 
ACQUISITION OF SITES AND PLANNING 


Mr. THomas. And your estimate of $15 million is purely for 
planning? The record ought to be clear on that. This is for the 
preparation of drawings and plans and specifications, soil investiga- 
tions and tests? 

Mr. Poorman. And acquisition of sites. 

Mr. Toomas. And acquisition of sites, and has nothing to do with 
the construction? 

Mr. Poorman. That is correct. 

Mr. Vursevut. May I ask a question at this point, Mr. Chairman? 

Mr. Tuomas. Surely. 

Mr. Vursetut. Do you propose to build on a number of sites that 
are already owned by the Government? 

Mr. Poorman. Wherever appropriate Goverrment-owved sites are 
available, we do. In some instances we need additional land contigu- 
ous to the land we own, and in other instances we must acquire new 
sites. 

Mr. Vursetu. You say some of this money is going to be spent for 
planning. Do I understand that in this lease-purchase arrangement 
the architects’ costs are not paid by the Government but are amor- 
tized by rent, or do you mean by planning that you have a group of 
architects that really draw the specificatior 1s? Is it incumbent upon 
the people who are going to finance it in the main to draw the specifica- 
tions? 

Mr. Poorman. We contemplate, sir, since these buildings will ulti- 
mately be federally owned, to control the design of the buildings. 
However, we propose ‘to employ private architects and engineers to 
actually draw the plans and specifications. 

Mr. VoursExt, Who will cooperate with the other architects and 
engineers? 

Mr. Poorman. No. They will design them under our supervision. 
Upon completion of the designs it is our intention to advertise simul- 
taneously for 2 contracts, 1 for construction and 1 for financing, and 
fa man wants both, he can qualify both his bids to say he is to be 
awarded both or neither; and if he is lower than any combination of 
contractor plus a financi ier , he would be awarded the entire contract 


< 
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Mr. VurseEuu. I was a little hazy on that and I am glad to have jt 
cleared up. 

Mr. Poorman. We feel we can best acquire sites, by virtue of ow 
rights of condemnation and other advantages, through appropriated 
funds. We feel we should control the designs since we will own and 
control the buildings ultimately. This appropriation is for that 
purpose. 

Mr. Vursett. I am in full accord with your purpose. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


RESPONSIBILITY OF THE POST OFFICE DEPARTMENT FOR POST OFFICE 
CONSTRUCTION 


Mr. Tuomas. Following Mr. Vursell’s question, I think it would be 
very helpful for the record at this point to have a little statement 
showing that what the General Services Administration is requesting 
is only one-half or one-third or two-thirds of the whole picture. The 
jurisdiction of the General Services Administration in this particular 
activity under the lease-purchase program applies only to multi- 
purpose buildings. Where a building is going to be used exclusively 
by the Post Office Department, that will come under the jurisdiction 
of the Post Office Department crowd and not the General Services 
Administration. 

While we are on sites and planning, and of course you have another 
paragrapb for the amortization money which is separate and distinct 
from this, is the General Services Administration prepared to make 
an estimate of the number of buildings that will fall under your 
jurisdiction that will ultimately be required in a period of 5 or 10 years 
in the future to satisfy Government needs? I am not speaking of 
those that will come under the jurisdiction of the Post Office Depart- 
ment. 

Mr. Poorman. We have made no such tabulation yet, sir. 

Mr. Tuomas. Do you have a rough idea? 

Mr. Mansure. Let me put it this way. I believe we pretty well 
visualize now the immediate need over the next 5 years. The requests 
by various interests, including Members of Congress, for construction 
develop almost weekly. Do I make this point? 

Mr. Tuomas. Yes, I understand. 


ESTIMATED CONSTRUCTION COST FOR FIRST 47 PROJECTS 


Getting back to this subject, you are seeking $15 million in this 
item and it will cover the sites and the planning for 47 projects having 
an ultimate cost of $247,432,000. What will we use this $15 million 
for? 

Mr. Poorman. Approximately $9 million of it will go for sites and 
another $9.3 million for plans, giving a total of $18.3 million, of 
which $3.3 million will be financed out of balances carried forward 
from prior appropriations. 

Mr. Tuomas. Out of your 47 projects, how many sites are presently 
owned and have been owned by General Services Administration for 
several years? . 

Mr. Poorman. The tabulation you were furnished this morning 
gives up-to-date information on that. Actually, it contemplates 25 
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locations at which either additional land or new sites will be required. 

Mr. Tuomas. In other words, you own approximately 50 percent 
of the sites already. Out of this $15 million you will spend $9 million 
for acquisition of sites and it will cost $9,375,000, as set out on page 2, 
for drawings and specifications, soil tests and investigations, and 
veneral expenses? 
~ Mr. Poorman. That is correct. 

Mr. Tuomas. Your total cost for development of the program will 
be $23,945,920, but for this year you will only need $15 million? 

Mr. Poorman. That is correct. 


PERSONAL SERVICES 


Mr. Tuomas. Let us look at personnel. I notice you are paying 6 
percent for engineering and design. What part of this will be done 
by General Services and what part by private architects and en- 
gineers? 

Mr. Poorman. It will all be designed by private architects and 
engineers. It will be checked by General Services in the same fashion 
that other agencies review plans. However, 6 percent represents more 
than design—it includes also the cost to us of checking and certain 
administrative expense during the 1956 period. 

Mr. Tuomas. And you are going to have to add to your own staff 
45 architects, is that correct? 

Mr. Poorman. Mr. Turpin can answer that. 

Mr. Turpin. The estimate calls for approximately 45 employees 
that would be financed directly under the lease-purchase program 
funds. 

Mr. Tuomas. Personal services will be $245,300 for 45 employees? 
Is that correct? 

Mr. Turpin. Yes. 

TRAVEL 


Mr. Toomas. And your travel is $60,000 for next year? 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. Why that large travel item? 

Mr. Turpin. That would be the travel for the engineers that would 
be surveying the sites, developing data from which prospectuses for 
these lease-purchase projects would be prepared, and so forth. 


SUPPLIES AND MATERIALS 


Mr. Toomas. Why $10,000 for supplies and materials? That is 
about $250 per man per year. What are you going to buy for them? 

Mr. Turpin. That would be the supplies and materials that would 
be required by these 45 employees, and in addition the supplies that 
would be used by our engineers and architects in connection with the 
supervision and review of the drawings and specifications. 

Mr. Tuomas. Are these people going to be located in the field or in 
the District of Columbia? 

Mr. Turpin. Approximately 30 will be located in the central office 
and the remainder in the regional offices. 

Mr. Tuomas. What per diem is this $60,000 based on? 

Mr. Turpin. It was based on the existing law, which is $9 a day. 
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Mr. Tuomas. It is going to be increased so you will have to increase 
this item later on, will you not? 

Mr. Turpin. It would have to be unless we could make some 
arrangement to curtail the travel to stay within this amount. 


PURCHASE CONTRACT AND PUBLIC BUILDINGS LIMITATION 


Mr. Tomas. Let us put page 7 in the record at this point. 
(The page referred to is as follows:) 


RCHASE JONTRACT AND JBL JIL NGS : MITATIO 
“Por Con Pusiic Burtpines” (LIMITATION 
APPROPRIATION LANGUAGE 


“The aggregate of annual payments for amortization of principal and interest 
thereon required by all purchase contracts entered into during the fiscal year 
1956 pursuant to the Public Buildings Act of 1949 (63 Stat. 176), as amended 
by the Public Buildings Purchase Contract Act of 1954 (68 Stat. 518), shall 
not exceed $10,000,000, in addition to the unused portion of the $5,009,009 limi- 
tation applicable prior to July 1, 1955, under section 411 (a) of the said Public 
Buildings Act of 1949, as amended.” 


GENERAL STATEMENT 


“This proposed provision is necessary to enable the General Services Adminis- 
tration to make annual payments under lease-purchase contracts in an amount 
sufficient to cover all projects for which funds are requested for design and site 
acquisition under the appropriation “Sites and planning, purchase contract, and 
public buildings projects.” (H. Doc. No. 171, 84th Cong.). 


JUSTIFICATION 


The proposed language change in effect establishes the overall scope of the 
lease-purchase program for the 2 years ending June 30, 1956, at $247,432,000, 
by limiting aggregate annual payments for amortization of principal and interest 
on approved projects at $15 million. 


Computation of specific limitation for 1956 


COMPUTATION OF BASE FOR LIMITATION 
Total program - - - -- $247, 432, 000 
Deduct: 
Expenses provided for under “Sites and planning 
purchase contract, and public buildings proj- 
ects”: 
Site acquisition $9, 100, 000 
Design, engineering, etc.: 
Through 1956 9, 700, 000 
In 1957 5, 145, 920 


Total deductions 23, 945, 920 


Total cost subject to payment of principal and 
interest 223, 486, ” 
COMPUTATION OF ANNUAL PAYMENTS 
Annual payments: 
For amortization of principal, $223,486,080, 25 years 

For interest, based on maximum rate, $223,486,080 times > 
4 percent averaged over 25 years 5, 366, 348 
es 
Total annual payments (limitation) 14, 305, 792 


Rounded 15, 000, 000 
i 5, 000, 000 


Additional limitation required for $247,432,000 program... _ 10, 000, 000 
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Mr. Tuomas. This is the amount that will help you amortize, just 
like a man buying a house. 

The aggregate of annual payments for amortization of principal and interest 
thereon required by all purchase contracts entered into during the fiscal year 
1956 pursuant to the Public Buildings Act of 1949 (63 Stat. 176), as amended 
by the Publie Buildings Purchase Contract Act of 1954 (68 Stat. 518), shall not 
exceed $10 million, in addition to the unused portion of the $5 million limitation 
applicable prior to July 1, 1955, under section 411 (a) of the said Public Buildings 
Act of 1949, as amended. 

What do you consider your total annual payments to be under your 
authorization? Is it $10 million or $15 million? 

Mr. Turpin. $15 million is the estimated total of annual payments 
for lease-purchase projects expected to be approved during the 2 years 
ending June 30, 1956. 

TAX PAYMENTS 


Mr. ‘TxHomas. Who will pay the taxes? The Government is, of 
course, but where does that money come from? 

Mr. Poorman. That is a part of the annual payments—— 

Mr. THomas. Do you not think your appropriating language ought 
to have that in it in order to avoid any confusion hereafter? 

Mr. Exvurorr. I do not think that is necessary for the reason our 
lease-purchese agreements will provide that the Government will pay 
annually a fixed amount to amortize principal and interest plus what- 
ever :mount is necessary to reimburse the owner for other payments 
which he makes under the contract, including taxes. We would not 
pay the taxes directly. 

Mr. Tuomas. That is what I understand. It is a separate and 
distinct item and you had better change the language to include it, 
do you not think so? 

Mr. Putturpes. What language do you mean? 

Mr. Tuomas. It says “amortization of principal and interest” and 
you ought to include the other item. It will be a separate and distinct 
thing and it will be paid perhaps not on a monthly basis but maybe in 
a lump sum at the end of the year and for your own protection it 
might be well to consider putting it in there. 


INTEREST RATES TO BE DETERMINED BY COMPETITIVE BID 


What rate of interest are you allowing in these contracts? 

_ Mr. Poorman. We are using 4 percent in setting up the prospectuses 
inasmuch as it is required under the law to carry a ceiling in each 
prospectus. We expect competitive bidding to produce lower rates. 

Mr. Tuomas. What do you mean when you say the law requires 
4 ceiling? 

Mr. Poorman. Mr. Elliott, will you take up the provisions of the 
act with regard to the ceiling in money that is shown there? 

Mr. Toomas. Here is what I have in mind: Here is a building you 
estimate will cost the contractor $1 million to complete. That is your 
figure and it is his. It may cost him more or it may cost him less. 
What are your payments plus interest and taxes? What will they 
eon an annual basis based on a 25-year amortization period? How 
much are you going to let him make? 
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Mr. Exuiorr. We are not going to let him make anything Other 
than what would have been a reasonable contractor’s profit in the 
erection of the building. The law says 

No such purchase contract shall provide for any payments to be made by the 
United States in excess of the amount necessary, as determined by the Adminis. 
trator, to— 

(1) amortize— 
(A) the cost of improvements to be constructed plus the fair market 
value, on the date of the agreement, of the site, if owned or acquired 
by the contractor; or 
(B) the fair market value, on the date of the agreement, of completed 
improvements together with the site thereof; or 
(C) a combination of the foregoing in the case of existing improve. 
ments to be remodeled by the contractor; and 
(2) provide a reasonable rate of interest on the outstanding principal’as 
determined under (1) above; and 
(3) reimburse the oie for the cost of any other obligations assumed 
by him under the contract, including (but not limited to) payment of taxes, 
costs of carrying appropriate insurance, and costs of repair and maintenance 
if so assumed by the contractor. 

In the House committee report on the bill, there was a statement 
that in the reimbursement provided in paragraph (3) there could be 
included a reasonable construction contractor’s profit as distinguished 
from an entrepreneur’s profit. 

Mr. Tuomas. All saat. The Government owns a site. The title 
is in the Government. You make a contract with X contractor for 
a building. Just spell out the mechanics; what is involved in that 
contract. The Government owns the land. Start from there and 
spell out the mechanics of what you are going to do and what. type 
of contract you will have. The laws say you will pay interest? 

Mr. Euuiorr. Yes, sir. 

Mr. Tuomas. At a reasonable rate? 

Mr. Exuiorr. Yes. 

Mr. Tuomas. It does not fix the interest at a set rate; it has to be 
reasonable. 

Mr. Exuiorr. Yes. 

Mr. Tuomas. And you have decided on a 4-percent interest rate. 
If the contractor can borrow the money at 2 percent, that is all right’ 


SEPARATE COMPETITIVE BIDS FOR FINANCING AND CONSTRUCTION 


Mr. Exuurorr. No, sir. Our present thinking is we are simulta- 
neously going to take competitive bids for two things—one for the 
money and the other for the construction. We will take bids for 
the money. Let us take that one first. Whoever comes in with the 
cheapest rate of interest will supply the financing. 

Mr. THomas. You are not going to make the contractor furnish 
his own money? 

Mr. Exuiorr. No. However, any individual may come in and 

make an all-or-nothing bid and if his combination is lower than two 
individual bids, he will get the job. 

Having taken bids on nities if the X finance company bids 35 
percent, we at the same time are taking bids for a turnkey job of 
construction of the building. 

Mr. Poorman. Using all our present standards and policies which 
have been developed over the years. 
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Mr. Tuomas. You certainly have not developed any over the years 
on this. 

Mr. Poorman. So far as the physical characteristics of Government 
buildings are concerned 

Mr. Tuomas. Go ahead, Mr. Elliott. 

Mr. Exurorr. Say Y is the low bidder for the construction. Then 
wemarry X, the financier, to Y, the contractor. We sign the contract 
with the two because we want to leave it flexible so that the financier 
or the contractor can be the nominal title holder. Our contract will 
provide that commencing on the date the building is completed and 
accepted by the Government, we agree to pay him X dollars over the 
tem. Let us assume it is a 25-year term. That X dollars will be 
computed as follows: Amortizing the capital cost-——— 

Mr. Toomas. You skipped over the big item of construction. Let 
us go back to that construction. You did not give us a very clear 
picture on that. You got over that right quick. Let us go back over 
that. 

Mr. Evurorr. We will take bids on a turnkey basis on the con- 
struction cost, just as we would take bids if this were to be financed 
by appropriated funds, and the lowest responsible bidder will get the 
job. 

Mr. THomas. Suppose you have a private contractor who will 
construct the building and you have a bank or insurance company 
that will furnish the money. What connection will this bank or 
insurance company have with the contractor who will build the 
building? 

Mr. Exxiorr. The proposal for financing that will govern the bids 
on money will require that the successful finance bidder will provide 
the funds for this contractor to put up the building. Their safe- 
guards will be setting up a construction fund with checks on the pay- 
ments; a performance bond by the contractor; plus that once the 
building is accepted by the Government then there is a firm uncancel- 
able obligation of the Government to continue to pay throughout the 
period. 

Mr. Tuomas. What percentage will you allow the construction con- 
tractor? Are you going to include in the contract the actual cost of 
the building plus a profit or will it be a turnkey job? 

Mr. Exxiorr. It will be the latter, a turnkey job. 

Mr. Tuomas. If he loses $100,000, that will be his hard luck? 

Mr. Exuiorr. That is correct. 

Mr. Toomas. And if he makes $250,000, that will be to his good? 

Mr. Exriorr. That is correct. 

Mr. Yarrs. And will be investigated by a Senate committee later. 

Mr. Mansure. Not if he is low bidder. 


POSSIBILITY OF WINDFALL PROFITS 


Mr. Tuomas. There will not be room in your contract for a windfall 
profit. Will there be any escape clauses in there where we can go up 
or come down, or will it be firm? 

Mr. Exxiorr. Our plan is that this will be firm. It will be done by 
the time-tested method that has seemed to serve the Government best, 
that is, to have open competitive bids and let the laws of the market 
place determine who will be awarded the contract. 
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Mr. Tuomas. The law says the payments are to be made over , 
term of 10 to 25 years. 

Mr. Exuiorr. That is correct. 

Mr. Tuomas. Is there any escape for either the Government or the 
financier or the builder? 

Mr. Exuiorr. There is no escape for any of the parties once the 
documents are signed. In my judgment, when the documents are 
signed equitable title is in the Government. The term will be fixed 
at the time the documents are signed. The law says we can make it 
from 10 to 25 years, but it will be for a specific term for each contract. 

Mr. Poorman. The contractor would proceed under the same 
rules and regulations that would apply to appropriated funds. We 
would anticipate that the progress payments would be made by the 
financier based on certificates from GSA and normally, upon comple- 
tion of the construction period, the contractor steps out of the picture 
just as on an appropriated project. 


TAX PAYMENTS NOT INCLUDED IN AMORTIZATION LIMITATION 


Mr. Jumonvintte. Mr. Chairman, may I make a comment? 

Mr. Tuomas. Yes, we want all the light we can get. 

Mr. Jumonvitur. The $15 million does not cover the tax pay- 
ments. 

Mr. Tuomas. I thought that was crystal clear. 

Mr. Jumonviutue. Under the law the Congress limits the contracts 
the Administrator may execute at the point of principal and interest 
The purchase contract, as a subitem, will provide for reimbursement 
for taxes. In this appropriation we are not requesting any funds to 
make payments to contractors. None of these projects will have 
proceeded to the point of completion during 1956. The tax money 
will be a part of a direct appropriation for payments to the financier 
in later years as the buildings are completed. So the $15 million is 
principal and interest only. 

Mr. THomas. We have been talking for the last 10 minutes on the 
$10 million item. Do you mean that will not amortize all that? 

Mr. Jumonvitie. The total limitation for 1955-56 is $15 million, 
and that is for principal and interest payments only. 

Mr. Tuomas. Your statement was certainly worthwhile. What 
is this $10-million item for? 

Mr. Turpin. Mr. Chairman, the $10-million item is the additional 
amount to the original $5 million to make the total of $15 million. 
This is the estimated amount of annual payments that would be 
required to amoritze the principal and interest on this program ol 
$247 million of construction projects. 

Mr. Tuomas. That is all crystal clear. That is why I thought 
the gentleman down there confused the item. 

Mr. Turpin. If interpretation is made that the law says the pay- 
ment of the taxes must be included under this limitation, the 
this estimate would have to be increased by whatever amount | 
necessary for the taxes. 

Mr. Tomas. You are not including taxes in your sites and plat- 
ning item, are you? 

Mr. Turpin. No. That would be included in an estimate of funds 
required each year for payments to financiers. 
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Mr. THomas. Why not write it in here, “including taxes,” then 
nobody will be up in the air about it. 

Mr. Exutiorr. This amount is not an item of appropriation. It is 
an item of limitation. The moneys will come out of general appro- 
priations which you gentlemen will make in subsequent years. As 
\ir. Turpin explained, the act requires that there be a limitation in 
each annual appropriation act and that we not exceed, in terms of 
total aggregate annual payments, the amount of that limitation. 

So that the effect here would be that there would be a $15 million 
limitation for the aggregate of all annual payments under all annual 
purchase contracts that we will have entered into through June 30, 
1956. 

Mr. Tuomas. That is right. It is purely language, and we are 
irying to straighten out the language and get it clear. You are not 
asking for a dime at this time because you have not started making 
any payments yet, but you will be back next year for it? 

Mr. Evuiorr. Yes, sir, that is correct. 

\ir. Tuomas. It is completely separate from sites and plans? 

Mr. Evuiorr. Yes, sir. 

Mr. Tuomas. I reiterate to you that you ought to consider includ- 
ing in your language your amortization and your interest payments 
because it says in the language interest, amortization of principal, 
and certainly you are going to have to pay taxes. 

Mr. Exurorr. Yes, the language for payments to financiers will be 
made broad enough to cover taxes and not merely interest and 
amortization, Mr. Chairman. 

Mr. Tuomas. Mr. Yates. 


CONTRACTOR’S PROFITS 


Mr. Yates. Where does the seller make a profit on this deal; 
only on the construction contract? 

Mr. Exvurorr., Yes, on the construction contract under the limita- 
tions of the law, plus the fact that he may have a profit on the interest. 
That question will be determined, however, by competitive bidding. 

Mr. Yates. It seems very vague to me. Ordinarily when you 
build a building you know just what you are doing. 

Mr. Exuiorr. Well, we will know here, Mr. Yates, because when we 
take competitive bids we will know what the interest rate will be, 
because we will have to go on that, and we will know what the con- 
struction cost is going to be because we will have to go on that. 

Mr. Yates. One of the factors to be taken into consideration is the 
fact that the money is tied up for 20 years, is it not? Is not your con- 
tractor going to take that into consideration? Apparently this is 
oly one of the things that you have to take into consideration, but the 
bidder must take it into consideration in making his bid. 

Mr. Exxiorr. That is correct, but, as Mr. Poorman has explained 
we will take two separate sets of bids, one for the financing and one 
for construction. 

Mr. Yates. Yes. 

Mr. Exurorr. Mr. Mansure is establishing a Financial Advisory 
Committee on which we will have representatives of various segments 
of financing interests, banks, pension funds, insurance companies, 
hortgage bankers, and so forth, to advise us how to set this up so that 
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we can get the best deal for the Government. There are lots of types 
of investors, and, giving you one as an instance, there are the pension 
funds where they want to loan money out at a relatively low rate of 
interest, and I am talking in terms of 3% percent or 4 percent or so, in 
order to get absolute security. They have absolute security, because 
during the period of the construction of the building their capital is 
assured by the contractor’s performance bond. After the building 
has been constructed and accepted by the Government then they are 
absolutely assured of repayment of their principal plus interest by 
the Government’s firm and uncancelable obligation to pay it over a 
term of years. 

Mr. Yates. When the contracts are offered for bid, are you given 
the privilege of throwing out all bids if they are excessive? 

Mr. Exuiorr. Yes, sir. 

Mr. Poorman. We have all of the protective provisions of normal 
contracting from appropriated funds. 


AVOIDANCE OF WINDFALL PROFITS 


Mr. Yates. What happens in the event a mistake was made in 
the first instance and the contract, after a few years shows a windfall 
profit? Is there anything to be done in that instance? 

Mr. Exuiorr. I would say no, but I would like to make a distinction 
here between this type of operation and the FHA title 6 operation, 
which is the situation where the windfall was disclosed. In those 
cases by reason of bad appraising, or otherwise, on the part of FHA, 
the Government insured loans for as much as 120 percent of the 
construction cost. The construction cost was determined, of course, 
by the entrepreneur who went in there. It was not determined by 
the Government taking competitive bids after open advertisement. 

Mr. Yates. Yes, but Government protection presumably was by 
means of an action presumably based on the entrepreneur’s estimate, 

Mr. Exuiorr. That is correct. 

Mr. Yates. In this case here in the event the bids are high the 
Government would have to estimate whether the bids were high, and 
the same situation is still possible here. 

Mr. Ex.iorr. Yes, but you do have here the additional safeguard 
which I personally have always felt was the best safeguard for the 
Government and the customer—private enterprise bidding for the 
business. 

Mr. Yates. Yes. 

Mr. Exxiotrr. And with our plans all drawn so that everybody }s 
bidding on the same basis and with wide advertisement of the bids 
it seems, in general, that the man with the sharpest pencil will get 
the job. If he is a better builder and can save some money he 3s 
entitled to that profit. 

Mr. Yarzs. Is not that one of the factors in the 608 situation’ 
What occurred was that they were building projects in quantity. 
They were making savings on cost and making profits which were 
later determined to be windfall? 

Mr. Extiotr. Yes; except in the 608 situation you had one man 
going in and getting a Government agreement on an arbitrary figure 
on the cost, and then going in and building. Now here you are not 
going to have just one man doing that. The figure will be deter- 
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mined by a number of highly competitive contractors coming in and 
hidding for the business. 


PURCHASE OF EXISTING STRUCTURES 


\fr. Yates. What do you do in the purchase of an existing struc- 
ture? Is that possible under this legislation? 

Mr. E.uiorr. Yes, that is possible under the existing legislation. 

\[r. Poorman. There you would have to have an appraisal of the 
specific building that you were going to take, a specific building. 

“Mr. Evuiorr. Yes, a specific building. 

Mr. Poorman. There are no projects of that type which have been 
proposed } vet 

Mr. Yates. Is it not possible that projects of that type may be 
cheaper than these which you contemplate building? 

Mr. PoorMAN. Yes, it is conceivable under certain conditions. 

Mr. Yares. Why should not those be considered rather than actual 
construction contracts? 

\[(r. PoorMAN. In the situations that we have here we feel that the 

vlution by new construction is appropriate. We do have at least 
one instance where warehousing space was built to our requirements, 
and we do believe that there “would be distinct advantages in ac- 
quiring that, and that can be done after appropriate approvals by the 
Public Works Committees. 

Mr. Yates. Do I understand from your answer that in each of the 
cases submitted to this committee that a survey of existing property 
las been made in those particular areas to determine whether or not 
the existing structures would suit your needs and might not be 
cheaper? 

Mr. Poorman. No, sir. I would prefer to modify that by saying 
that in the instances of Rock Island, and Council Bluffs and most of 
these, that there is special purpose space, normally post-office space, 
and those space requirements are sufficiently at variance with the 
conventional construction that we either have to go in and design 
’ building to meet those needs, or alter one. There are also court 
facilities. Most of our multiple-purpose buildings include either 
post-office space or court space, and both of those are rather special- 
zed. 

Mr. Yarrs. Are you stating to this committee in each of the cases 

that you ‘inn e submitted that this is the most efficient and economical 
manner of meeting the problem? 

Mr. Poorman. In the case of the 11 projects which have been 
ipproved that is correct, and the Bureau of the Budget by independent 
evaluation has arrived at the same conclusion. 

Mr. Yates. What do you mean by independent evaluation? 

Mr. Poorman. They have actually had examiners on the site. 


APPROVALS REQUIRED FOR EACH PROJECT 


Mr. Botanp. Where do the recommendations for project approval 
come from, from GSA to the Bureau of the Budget and then to the 
Public Works Committees? 
Mr. Poorman. Yes, sir; and the law provides that each prospectus 
reflect. very comprehensive and specific information on the project. 
63859—55——41 
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Mr. Bouanp. Are these the only projects which you have listed? 
Are those the only projects throughout the Nation which GSA js 
recommending where we should go into this type of lease-purchasp 
agreement? 

Mr. Poorman. No, sir. The list shows only the projects we have 
worked up to date. 

Mr. Bouanp. In other words, there is still a great necessity for 
public building outside of the list that you have here? 

Mr. Poorman. Yes; there is a very great necessity for it. 

I might amplify the Administrator’s earlier remarks as to the magni- 
tude of the program. 7 

We are inclined to feel, at the moment, that we will level off a 
about $100 million a year for several years beyond expiration of the 
act, assuming that the program has the potential that we now feel 
it has. The act itself expires in 3 years and, of course, we would 
require an extension of that time to continue the program. 

Mr. Bouanp. As a matter of fact the possibility of windfalls js 


exceptionally small in this instance, there is hardly any chance at all 


because we have competitive bids necessarily and there is not much 
chance of collusion—— 

Mr. Exuiorr. I see very little chance for collusion that we could 
not smell out in advance. I see no more chance for a windfall here 
than there would be in any other competitive bidding purchase which 
GSA might make, such as, for instance, if we were purchasing office 
furniture in connection with our supply operation on competitive bids 

Mr. Botanp. And the reason FHA had windfalls was because the 
sponsor himself set the price, and there was no competition there, 
and here we have competition. I do not think that there would be 
very much chance for collusion. 

Has the Government ever had any experience before in this field 
of leasing? Expressly, has the Post Office Department had an experi- 
ence with that type of agreement? 

Mr. Poorman. In the financial part? 

Mr. Bouanp. Yes. 

Mr. Poorman. The Post Office has made long-term leases for space. 

Mr. Bouanp. Long-term leases, but not lease-purchase agreements’ 

Mr. Poorman. No. 

Mr. Bouanp. This is the first experience that the Federal Govern- 
ment has ever had, or this will be the first experience the Federal 
Government has ever had in this type of lease-purchase, or this type 
of agreement? 

Mr. Poorman. That is our belief; yes, sir. 

Mr. Botanp. That is all; thank you, Mr. Chairman. 


DIFFERENCE BETWEEN APPROPRIATION AND LIMITATION ITEMS 


Mr. Puriures. I am not entirely clear on this. I think I am, but 
in the mimeographed justification before me and the printed Doct- 
ment No. 171, the wording is not exactly the same, as the chairmal 
has pointed out. Now, which of these is the one that you propose for 
the appropriation bill, $10 million, in addition to the unused portion 
of the $5 million limitation, and so forth, or the one which says $1) 
million to remain available until expended and to be in addition t 
and available for the same purposes, and so forth? 
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Mr. Turpin. There are two separate items, Mr. Phillips. The $15 
million item relates to an appropriation to cover the expenses for 
sites that need to be acquired, plus drawings and specifications, 
and so forth. 

Mr. Puruuips. It does not identify it as such in the language, and 
[am reading from page 7 of Document No. 171. What I am asking 
about is a technicality, which language you are proposing for the 
printed bill? 

Mr. Turpin. The item on page 7 of Document 171 is an appropria- 
tion of $15 million for any sites that need to be acquired, plus draw- 
ings and specifications and those other expenses which are not included 
as part of the purchase contract. 

The item on page 8 of the document is one of language to authorize 
alimitation of $10 million in addition to the $5 million that we already 
have. That would be the limit on annual payments on contracts we 
could enter into. 

Mr. Putuurps. Are you telling me that they are not for the same 
purpose? 

Mr. Turpin. No, sir; they are both for the lease-purchase program, 
but one of them is funds, and one is a limitation on the annual amounts 
to amortize the purchase contracts. 


PROVISIONS OF PUBLIC LAW 519 


Mr. Tuomas. At this point now let us read into the record the basic 
act dealing with the limitation on the payment of interest, principal, 
and taxes. Let us read it into the record right at this point, as it 
will be continuing to come up annually. 

Mr. Exvuiorr (reading): 

kvery purchase contract entered into pursuant to this title shall provide for 
equal annual payments for the amortization of principal with interest thereon— 
that is one clause. 

Mr. Tuomas. All right. 

Mr. Exutiorr. The second clause is: 
and the Administrator shall not enter into any such contract unless the amount of 
the annual payment required by such contract plus the aggregate of the annual 
payments required by all other purchase contracts entered into during the same 
fiscal year do not exceed the specific limitations on such payments which shall be 
provided in appropriation acts: Provided, That prior to July 1, 1955, a limitation 
of not to exceed $5 million is hereby established for such purpose. 

Mr. Tuomas. All right, what does that language mean? That 
language means this, and if I am wrong straighten out the record, for 
last year you had a limitation of $5 million on what? On the amount 
you could pay during that fiscal year, not cumulative, but during 
that fiscal year for interest and amortization of principal. 


INCREASE IN LIMITATION ON PRINCIPAL AND INTEREST 


_ The language before the committee now raises that limitation for this 
iscal year, namely, for 1956, to $10 million plus the unexpended 
lance you had last year. In other words, the basic act says that 
each year the appropriating language must have a limitation, and it 
as to be financed on an annual basis. 

Mr. Exuiorr. That is correct, sir, but it is not a limitation on the 
‘mount that can be expended in that year. It is the aggregate of the 
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annual amortization payments of all purchase contracts that can be 
entered into. 

Mr. Tuomas. Well, you are splitting hairs now. 

Mr. Exuiorr. No, sir. 

Mr. Tuomas. At any rate, each year’s limitation has to be writtep 
into the act, separate on an annual basis. It has to carry a limitation 
for that fiscal year. 

Mr. Exuiorr. No; it is not a limitation for that fiscal year, sir, 
It is a limitation on the aggregate annual obligation of the Government 
entered into up to that point. 

Mr. Tuomas. So, next year it is liable to be $25 million, then? 

Mr. Exuiorr. Or it might stay at the same amount. 

Mr. Yarss. Is it cumulative? Do you add to the previous years’ 
obligations as you go along? 

Mr. Extiort. In each year you are going to have a total which is 
the ceiling on the aggregate annual payments that may be contracted 
during that year. 

Mr. Puituips. What is the source of the limitation? 

Mr. Yates. Will you read that language again? 

Mr. Exxiort (reading): 

Every purchase contract entered into pursuant to this title shall provide for 
equal annual payments for the amortization of principal with interest thereon and 
the Administrator shall not enter into any such contract unless the amount of 
the annual payment required by such contract plus the aggregate of the annual 
payments required by all other purchase contracts entered into during the same 
fiscal year do not exceed the specific limitations on such payments which shall be 
provided in appropriation acts. 

In other words, it is a limitation on the amount of contracts which 
the Administrator can enter into during that fiscal year. 

Mr. Yates. The amount of annual payments, is it not? 

Mr. Pairs. The annual payments on contracts. 

Mr. Expuiorr. Yes, sir. 

Mr. Tuomas. So that you consider that is cumulative from year to 
year? 

Mr. Poorman. We have three components of this. The first is the 
number of buildings, with site acquisition and design 

Mr. Tuomas. That is clear. 

Mr. Yates. Is there any limitation on site acquisition? 

Mr. Poorman. No; that is a direct appropriation. 

Mr. Puruuies. And the Government can go out and buy sites? 

Mr. Poorman. Yes, sir; that is correct. 

Mr. Paruuirs. And that is separate and distinct from the contracts, 
and has no relation to any limitation? 

Mr. Poorman. That is right. 

Consequently we are saying that by increasing the $5 million con- 
tract or amortization authority available in 1955 by $10 million, ora 
total of $15 million, we are assured that we can go ahead during the 
fiscal year 1956 with the acquisition of sites, with the design of the 
buildings, and with the initiation of construction on projects approved 
by the Budget Bureau and both Public Works Committees up to the 
total limitation. However, specific appropriation action will be tr 
quired each year thereafter to take care of the payments on this 
proposed program as the buildings are completed. 

Mr. Tuomas. So, it boils itself down to this under your interpret 
tion of the language, each year the appropriation act has to carry 
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specific amount of limitation, and the limitation is to be the cumula- 
tive amount to take care of what has already happened and what you 
plan to do that year? 

Mr. PoorMaAN. Yes, sir; that is correct. 

Mr. Tuomas. Is that clear to everybody? 


,UTHORIZATION OF AMOUNT FOR PRINCIPAL AND INTEREST TO BE 
DETERMINED IN APPROPRIATION ACTS 


Mr. Putiurps. Yes, except the Appropriations Committee could set 
the limit as it chooses. It is not to be sidestepped. In other words, 
we could take an amount that you had contracted for in the previous 
year or the previous 2 years and we could add to that what we thought 
was a desirable limit. Am I right about that? 

Mr. Poorman. Let us put it this way, if you choose to reduce the 
$10 million request we have made, then the total of our program must 
be reduced proportionally to the amount which you took off of the 
amortization. 

Mr. Osterrag. But we in no way can reduce a contracted obligation 
that exists. 

Mr. Poorman. No. 

Mr. Yarss. I would agree that it would be a binding contract, but 
this says it is up to the Appropriations Committee to determine it each 
year. 

Mr. Exuiorr. That is the limitation that the Appropriations 
Committee sets. 

Mr. Puruures. But that could change every year. One year we 
could give you an additional limitation of $5 million, and another year 
an additional limitation of $10 million, and so on. 

Mr. Yates. But you cannot go back to the $5 million. 

Mr. TuHomas. Even though the legislative committees have ap- 
proved a contract you still cannot bind the Government until Con- 
gress appropriates the money for it. 

Mr. Evuiorr. There are two safeguards there, both of which control 
actual contracting. One of them is we cannot exceed the limitation 
which is set by this committee—— 

Mr. Tuomas. It means you cannot make a future contract until 
that limitation has been approved by the Congress. 

Mr. Exurorr. The act goes further than that. There is another 

section of the act which says that: 
_ No appropriations shall be made for purchase contact projects which have not 
been approved by resolutions adopted by the Committees on Public Works of the 
Senate and House of Representatives, respectively, within 3 years after the_date 
of enactment of this act. 

Mr. Tuomas. Yes; but what about the reverse of that? Suppose 
the legislative committees have approved it and you seek a project, 
and there has been no money appropriated for it. 

Mr. Exuiorr. The act is not clear and the question therefore doubt- 
ful. It might be construed as requiring us to have the first year’s 
payment in hand. 

Mr. Yarrs. You would have to have our approval before you did 
anything, 

Mr. Exurorr. Yes. 





644 


Mr. Tuomas. After the legislative committees have approved a con- 
tract then you cannot bind the Government until the money is appro- 
priated, is not that clear? 

Mr. Exxiorr. The first year’s payment only. 

Mr. Tuomas. For 1 year’s payment? 

Mr. Exuiorr. Yes. 

Mr. Puiturps. Having made the first year’s payment to start, then 
we are bound, so that you are both correct in your statements. 

Mr. Tuomas. Certainly if you once start a building and start pay- 
ing for it, that is something else. 

Mr. Puiturrs. Then we would not get out, having started it. 

Mr. Yates. What are you asking us to do with respect to construc- 
tion for the future? Are you asking us for anything other than site 
acquisition? 

Mr. Poorman. We are asking you to agree that subsequent sessions 
of Congress will appropriate up to a total of $15 million annually for 
amortization and interest payments on a program which we estimate 
to have a construction value of on the order of $250 million. 

Mr. Yates. That is, for the construction of buildings in addition 
to sites? 

Mr. Poorman. For this program, yes, sir. 


APPROVALS REQUIRED BY PUBLIC WORKS COMMITTEES 


Mr. Yates. Why do you come in here without showing that you 
have the approval of the legislative committees? 

Mr. Poorman. We are in here for this authorization 

Mr. Yates. But you have to get the approval of the legislative 
committees before you undertake construction, is not that right? 

Mr. Poorman. Yes, sir; that is correct. 

Mr. Yates. Why should we even be considering appropriating 
money if you do not have the approval of the legislative committees 
for these buildings? 

Mr. Poorman. The discussion concerns a limitation, not an appro- 
priation. As to limitation, prior to the completion of the fiscal year 
1956 we think that the Public Works Committees will have approved 
a program of this magnitude by June 30, 1956. 

Mr. Yates. But you are asking us to give you money for these 
buildings before we know what the legislative committees have done, 
are you not? 

Mr. Tuomas. That is right; only 11 have been approved out of 
the 47. 

Mr. Yates. Speaking for myself I would like to know the action of 
the legislative committees, which, presumably, must approve all of 
these projects, before I vote to appropriate any money for them. 

Mr. Poorman. We will not proceed on any project until they have 
been so approved. 

Mr. Yates. Why should we appropriate the money, then? a 

Mr. Turpin. This is not money that is being requested here, it 1s 
just an expression on the part of the Appropriations Committee on the 
amount of contracts that can be initiated during a fiscal year by 
limiting annual payments to amounts which it determines and which 
are approved by Congress in appropriation acts. 
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Mr. Yates. But if we approve you are through with us for those 
contracts, and we cannot at a later date say we did not approve any of 
those; can we? 

Mr. Tuomas. You are bound for 47 projects costing $247 million, 
and only 11 of them have been approved to date. 

Mr. Yates. What you are doing actually is reversing the normal 
procedure. You are coming to the Appropriations Committee first 
rather than going to the legislative committees first and getting their 
approval and then bringing it to the Appropriations Committee. 

Mr. Poorman. We are asking for a continuation of the procedure 
which was established in Public Law 519, which set up in advance of 
project approvals a $5 million contract authority to initiate this 
program. 

Mr. Yates. But that law also set up a procedure for you to go to 
the legislative committees first. 

Mr. Poorman. Yes, sir; first before we actually start the first 
projects. 

Mr. Yates. Why did you not go to them before coming to us? 

Mr. Exuiorr. I wonder if I could explain that a little further. As 
Mr. Turpin has said, this language has only to do with the limitation, 
not the appropriation of funds. 

Mr. Putiurps. You mean at the top of page 7? 

Mr. Exuiorr. Yes; at the top of page 7 of our justifications. 

Mr. Putturps. That is the same as the top of page 8 of House 
Document 171? 

Mr. Exuiorr. Yes. 

We are not now asking for any appropriated money for the annual 
payments. ‘That will come in subsequent years. 

Mr. Turpin. Yes; that is correct. 

Mr. Ostrerrac. But you are asking for additional money to do it. 

Mr. Yarrs. The act provides that the Appropriations Committee 
shall limit the amount of money that shall go for the construction of 
any of these projects. 

Mr. Exuiorr. Yes, sir; as to the total amortization and interest 
payment. 

Mr. Yarns. You are asking for $15 million for the fiscal year 1956? 

Mr. Exuiorr. $10 million, plus $5 million from 1955. 

Mr. Yates. Thereby we set the amount of money for these projects 
and we are thereby approving the amount of money within the 
limitation that you may spend for the projects before we know what 
the legislative committee has done. 

Mr. Poorman. But the projects will have the approval of the two 
committees before we start them. 

Mr. Yarres. Where is the second committee? 

Mr. Poorman. The Public Works Committees in the House and 

the Senate. 
_ Mr. Tuomas. As I indicated in the opening few remarks, this 
language will have to be somewhat altered with a proviso providing 
that there is no obligation upon the Government for the expenditure 
oi any of these funds until these remaining 28 or 29 projects have 
been approved by the legislative committee. 

Mr. Yarrs. Is there not a question too as to whether or not any 
ippropriate authorization exists for our action in the absence of there 
laving shown the approval of these projects by the legislative 
committeee? 
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SITES AND PLANNING 


Mr. Puiturres. I doubt if the act was clear on the point that they 
should come here first for the authorization. I think the situation js 
this, you come to the committee today asking for $15 million to buy 
sites, and a part of that also would, I presume, be for planning? — 

Mr. Poorman. Yes, sir. 

Mr. Puiuutrs. And also these other expenses which are involved. 

In connection with the sites, in what percentage of the program 
will we have bought the sites, all of them? Could a contractor make 
a contract with you to supply a site and build a building and Stake 
contract for the entire deal? 

Mr. Tuomas. $9 million out of $15 million is for sites. 

Mr. Puiuuips. Yes; but taking the number of projects we ar 
going to have like this, in what percentage of them does the Goven. 
ment own the sites? 

Mr. Turpin. For the projects here in the up-to-date list which 
total about 42, the Government currently owns the sites for about 
half of them. 

Mr. Puituipes. That is about what the percentage will be? 

Mr. Turpin. The Government currently owns about half of thos 
sites, and there is money included in here for the purchase of tle 
remaining sites. 

Mr. Puiuures. What you are saying, Mr. Turpin, is that the pr- 
gram contemplates that the Government will eventually own all of 
the sites? 

Mr. Turpin. Yes, sir. 

Mr. Puiturrs. That was not clear. 


PurcHase Contract AND Pusuic BuritpinGs LIMITATION 


In addition to that $15 million you are asking not for more money, 
but for a limitation of $10 million, which, as I understand it, is the 
limit to which you may contract. That is, you can contract witha 
contractor knowing that there is no money, on the statement that i 
and when we get the money this contract will be put into effect 
Can you do that? 

Mr. Exxuiorr. Under Public Law 519; yes. 

Mr. Parties. And you remember that is where we got into difh- 
culty with the housing programs. The Public Housing Authority 
could go out and negotiate and promise, and in some cases, actually 
sign contracts on the statement that it was not a valid contract unt! 
the money was available, and then, of course, pressure immediately 
began to be brought to bear on Congress to implement that with the 
necessary money, and that was the intention under the PHA of that 
time. Can you do that? | 

Mr. Exuiorr. We legally can do it. I am not passing on the ws 
dom of doing it. 

Mr. Puiuures. Then you ask, as the chairman has pointed out, for 
what approximates $248.6 million of which $27.8 million was approve 
and $220.7 million is not yet approved, of which you could only unde! 
the terms of this, or under the terms of the bill, you would be presume! 
to have contracted for not over $5 million. 

Mr. Poorman. Which latter limitation would allow us to go up “ 
perhaps $80 million worth of construction. 
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Mr. Putiurrs. Oh, this is the amount of payment per year? 

Mr. PoorMan. Yes; just the equal annual payments for the 

amortization of principal and interest. 

Mr. Puruures. In other words, you could contract for your number 
of approved projects and any additional ones which were approved 
subsequent to the passage of this bill, providing your yearly payments 
of all kinds did not exceed $5 million? 

Mr. Poorman. That is, payments for principal and interest. 

Mr. Puriurps. And next year you would have to get that $5 million? 

Mr. Poorman. We will include as a part of each year’s appropria- 

tion estimates an amount of money which we will require for such 
purposes. What we are requesting of you now, gentlemen, is a will- 
ingness in accordance with all of the provision of the act, including 
prior approvals by the House and Senate Public Works Committees, 
to proceed with the acquisition of sites and plans, and the awarding 
of contracts on the order of $250 million. Subsequently we would 
come in each year for the appropriation of an amount of money not 
to exceed $15 million to meet the annual payments. 

Mr. Patiures. That is, in any one year, or just next year? 

Mr. Poorman. Each year after all projects have been completed. 

Mr. Puruurps. I would like to say that in my own words in order 
to get it clear. 

You would have $5 million, and next year you would have to get 
that $5 million because that is contracted for and as to any addi- 
tional amount over and above that, no matter how much you re- 
quested, the amount you could actually use would depend on the 
limitation set by the Appropriations Committee? 

Mr. Poorman. Yes, sir; that is correct. 

Mr. PHILLIPS. Coming back to the chairman’s question, why should 
we give you more than the amount necessary to implement the 
827,870,000? 

Mr. Yates. Why give them that, when we do not know whether 
tle Public Works Committee has approved that. 

Mr. Tuomas. That is the 11 projects, those have been approved. 

Mr. Putiturps. They are approved already? 

Mr. THomas. Yes. 

_Mr. Puiturps. In other words, the answer is that the reason you 

re asking for a larger amount is because you contemplate that the 
legislative committees will approve more than that before June 30, 
1956, and you will not have to wait until we come back in January or 
March? 

Mr. Poorman. That is correct. Prospectuses on several projects 
totaling $82 million are now before the Budget Bureau or Public 
Works Committee and others are in process. It is expected that 
nore than 11 will be approved before Congress adjourns. 

Going back to the chairman’s opening statement we believe that 

the $15 million limitation will carry us through the fiscal year 1956. 

Mr. Purnurps. That is, the $5 million limitation? 

Mr. Poorman. Plus the additional $10 million requested for 1956. 

Mr. Purnures. Or a sum total of $15 million? 

wd Poorman. That is correct. 

. Yares. There is one thing that comes to mind and that is 
WI betes it would be well to get the files of the Public Works Com- 
nittees before we approve these projects. 
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Mr. Puitures. We are, in effect, appropriating money, to that 
extent, in the dark. We are asked for a certain amount of money, 
and given a certain list of projects. : 

Mr. Poorman. Some of the projects are tentative, ahead of time. 

Mr. OstertaGc. Ahead of what time? 

Mr. Puiuurps. We are furnished a list of projects and we do not 
know whether the amount of money is correct. The question is 
whether we have the right of approval, or whether our job is merely 
to rubberstamp a certain amount of money which is requested. _ 

Mr. Exvuiort. Even with the $15 million limitation we could not 
make firm contracts until the projects are approved by the two 
committees and the proposal agreements are approved by the Direc- 
tor, Bureau of the Budget. Also, as I have indicated, it may be 
that unless and until this committee made an appropriation for the 
purpose we could not make firm contracts. 

Mr. Puiturps. We understand that, but you understand a burned 
child is supposed to dislike the fire very much, and we got burned 
on the public housing projects. 

Mr. Yarsrs. Only in Los Angeles. 

Mr. Puiuturps. No; Los Angeles managed to get out. To all 
intents and purposes you draw up the plans for the buildings? 

Mr. Poorman. There will be no contract with any contractor or 
fiscal agent until and subsequent to the completion of the plans 
and subject to formal bids after free competition. 


LOCATION OF BUILDINGS IN WASHINGTON 


Mr. Puitures. You have a rather indefinite statement here in 
regard to the location of these buildings, Washington area. Coast 
and Geodetic Survey, $11 million; Geological Survey, $19.9 million; 
southwest area, $21.3 million, and according to your request you could 
come back and we could come back a year from now and find that 
you had engaged yourself to build a great many buildings in the 
southwest area, without our knowing what they were for. Are you 
making an effort in this for the dispersal of buildings, to decrease 
congestion, or are we merely piling buildings upon buildings in down- 
town Washington? 

Mr. Poorman. With reference to the Washington program, Mr. 
Phillips, the buildings will be located only after compliance with the 
National Capital Planning Commission’s criteria; in compliance with 
any ODM policy with reference to dispersion; and, insofar as the 
southwest is concerned, it would be associated with a bill which has 
passed the Senate and is now in the House with reference to the 
so-called southwest redevelopment area. 

Mr. Puiuurrs. As I read the paper, it is very indefinite about the 
Southwest area. Do you actually know at this moment where you 
are going to locate the buildings in the Washington area, covered by 
approximately $68 million of this request? 

Mr. Poorman. With the exception of the southwest, the individual 
agencies have indicated in general terms where they desire to be. 

Mr. Puitures. Do you have the final word as to whether or not 
they may build them where they asked to be allowed to build them’ 

Mr. Poorman. Again, sir, these projects have not yet been sub- 
mitted to the committees on the Hill, before the House and Senate 
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Public Works Committees are asked to consider them, these matters 
will be clarified before the Bureau of the Budget. 

Mr. Puruures. That is not a direct answer to my question. I am 
asking you if the General Services Administration has the veto power, 
shall I say, on the location of the buildings? If the Geodetic Survey 
wants to build a building right down in town, in the heart of Washing- 
ton, can you say no? 

Mr. Mansure. I would like to answer your question. You are 
referring to the four buildings in the District of Columbia? 

Mr. Putuurps. Yes. 

] just took them and added up to about $68 million and I want to 
know whether, in the congestion in Washington, they would be located 
downtown? 

Mr. Mansurg. None of these, with the exception of the South- 
west area, would even be within the District of Columbia. In other 
words, these three departments will be moved out of the District of 
Columbia, but they will be in a location accessible to the District, 
but beyond the bombing area. 

Mr. Puruuirs. I think that is all right. But what I meant to ask 
you was this: Suppose any agency decides that it wants to build right 
downtown and they came up to the legislative committees and 
presented that, and there was no particular argument and it was 
0. Kd, but you decided that that was not good from the stand- 
point of transportation or bomb protection or anything else—labor 
supply, roads, office, and parking space, could you say, ““No, we do 
not think that is the place for the buildings’’? 

Mr. Mansur. That is right. 


OBJECTIVE OF THE LEASE-PURCHASE PROGRAM 


Mr. Vursetu. Mr. Chairman, as I look at this situation, the Con- 
gress by legislation has expressed the desire that some agency of the 
Government, meaning the General Services Administration, shall try 
. implement the law and will go into the rental or lease-purchase 

usiness. 

Now, after all of the questions back and forth with reference to the 
appropriation of money, it would appear to me that you have been 
given certain authority to move forward, to build these buildings where 
needed, in carrying out the will of the Congress. This money that is 
requested to be appropriated, as I understand it, is to implement one 
of your tasks with reference to acquiring sites, to get the planning and 
architectural work and so forth, and that when you have accomplished 
that, then you have got to go to the proper committees set up in the 
law to get their approval; is that right? 

Mr. Poorman. Their approval is solicited and obtained before the 
acquisition of the sites or the preparation of plans. 

Mr. Vursetu. That is as I understand it. I was going to get into 
that. Then if the committees approve it, then you can proceed, but 
we place a limitation on how far you can go, which gives the proper 
functioning of the law to be exercised by you people, by the com- 
mittee that you go to, and the letting of contracts, and still this 
imitation is to be certain that the Congress and the Appropriation 
Committee has control over how far you can go; is that right? 
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Mr. Poorman. Yes, sir; it indicates the extent to which you are 
willing to bind susbsequent sessions of the Congress to appropriate 
funds for payment to amortize these buildings. 

Mr. VursE.u. In other words, we must take this action to initiate 
appropriations before this thing can get off dead center, and get going? 

Mr. Poorman. We feel that way, Mr. Vursell. 

Mr. Vursevi. And having done that, then as it evolves or con- 
tinues, we still have control over about how far you can go. 

Mr. Poorman. Yes, sir. Your committee will have two controls, 
this limitation on amortization authority, or whatever you wish to 
call it, plus the requirement that we come to you annually for all 
of our requirements for payments against the amortization of lease- 
purchase facilities. 

Mr. VurseEtt. I am inclined to feel that you folks are on top of 
this situation in pretty good shape. 

Mr. Poorman. Thank you. 

Mr. Vurse.u. I think the Government is going to be protected by 
you men under the law, and backed up by scrutiny of all of the money 
that may be made available, to see that there is free enterprise, that 
we have enough competitive bidding in the market place, so to speak, 
that the interest of the Government is protected with your people 
right on the job. Is that correct? 

Mr. Poorman. Yes, 100 percent; and again we feel strongly that 
with over 10 million square feet of space in buildings, over 50 years 
old, we have here a method of securing some relief, and that, used 
rightly, with all the checks and counterchecks prescribed by law, plus 
our normal procedure, we can assure you that the program will be 
carried out to your satisfaction. 


SITES AND PLANNING 


Mr. Ostertac. In a hurried rundown of the situation, as I see it, 
this request for an appropriation of $15 million is for sites and designs, 
in connection with the program or projects already approved or to be 
approved? 

Mr. Poorman. The direct appropriation is for that purpose, for 
sites for buildings approved or those which subsequently will be 
approved by the House and Senate Public Works Committee for 4 
total program of some $250 million. There will be no expenditure of 
that until after each project is approved by each Public Works Con- 
mittee. 

TOTAL CONSTRUCTION COST OF 1956 PROGRAM 


Mr. OstertaG. And that the overall program is estimated at some- 
where in the neighborhood of $247 million; is that correct? 

Mr. Poorman. Based on our request for an additional limitation of 
$10 million, plus the $5 million in 1955, that will permit us to go to 
approximately $250 million. 

Mr. Osrertac. And of the total of $250 million, projects totaling 
$27 million have heretofore been approved by the Public Works 
Committees. 

Mr. Poorman. That is correct. Be 

Mr. Osrertac. Leaving an estimated balance of some $220 million 
to $225 million yet to be approved? 
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Mr. Poorman. Yes. And we contemplate that the Committees 
will act on a total of approximately $130 million before the Congress 
adjourns this session; and that the residual $120 million will be avail- 
able for immediate action upon reconvening in January. 


APPROVAL OF PUBLIC WORKS COMMITTEES REQUIRED BEFORE SITES 
ARE ACQUIRED 


Mr. OsrerraGc. The point remains, however, that the $15 million 
appropriation in this budget item for sites and planning will make 
available funds for the General Services Administration to purchase 
sites and to make plans for projects not yet approved? 

Mr. Poorman. That is correct. 

Mr. OstertTAG. Why do you require money to do that if they are 
not approved? 

Mr. Poorman. There is every reason to believe that they will be 
approved in time to commit us for sites and for architectural engineer 
contracts up to the $15 million before June 30, 1956. 

Mr. OstrertaG. Well, let me bring it right to this point: Would 
you purchase a site with this money before Congress has approved 
that site? 

Mr. Poorman. We would not purchase a site, nor would we pre- 
pare working drawings until after the Public Works Committees of 
both Houses have certified the project. 

Mr. OstperTAG. Yet you would be free to do that, because the 
money has been made available for that purpose? 

Mr. PoorMANn. I think perhaps theoretically, you are right. I 
think it would mean the ill will of all of the committees of Congress 
; we should do that, until they expressed their willingness to have us 
0 so. 

Mr. Yates. Which is what you are asking for? 

Mr. Mansure. No. 

Mr. Poorman. We are still saying that we will not move until the 
House and Senate Public Works Committees have approved the 
projects under the provisions of Public Law 519. 

Mr. Ostertac. Why would it not be a wise thing to put that 
limitation in the bill, providing that no funds herein appropriated 
shall be available until and unless such approval has been granted? 

Mr. Poorman. Except for the expense in connection with preparing 
the prospectus, that would appear to be acceptable. We do have 
hominal expenses in preparing the prospectus. 

Mr. Mansure. May I answer the question in this way: That what 
we are really talking about is that by handling it in the way that we 
are discussing it now would give us an idea of how big a piece of cloth 
we have got to cut. In other words, how extensive a program are we 
going to go into. 

Now, I personally cannot see any objection, because we would not 
operate on any other basis anyway, to having a limitation that we 
cannot buy any site until after we have the approval of the Public 
Works Committees on the project. Personally, there would be no 
objection as far as I can see. 


_Mr. Osrerrag. Then why are you asking for the money ahead of 
lime? 
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Mr. Mansure. We are asking for an increase in limitation and 
corresponding increase in funds in order that we can tell how extensive 
a program we should plan on and present prospectuses for. A great 
deal of work is involved in the preparation of the prospectus. 

Mr. Tuomas [interposing]. Work and time. 

Mr. Mansure. Yes. And if we are not going to be able to carry 
through a program but for half of this amount, we should not try to 
present a program of size proposed in these estimates. It is a sort of 
overall governing of how big a piece of cloth we have to cut. Buta 
limitation on purchasing a site before a project is approved by the 
Public Works Committee, would certainly find no objection from us, 
We would not do it anyway. It would make no difference in our 
policy or program. 

TAX PAYMENTS 


Mr. OsrertaG. Returning to the subject of taxes, let me ask you 
a question: I take it there is an obligation of local taxation involved 
in these properties? How do you estimate or amortize, or plan, 
your requirements for taxation in connection with this overall program? 

Mr. Poorman. Each of the prospectuses carries taxes as an item. 
Under the law, the prospectus must carry an amount of money that 
may not be exceeded without further reference to the Public Works 
Committees. And the amount shown here under these 11 represents 
that, and that is made up of 

Mr. OstertaGc. You mean the total cost of the program includes 
the estimated taxes? 

Mr. Poorman. Each prospectus reflects estimated taxes for the 
amortization period. 

Mr. Puiuurps. Is that a variable item, that whatever the tax will 
be, you will be paying back, but you do not know at the start how 
much? 

Mr. Poorman. The amount of the taxes will be reimbursable to 
the fiscal contractor. 

Mr. Puiuurps. In other words, whatever it may be? 

Mr. Poorman. That is correct. 


SAFEGUARDS OF PROPOSED BIDDING PROCEDURES 


Mr. Ostertac. Now, in connection with the construction of the 
contract, are you required, or do you follow the practice, of securing 
more than one bidder? , 

Mr. Poorman. We follow the provisions of our own law as Il 
applies to all appropriated funds, and that is for full advertising, 
advertising with complete wide-open competition. 

Mr. OsrertaG. As I understand it, the law requires you to have 
more than one bidder before you can let a contract. 

Mr. Poorman. If we receive one bid—and I do not believe that has 
happened—theoretically I think it would be possible, but I think tt 
is more than unlikely in the present market. 

Mr. Exurorr. I would like to say this: As Mr. Poorman says, ! 
would be theoretically possible, but after we advertise to the public, 
there would be something wrong with our advertisement, I would 
say, if we only got one bid. 

‘Mr. Poorman. Certainly in the present market. 
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Mr. Mansure. Could I add, Mr. Chairman, as a practical basis, 
concerning this one bid, that although theoretically it would be pos- 
sible from an operating ‘standpoint, we would reject that, because we 
even go so far in many cases as to reject even two bids as being 
insufficient to evaluate them. 

Mr. Tuomas. And that makes sense. 

One further question on this subject: Mr. Administrator, this 
language only applies to the General Services Administration. Now, 
coing back to your basic act, the Post Office Department will have to 
20 through this same routine? 

Mr. Mansurs. Yes. 


TIME REQUIRED TO PREPARE PLANS AND SPECIFICATIONS 


Mr. Tuomas. During the luncheon hour, I hope you gentlemen will 
have time to prepare an estimate, and language with the 11 approved 
projects and be prepared to give some brief résumé of these 11 projects. 

Suppose with sites and planning we leave that as is. You could not 
possibly be hurt from the point of time because you have not bought 
the land for all of your projects. Knowing the way the Government 
works, with the thoroughness and carefulness, and it has to be, of 
course—it is going to take you anywhere from 6 months to a year to 
clear these sites, and certainly you are not going out and draw plans 
and specifications for a building until you get your land. So, in point 
of time, I do not think that procedure will slow you down. Do you 
think so? 

Mr. Mansure. Of course, we do draw plans—— 

Mr. Tuomas. Wait a minute. You do not mean you go out here 
and draw plans for a building when you do not know where you are 
going to put the building? 

Mr. Poorman. May I answer that? No, sir; but with a declaration 
of taking, we can have immediate access to acquire foundation infor- 
mation and topographical data and that will enable us to then proceed 
immediately with the plans. Now, we may be overambitious, but 
it is our feeling that this need—— 

Mr. Tuomas. All right; we will leave the appropriation for acquisi- 
tion as it is; go ahead and get your land. 

Mr. Puiiures. And that is the money for planning too. 

Mr. Tuomas. So that does not slow you down any, and you cannot 
move until you get the approval of the legislative committee anyway. 
"0 far as going into a firm binding contract, I do not see where you 

have lost any time. Be turning that over in your mind, gentlemen. 


AcquisiTION oF LANpD, District oF COLUMBIA 


Mr. Reporter, will you insert in the record, page 8 of the justifica- 
tions and follow that with the letters from Mr. Bartholemew, head 
of the National Capital Planning Commission. 

(The statements referred to follow:) 
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“ACQUISITION OF LAND, DisTRICT OF COLUMBIA”’ 
APPROPRIATION LANGUAGE 


“Acquisition of land, District of Columbia: For expenses, not otherwise provided 
for, necessary for the acquisition of a portion of the land, including improvements 
thereon, in square 62, District of Columbia, pursuant to the provisions of the Publi: 
Buildings Act of May 25, 1926 (40.U. 8. C. 841), as amended, $400,000, to remair, 
available until expended.” 

GENERAL STATEMENT 


“Under the Public Buildings Act of 1926, as amended, the entire area in the 
District of Columbia defined as the northwest building area, lying south of Vir- 
ginia and New York Avenues, between 17th and 23d Streets, was authorized for 
acquisition. Three lots in square 62 were not acquired by the Government when 
purchases were completed in adjacent areas due to limited funds. The supple- 
mental appropriation is needed at this time because the Zoning Commission of the 
District of Columbia recently approved a zoning change which permits commercia! 
development of this area. Further commercial development in square 62 would 
result in a situation entirely out of keeping with permanent Federal development 
along Constitution Avenue and other Federal buildings and monuments in the 
general vicinity, and would substantially increase the cost of acquiring these 
properties in the future’ (H. Doc. No. 171, 84th Cong.). 

Square 62 is bounded on the east and west by 22d and 23d Streets, and on the 
north and south by C Street and Constitution Avenue. Of the 3 unacquired lots, 
lots 10 and 18 are improved and in use by Conger’s laundry. Lot 11 is unin- 
proved and is currently used for temporary automobile parking under authoriza- 
tion by the Board of Zoning Adjustment. It is understood that the owner of lot 
11 is planning to improve the property by construction of an office building 
thereon. Need for prompt action in this matter did not develop until after 
estimates for 1956 were submitted.(See exhibits A and B which follow.) 


JUSTIFICATION 


The properties in question are within the “taking” lines established by section 


1(b) of the act of March 31, 1930 (46 Stat. 137). Purchase of the subject prop- 
erties was recommended by the National Capital Planning Commission as indi- 
cated by letter of the Chairman dated December 6, 1954. (See exhibit A.) 

No funds are presently available for purchase of any additional property inside 
established “‘taking”’ lines. An appraisal has been made of the properties by the 
appraisal staff and an amount of $380,657 was reported as combined fair-market 
value for purchase of the 3 lots. This valuation was based on use of the properties 
corresponding to classification of “first commercial.” It is estimated that the 
properties can be obtained within a limitation of $400,000. 

It is considered to be in the best interests of the Government to acquire these 
properties at the earliest practicable date to forestall further commercial develop- 
ment which would greatly enhance the value with a corresponding increase in 
ultimate cost to the Government. Pending development for permanent Govern- 
ment purposes, the property recommended for acquisition would be utilized 
profitably for such purposes as it may serve. 


Exuipit A 


NATIONAL CaprTaL PLANNING COMMISSION, 
Washington 25, D. C., December 6, 1954. 
Mr. Petur A. STROBEL, 
Commissioner of Public Buildings, 
General Services Building, 
Washington 25, D. C. 

Dzar Mr. Stroset: The National Capital Planning Commission at its meeting 
on December 2, 1954, voted to renew its recommendation that the Public Buildings 
Service seek funds with which to acquire certain key properties in the northwest 
rectangle public building area. 

Of immediate concern are properties in square 62 fronting on C Street betwee! 
22d and 23d Streets NW., facing the diplomatic or main entrance of the proposed 
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second unit of the State Department Building, plans for which were approved by 
this Commission a number of years ago. The reason is that the owner of lot 11 
at the corner of 22d and C Streets has requested a change in the zoning from 
residential to commercial which would then permit an 8 or 10 story commercial 
office building to be constructed. 

South of New York and Virginia Avenues, westward to 23d Street, all the prop- 
erty necessary to complete the approved public-building plan has been acquired 
with the exception of the properties in square 62. These properties overlook the 
Lincoln Memorial and, if privately developed, would be an inharmonious intrusion 
not only into the same square but also completely incongruous with the existing 
and proposed surrounding uses. 

| am enclosing for your information a copy of a letter which the Commission 
authorize me to send to the Zoning Commission in this matter. 

Sincerely yours, 
HARLAND BARTHOLOMEW. 
Exuisit B 


NATIONAL CAPITAL PLANNING CoMMISSION, 
Washington 25, D. C., December 3, 1954. 
ZoNING COMMISSION OF THE DistRICT OF COLUMBIA, 
District Building, Washington, D. C. 

GENTLEMEN: In accordance with section 8 of the act of Congress approved 
July 19, 1952, the National Capital Planning Commission at its meeting on 
December 2, 1954, voted unanimously to recommend to the Zoning Commission 
of the District of Columbia that no change be made in the zoning of lot 11, square 
62, located on the southwest corner of 22d and C Streets NW., as proposed in the 
amendment on which a public hearing will be held on December 8, 1954. 

This property is within the area authorized for acquisition by the United States 
under the Public Buildings Act of 1926, as amended. Under this act, all property 
south of New York and Virginia Avenues has been acquired, with the exception 
of the lot in question and several adjoining lots in the same square. If the Com- 
mission’s general plan for public buildings in this area is to be completed and 
inharmonious uses prevented from intruding, it is patently necessary that these 
few remaining privately owned properties be acquired. 

Accordingly, the Commission has renewed its recommendation to the Public 
Buildings Service urging that it again seek funds with which to acquire the 
property in question in square 62 and other privately owned properties in this 
square not dedicated to approved uses in harmony with the Commission’s plan. 

While the Government may have failed promptly to acquire these properties, 
the owners meanwhile have not been deprived of the use of their property. The 
joard of Zoning Adjustment a number of years ago granted a permit for the 
establishment of a parking lot, a highly profitable enterprise in this area. More- 
over, the residential 90-foot O zoning classification for the land permits the 
erection of an apartment house, a use for which the assessment of $4 a square foot 
would seem to be commensurate at this location. 

In view of these facts, and pending the lapse of a reasonable time in which to 
sek an appropriation to acquire the properties in question, the Commission 
respectfully requests that no change in the present zoning be made. 

Sincerely yours, 
HARLAND BARTHOLOMEW, Chairman. 


Mr. Tuomas. Under the 1926 act, the Government was given au- 
thority to go down here on 17th Street, through 23d Street, and buy 
a whole lot of land and now you want to buy a parcel here and pay 
$400,000 for it, or at the rate of about $13 a square foot; is that correct? 

Mr. Poorman. Yes, sir. The situation—— 

Mr. Toomas. How long has the Government owned this contiguous 
piece of land that you are now speaking about? 

Mr. Poorman. It is my understanding that the greater part of it 
has been held for a very substantial period of time. 

_ Mr. Tuomas. That is pretty important. They were given author- 
ty back in 1927—when was this land bought? 

Mr. Poorman. By the present owner? 
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Mr. Tuomas. No. The Government owns a lot of land and yoy 
want to fill in this interstice here by buying this little piece of land— 
what is it, square 62? 

Mr. Poorman. It is the spot shown in red on this diagram 
[pointing]. 

Mr. Tuomas. Lots 10, 11 and 18; is it not? 

Mr. Poorman. Yes. 

Mr. Tuomas. In square 62? 

Mr. Poorman. Yes. 

Mr. Tuomas. Now, the Government owns the land all around it. 
How long has it owned that land? It was given authority to buy it, 
in the Public Buildings Act of 1926. =. 

Mr. Poorman. I am informed that it was bought during the 1930’s, 
and there have been several attempts made to acquire this parcel here 
too [indicating]. 

Mr. Tuomas. Here is what we are getting at; here the Government 
is taking land out of trade and commerce and out of taxation and has 
been holding it down there at a bare minimum of what—20 years? 

Mr. Poorman. Most of that 

Mr. Tuomas. 25 or 30 years? 

Mr. Poorman. Most of those sites are occupied with buildings. 

Mr. Tuomas. Government buildings? 

Mr. Yates. Those are temporary buildings? 

Mr. Poorman. Some of them are temporary buildings; many of 
them are permanent. You are familiar with the area on Constitution 
Avenue? 

Mr. Yaress. Yes. ! 

Mr. Poorman. This borders on Constitution Avenue and along 
with the Federal Reserve Bank Building, there is the National 
Academy of Sciences next to it, and the Pharmaceutical Building is 
the one adjacent to it. 

Mr. Tuomas. The Government wants to buy this building for a 
specific purpose, I mean this land? 

Mr. Poorman. It is the land. 

Mr. Tuomas. For putting a building on it, or is it buying it to 
keep some insurance company from putting up a building on it? 


PROPOSED NEW STATE DEPARTMENT BUILDING 


Mr. Poorman. They are attempting to do several things, sir; this 
building here [indicating] is the existing State Department Building. 
There has been a long-time plan to extend that building substan- 
tially. Presently there is considerable interest in getting that project 
underway. That contemplates closing 22d Street on that plan there 
[indicating] and the principal entrance to that building will face on 
the property for which we are asking funds to purchase. 

Mr. Puiuurps. That is where? 

Mr. Poorman. That is what we are talking about, and it is con- 
templated that this will do several things; one, it will take all of the 
commercial activities out of this area. Second, the aesthetically 
inclined feel that it would spoil this type of building. Three, a very 
realistic approach, we want to provide for essential parking, for am- 
bassadors and high-type personnel who must have access to the State 
Department here [indicating]. So it is a combination of those. 
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Mr. Puriures. Will you permit an interruption on that point? 

Mr. THomas. Certainly. 

Mr. Putuurrs. Getting back to the statement that Mr. Poorman 

made, you said you wanted to rule all private buildings out, when 
you already have a Pharmaceutical Building in there. Can you put 
your finger on that building? 
' Mr. Poorman. We have two buildings, sir, that are quasi-Govern- 
ment. This National Academy of Sciences and this is the Pharma- 
ceutical Building, which is an association of pharmacists that we are 
told work very closely with the Health, Education, and Welfare 
Department in connection with the Pure Food and Drug Act. 

Mr. Yates. They are owned by private organizations? 

Mr. Poorman. Private or quasi-private. 

Mr. Yates. Why quasi? 

Mr. Poorman. Because they apparently carry out certain missions 
rather closely associated with the Government. 

Mr. Yates. Suppose the insurance company carried out a mission 
closely associated with Health, Education, and Welfare, would that 
cause it to be quasi? 

Mr. Poorman. No, sir; you point is well taken. I do not have 
that answer. 

Mr. Tuomas. Well, you are doing this at the instigation of the 
National Capital Planning Commission. What use are they going to 
put this land to? 

Mr. Poorman. We anticipate they will screen it and put parking 
space in there for use in connection with the State Department. 

Mr. Tuomas. They are going to use it for parking? 

Mr. Puruures. If you will yield again—is it not a fact, in order to 
do what you want to do, you have got to buy the entire area; that is, 
you cannot just buy 1 or 2 lots. You are really asking for about 
seven or eight hundred thousand dollars. 

Mr. Poorman. No. 

Mr. Tuomas. Well, here is the way this thing adds up: The National 
Planning Commission wants to take all of the land in the District of 
Columbia off of the tax rolls and put it into the hands of the Govern- 
ment and then, in the next year or the year after next, want a bigger 
Federal contribution on the theory that the land is owned by the 
Government, they are getting no taxes out of it, and so forth and so on. 
So that bill has gone from $5 million a year until they now want 
$20 million on the one hand, and on the other hand, they come in here 
and when a man wants to put up a building and pay taxes, they say it 
is going to mar the beauty. 

Mr. Puituips. Where do you have to take this; before the Planning 
Commission or the Fine Arts Commission? 

Mr. Poorman. The Planning Commission, sir, has a lot of inter- 
est—— 

Mr. Puriurps. I understand that there are 5 members of the Plan- 
ning Commission and that your representative is the only 1 who voted 
against this building; is that right? 

Mr. Poorman. I do not 

Mr. Pururps (continuing). Largely on the grounds expressed by 
the chairman. You waited 20 years, you waited until somebody had 
bought the ground and had gone to all of the expense of drawing up 
plans for a building, making the plans and spending a lot of money, 
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and then you stepped in. We find the Commission approved, by , 
vote of 4 to 1, and you are trying to block it; am I right? 

Mr. Poorman. No. 

Mr. Tuomas. What is the interest of the General Services Adminis. 
tration in this piece of land anyway? 

Mr. Poorman. Our interest basically, is the fact that with the 
development of the extension to the State Department Building, this 
is intended to become the principal entrance. There are two objec. 
tions: One, the proximity of a building of that type and magnitude 
to the entranc e; aad perhaps, more important, to be able to use that 
for central parking instead of attempting to build into the building 
itself the parking facilities for some of these high-type visitors. 

Mr. Toomas. May I make this suggestion: The Planning Con. 
mission apparently is the moving force in this matter, so in order to 
save everybody’s time, why not get the representatives of the Plan- 
ning Commission and the representatives of the General Services 
Administrative and this committee, and all go down and take a look? 
These maps do not mean anything. Let us go down and take a look 
at it. 

Mr. Puiuurrs. I think that is a good suggestion. Mr. Chairman, 
may I refer to what I said before, because I had a letter like that, and 
I guess everybody did. I read from it: 

Before purchasing the property, the association appeared on December 8, 1954, 
before the Zoning Commission of the District of Columbia. That is made up of 
the three Commissioners of the District of Columbia, the Capital Architect, and 
a representative of the General Services Administration. We requested the prop- 
erty be zoned for commercial use—be zoned first commercial, for our use instead 
of residential and this was done by a 4-to-1 vote of the Zoning Commission, with 
the dissenting vote cast by a representative of General Services. He stated the 


Government had no immediate use for the land; it should be purchased by the 
Government and put in permanent grass. 


I went down and looked at it. I have already looked at it, and | 
do not agree that you are asking for $400,000; I say you are asking 
for much more than that, because you cannot ‘do what you want to 
do without taking the rest of the property. 

Mr. Poorman. I subscribe to the chairman’s suggestion. I would 
like only to say the reason the National Capital Planning Com- 
mission is not represented this morning is because they have an emer- 
gency meeting on the bridge across the Potomac. 

Mr. Osrertac. This is the same problem that I wanted to bring 
up at the time I was interrogating the witness before. I would like 
to ask this: The information which comes to me from GSA is this, 
that this property is already approved for taking by the Congress; 
is that correct? 

Mr. Puitures. What do you mean by ‘‘this property’’? 

Mr. Poorman. I think Mr. Ostertag means within the approved 
taking area as mentioned in the 1926 act. ; 

Mr. Osrertac. That means that is already covered? Now, this 
purchase, or this $400,000, will include the property or the places 
that are owned by the laundry: ; is that correct? 

Mr. Poorman. Yes. 

Mr. Ostertac. How about that life insurance building? 

In view of the fact the chairman has indicated that we ought to get 
together and go down there, I do not think it is necessary to spend 
any more time on it now. 
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FEDERAL SUPPLY SERVICE 


Mr. Tuomas. At this point in the record, we will insert page 12 of 
the justifications. 
(The matter above referred to is as follows:) 


OPERATING EXPENSES, FEDERAL Suppiy SERVICE 
APPROPRIATION LANGUAGE 


“Operating expenses, Federal Supply Service: For an additional amount for 
“Operating expenses, Federal Supply Service,’ $250,000; and the limitation under 
this head in the Independent Offices Appropriation Act, 1956, on the amount avail- 
able for travel expenses is increased by $1,000.” 


GENERAL STATEMENT 


‘This proposed supplemental appropriation is necessary to enable the General 
Services Administration to resume participation in the Federal catalog program. 
The Department of Defense is moving rapidly in developing a uniform cataloging 
system aaa the General Services Administration must expedite its program in 
order to avoid delay and waste in providing common-use supplies to military 
agencies. Another important objective of this supplemental is to speed up 
standardization of stock numbers and descriptions of common-use items, thereby 
realizing greater utilization of excess property.”” (H. Doc. No. 171, 84th Cong.) 

Recommendations of the Hoover Commission make it urgently important to 
identify and catalog under the uniform Federal catalog system supply items which 
GSA furnishes all Federal agencies under its central supply program. This 
normally would be necessary to provide effective supply support to Department 
of Defense and to service common supply needs of civil agencies. However, 
since DOD will complete identification of its supply items by September, 1956, 
it is essential that immediate action be taken to insure effective coordination. 
DOD is now progressively converting to the exclusive use of the Federal catalog 
identifications and numbers, and will have completely converted all items to 
the Federal catalog system by December 1958. Failure to identify the common 
items supplied by GSA to civil and military agencies under the same Federal 
catalog numbering system will seriously impede GSA’s military supply support 
objectives and slow down its overall Federal supply program because GSA items 
are now identified under the old Federal standard stock catalog system. 

In its recent report on Federal surplus property, the Hoover Commission had 
this to say regarding cataloging: 


Recommendation No. 2 


(a) That the Secretary of Defense for his Department and the Administrator 
of General Services for all civilian agencies closely supervise the Federal catalog 
program to insure its completion and effective use at an early date 

That the conversion phase be coordinated with the identification phase, 
and a master plan or program be formulated jointly by the Secretary of Defense 
and the Administrator of General Services for integration of the Federal catalog 
into all aspects of supply management throughout the Department of Defense 
and the civilian departments and agencies of the Government.” 

To meet the initial objective of the Hoover Commission recommendations, it 
is proposed to complete in 1956 38,500 of the 130,000 GSA items, concentrating 
on items purchased or supplied by GSA in volume to military and civilian 
agencies: 

1956 
Supply item identification 38, 500 
Unit cost $6. 49 
$250, 000 


Mr. Tien. This item is “Operating expenses, Federal Supply 
Service: For an additional amount for Operating Expenses, Federal 
Supply Service, $250,000; and the limitation under this head in the 
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Independent Offices Appropriation Act, 1956, on the amount available 
for travel expenses is increased by $1,000.” 
This is your catalog item? 


CATALOGING PROGRAM 


Mr. Mack. Yes, sir. The item is for the cataloging of the GSA 
items to the extent of 38,500 items during 1956. The remainder would 
be taken up in the subsequent 1957 year. 

Mr. Tuomas. I notice in that regard you are going to have a per- 
— cost here. How many personnel do you intend to wind up 
with? 

Mr. Mack. Well, we have no catalog personnel now and, with this 
money, we would have 110 by the end of 1956, an average of 55 for 
the year. 

Mr. Tuomas. The recruitment schedule is based on 28 new en- 
ployees each quarter for a staff of 110 positions by June 30, 1956. 

Mr. Mack. That is right, sir. 

Mr. Tuomas. Then you will have 91,500 items. Is that the 
complete catalog? 

Mr. Mack. No, sir. The first year would be 38,500 items. 

Mr. Tuomas. How many taking it through 1956? You propose to 
complete in the 1956 fiscal year 38,500 at a unit cost of $6.49. Why 
is that so high? Describe one item. 

Mr. Mack. Mr. MacLeod is familiar with that. 


PREVIOUS APPROPRIATIONS FOR CATALOGING PROGRAM 


Mr. Tuomas. You folks tried this for 3 or 4 consecutive years and, 
as well as I remember, you spent in excess of $100,000 every year. 
How far did you get, and what have you spent over a period of years 
on this item? 

Mr. Turpin. I have those figures here. In 1951, there was 
identified 40,438 items at a cost of $409,206. For 1952 there was 
138,284 items identified at a cost of $850,733. That is a total items 
of 178,722 at a total cost for the 2 years of $1,259,939. And the unit 
cost for those total items identified was $7.05. The unit cost in this 
estimate is $6.49. 

Mr. Tuomas. Where does this fit into the picture? 

Mr. MacLeop. We have in the Federal supply schedule contracts 
iand in our stores stock catalog and in direct order purchases 130,000 
ndividual items of supply. This $250,000 for fiscal 1956 will cover 
n the first year of operation 38,500 of those items. It is planned in 
1957 to cover the balance of the GSA items amounting to about 
91,500. 

Mr. Tuomas. Where does this fit in with your previous experience? 

Mr. MacLeop. The previous experience, Mr. Chairman, was when 
we were cataloging for all of the civilian agencies all of the items being 
used simultaneously with the development of the Federal catalog 
system by the military. Those 178,000 items Mr. Turpin mentioned 
were identified at that time in connection with the program that the 
military were then and are now continuing. 

Some of the items involved in this 130,000 are included in those 
figures, with this one exception: Since the time we identified those 
items, the military have revised a great many of those descriptions 
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and item numbers. We do not know which ones. So, in order to 
ascertain whether these are all for the same items we identified before, 
we have to review them as part of this process. 

Mr. Tuomas. I believe you just testified the last full year of 
operations you had 71,000 items, or 171,000—which? 

Mr. Turpin. The last year it was at 138,000 items. That was for 
1952. 
Mr. MacLeop. We had 225 people on board during that year of 
operations. 

Mr. Tuomas. What I am getting at now is are you going to have 
to throw away all that work that was done heretofore and going to 
start new, or what? 


OVERALL GOVERNMENT CATALOG PROGRAM 


Mr. MacLerop. We have investigated that question and have 
consulted with the military people, and we have some doubt that all 
of those identities are now valid. 

Mr. THomas. Why do you keep referring to the military people? 
Perhaps the smallest customer you have are the military today. 

Mr. MacLeop. In the Federal catalog system, it is the purpose 
and objective to have all agencies of the United States Government 
use a common number and a common description throughout all 
supply operations. The military have made considerable progress to 
bring into their uniform catalog system all of the items being used by 
the military. Some of those are items being used in common by 
both the military and civilian agencies, except we have not investi- 
gated all of the current descriptions and the numbers being used by 
all civilian agencies in relation to those identified by the military. 

If I may, I think you can get the picture from this very simple 
chart which demonstrates the area we are dealing with [pointing]. 

Now we set up this program originally as a joint civil-military area 
catalog system in which some 17 individual agency catalog systems 
would be coordinated into one uniform system, so that we would 
have an absolute identity of each item in the supply system without 
regard to where it was used. That is the Federal catalog system 
which Mr. Holifield, of the House Committee on Government Opera- 
tions, has been so concerned in for a number of years. 

GSA was given the responsibility under Public Law 152 for the 

civilian area and the military for its area, but it was to be a joint 
program so that the end result would be one Federal catalog system; 
175,000 items were described under the joint working conditions in 
1951 and 1952. Since that time we have had no funds and have done 
no cataloging. We are now confronted with a very urgent and serious 
problem. 
_ As you know, in our normal civil supply, we have become increas- 
ingly engaged in supply support for the military. They are now com- 
mencing to use the Federal stock numbers under the Federal catalog 
system and we are still using the old Federal standards stock system 
and so we are not talking about the same thing. Under Public Law 
436 they are required by law to convert to the Federal catalog system 
numbers. 

Mr. Tuomas. When was that legislation? 

_ Mr. MacLeop. That was the Defense Cataloging and Standard- 
zation Act of June 30, 1952. 
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Mr. OstrertaGc. When are you going to coordinate or synchronize 
the military and the civilian agencies into one catalog program, when 
the military has not been able to synchronize its own program under 
a unified catalog system? Do not they have to get one package 
before you can tie in with them? 

Mr. MacLeop. They are getting one package. 

Mr. OstertaG. But they have not completed it. 

Mr. Mack. The Department of Defense has scheduled completion 
of the item identifications for the system in 1956 and, of course, the 
conversion would follow that. But GSA work should be initiated 
right now, because the military now represents 60 percent of our 
stores volume and, as we take over supply support for them they will 
requisition from us under these new numbers and item identifications 
description which they have developed. It is essential that we get 
our items into the Federal catalog system numbers and identifications 
without further delay. 

Mr. Tuomas. When you get going good, instead of 60 percent, 
what part of your total business will they furnish? 

Mr. Mack. It will be about 80 percent. In some regions nov, 
as a matter of fact, in Atlanta, Dallas, and Fort Worth, the percentage 
of military business to the total is 80 percent military and 20 percent 
civilian. That is, just in recent months, it has increased substantially. 

Mr. Tuomas. Then within a couple of years or so your volume will 
increase about 20 percent? 

Mr. Mack. It will jump from an overall national average of 60 
percent to an overall national average of about 80 percent military 
and 20 percent civilian. 

Mr. MacLeop. The urgency of this supplemental request is that 
we are proceeding to supply the support areas for furniture, admin- 
istrative supplies, office machines and other classes related to com- 
mon supply and supply support. We cannot now identify items we 
have in our stores and schedule supply contracts. Until we convert 
the Federal stock number identities that the military have developed 
into the Federal catalog system effective supply support cannot be 
provided. 

Mr. Tuomas. Have the military ever consulted with you folks? 
You have been working on one and they have been working on one, 
under the same act. Did they ever consult with you, or you consult 
with them in the beginning, where you could get all of your figures 
down right and use common signs, and so forth? 

Mr. MacLeop. Yes. 

Mr. Tuomas. Why at this late date do you now have to rub it out 
and start over? 

Mr. MacLeop. The problem is that over the years each of the 
civilian agencies and each of the military departments have developed 
their own systems of item identification and stock numbers, each 
applying to its supply system. With the unification of the supply 
system, you obviously cannot use a different number and a different 
word description for the same item and still be able to cross service, 
understand clearly what the requirements are, utilize excess, and s0 
forth. As you broaden the supply base and the supply support area, 
you have to have a common number very much like the industrial 
people have in their own plants. 
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There were 17 such cataloging systems in operation in 1945. The 
Army had its system; the Air Force had its system; the Federal 
Standard Stock Catalog was another system; and so forth. The 
purpose of the Federal catalog program was to set up one uniform 
system which would be used in all supply activities throughout the 
Government, both civil and military. We coordinated the entire 
policy and procedures and developed a joint catalog operation where 
GSA brought all of the civil items together and matched those in 
common with the military, and where the military brought the 
military department items together in a single uniform system. 
That system is very much brought into focus where we are not now 
identifying any of the civil items in the Federal catalog system. At 
the present moment, it is exclusively an identity system and number- 
ing system for items being used in the military departments. 

Mr. Tuomas. Let me see if I can summarize what you are saying. 
In other words, GSA has been doing all right the last 2 or 3 years 
under the system you now use, has it not? 

Mr. MacLegop. No; it has not. Our difficulties have been in- 
creasingly serious because we are getting requisitions from the military 
under descriptions that we cannot translate. 

Mr. Tuomas. You anticipate me. By virtue of the military, you 
are going to have to change your catalog system? 

Mr. McLxeop. That is only one of the reasons. 

Mr. Tuomas. And at present 60 percent of your total volume comes 
from the military? 

Mr. Mack. Of our stores sales; yes, sir. 

Mr. Tuomas. How much more are you going to increase it by virtue 
of business with the military? 

Mr. Mack. I would estimate that the military business will step 
up to a national average of about 80 percent of our total stores volume. 
It will vary between regions. 

Mr. THomas. You are doing 60 percent of total sales now for the 
military. Do you plan to make that 70 percent, 75 percent, or what, 
over the years? 

Mr. Mack. The military volume will increase, as I say, about 20 
percent more than it is now. To give you the specific figures, for 
example, we anticipate for our stores volume in 1956 under this sup- 
plemental request the business will total $76 million for stores sales, 
of which $47.6 million is for military agencies and $28.4 million is for 
civilian agencies. So that in this coming year the volume will run 
better than what it has heretofore; that is, it will exceed 60 percent. 

Mr. Tuomas. And in order to hang on to that 60 percent of busi- 
hess you are getting from the military, you have to change your 
whole catalog? 

Mr. MacLeop. The whole point is that it was determined and 
agreed under Public Law 152 and Public Law 436 that such a system 
had to be developed for use by all agencies in their supply. We are 
hot changing our system; we are participating in a uniform govern- 
mentwide system in which our system becomes a part. 

Mr. Tomas. How much is it going to take in round figures to 
get your catalog in a shape where you want it, and in what length 
of time? 

Mr. MacLxop. This supplemental request of $250,000 will do 
hothing more for us than to identify under the Federal catalog sys- 





664 


tem those items which GSA purchases to service civilian and military 
agencies. 38,500 of the 130,000 total GSA items. Now we have ip 
the civil area 


TIME REQUIRED TO COMPLETE CATALOG PROGRAM 


Mr. THomas. Go on and answer my question. How long is it 
going to take you to get current and up to date like you want it, and 
how much money is it going to take? 

Mr. MacLxop. To do this job in full, it will take 4 years. 

Mr. Tuomas. Is that your intention—to do that? 

Mr. MacLeop. This 4-year budget is for the full civil Federal 
catalog. It would be our intention, when the program policy is 
established. I think it is important to tell you that the Subcommittee 
on Government Operations in the House under Congressman Holifield 
had hearings in connection with the Hoover Commission report on 
surplus property and asked us to submit our recommendations for the 
full-scale program, because that committee felt the internal cataloging 
reflected in this estimate was not adequate to comply with the recom- 
mendations of the Commission. 

Mr. Tuomas. You already have legislative authority to do most 
any type of catalog job you want to do, do you not? 

Mr. MacLeop. Yes, sir, but we do not have money. 

Mr. THomas. Now let me repeat for the third time: What are your 
intentidns and how long is it going to take you to satisfy your 
intentions, and how much in dollars are you going to spend? | 
know you are not going to finish this in 1956 and do not project your 
estimate beyond 1957. What I want to find out is how long and how 
much it is going to take before you get through with the catalog? 

Mr. Turpin. Mr. Chairman, for the program that is indicated by 
this estimate, that is, the cataloging of 130,000 items currently in the 
GSA supply system, would be $250,000 in 1956 and approximately 
$530,000 in 1957. That would complete the 130,000 items. Now there 
has been discussion and recommendations in the Hoover Commission 
report for the GSA undertaking a larger catalog program ; in other words, 
a catalog program for all civilian agencies and not limited to just those 
in the GSA supply system. To complete that program for all civilian 
agencies would take 4 years and a total of about $6.9 million. 

Mr. Tuomas. To complete the one under discussion now it is going 
to take all of fiscal 1956 and a total of about $750,000 including this 
year and next year? 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. And that will give you a catalog on 130,000 items? 

Mr. Turptn. Those are the important items in the GSA supply 
system. 

CIVILIAN AGENCY CATALOG PROGRAM 


Mr. Tuomas. What are you going to do beyond that, or what is 
being done beyond that? 

Mr. Turprn. I do not know of anything to be done beyond that 
for these 130,000 items; but if future plans should provide for a g0- 
ahead with a larger program, getting into the remaining civilian agency 
program, that would run into more money than that. 

Mr. Tuomas. What other agencies would be involved that are not 
involved now—the Veterans, for one? 
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Mr. Mack. It would be all of the civilian agencies. In other words, 
if we confine ourselves to the 130,000 items, that would complete the 
catalog of the so-called common-use items which GSA procures for 
other agencies. ‘The second phase which Mr. MacLeod spoke about 
has to do with the completion of all items used by civilian agencies 
over and above the 130,000 items, so that we would come up with a 
single Federal catalog for all Federal agencies. 

Mr. THomas. How many additional items would be involved over 
and above the 130,000? I cannot imagine any more items in the book 
than 130,000. Are you going to include medicine, now? 

Mr. Turpin. That would be about 770,000 more in addition to the 
130,000. 

Mr. THomas. How many? 

Mr. MacLrop. 770,000. 

Mr. Tuomas. What could be the nature of them? It does not 
make any difference whether it is X or Y agency, they are all common- 
use items; they all use the same thing, except scientific equipment, 
medicines, and what else? 

Mr. MacLeop. No; all types of items in some 75 classes of mate- 
rials. We have, for example, 10,000 items of supply in our stores 
stock system; we have 50,000 items in our Federal schedule; we now 
have 75,000 items that we buy against direct-order requisitions, 
delivered directly. In addition, there are 770,000 items that agencies 
are regularly buying. Those are estimates; we have not identified 
them, but we feel quite confident that is correct, because our joint 
analysis in the military and civilian area indicates there are 2,725,000 
items in the supply system for the military and civilian agencies. 

Mr. Tuomas. How many items? 

Mr. MacLerop. 2,725,000. Now the military have actually iden- 
tified 1,230,000 and they will have completed the remainder of their 
items by September 1956. 

Mr. Tuomas. Is that some of those items where I believe Agri- 
culture had a request for condensed penguin milk; is that one of those? 

Mr. MacLerop. It developed into a real item—evaporated milk. 

Mr. Tuomas. Maybe we had best wait and cut out some items and 
do not catalog them. 

_Mr. Mack. Our submission has to do with the first year’s opera- 
tion, to identify GSA items which are in common use by all of the 
other agencies and complete that program. 

Mr. Tuomas. You are doing that now? 

Mr. Mack. No, sir. We have no funds for that purpose. It 
would be done next year and the year following. 

Mr. Tuomas. This whole thing, however, is brought about by the 
business vou are getting out of the military services. 

Mr. Mack. There is this point that I think should be made clear. 
When we say that 60 percent of our stores volume is from the military 
services today, it does not mean that that 6( percent is being requi- 
siioned by them under this new Federal catalog system of numbers, 
but only to the extent they are progressively completing identification 
of the numbers; that is, as they complete by category and by class. 
And, to that extent, we have to conform and will conform. But we 
are going to get more volume, because they are nearing the end of 
their program and that means that instead of 2 or 3 classes thus far, 
henceforth they will be coming in pretty fast. And we do not have 
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now the organization to identify those numbers and conform 0; 
system to the Federal catalog system. That is why this intern,| 
program of identifying GSA items is an important and very urgent 
program. 

Mr. Tuomas. What will be your recurring cost annually for mainte. 
nance? 

Mr. MacLeop. About 10 percent in items. There are changes jp 
products that indicate on an annual basis we have to review about |) 
percent either of new items or the deletion of old items; so abou 
every 10 years the whole program turns over. So that there is a con. 
tinuous maintenance of this Federal system, as there is in all identi. 
fication catalog systems. 

Mr. Tuomas. Well, I want to ask Mr. Kresl what he thinks abou 
this. What about this program, Mr. Kresl? 


APPRAISAL OF THE FEDERAL CATALOG PROGRAM 


Mr. Krest. I think the confusing part of the whole catalog pro- 
gram cost is the fact you need not only to change the printed catalog 
or merchandise list which is used by all agencies but you must also 
change the numbers on the bins in all of the warehouses; you musi 
change the numbers on all of the items GSA has in all of the war- 
houses. That is a tremendous job in itself. We found in the Hoover 
Commission; military had originally 4 million identifying numbers. 
They felt they could reduce that number to about 2 million and in that 
2 million they will have multiple catalog numbers for the same item. 
For instance, a given pair of shoes will have as many as 166 different 
catalog numbers for the size range and widths, on that basis you will 
have less than 750,000 distinct items in the whole system. 

Mr. Tuomas. Gentlemen, I think I should say you are now listen- 
ing to the man who perhaps knows as much about this subject as any 
person in the world. Here is one of the high officials of Sears, 
Roebuck for many, many years, and if he does not know anything 
about cataloging I do not know who does. 

We are delighted to have you and what you say is going to carry 
plenty of weight. 

Mr. Krust. In looking at it from the layman’s position, the catalog 
numbering system, I believe is a little extended as far as 11 digit 
numbers is concerned. Further the program is broken down into 9% 
categories and 500 classes. 

Mr. Puruuips. In these items, you have eliminated the 223,0i) 
duplicates. 

Mr. MacLeop. Yes; we figure that our 1,125,000 will shrink be- 
cause of duplicates by 222,650. , 

Mr. Kresu. A catalog house would not go to an 11-digit catalog 
number in the first place; because of the tremendous chances of error 
in transposing numbers you would never know what was wanied. 
By transposing a digit or two you may come up with wholly differer' 
items. 

There are in the Army 672 major items that represent 61 percent 0 
the capital investment; another 2,100 items that represent another |- 
percent of the capital investment. So in 2,772 items, you have ( 
percent of the total capital investment. Now, if you stopped there 
you could have had a relatively simple numbering system; but DOD 
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went beyond that to provide a number for each of the parts and spares 
for each major item of which you have 999,000 for the Army alone, 
and in the Navy and Air Force you have about another 2 million 
catalog numbers. There are many duplications in Army, and the 
same item in the Navy carries a yet different number for that same 
item; the same is true of the Air Force, DOD estimates, when they 
get all finished, they will reduce the total of 4 million numbers to 2 
million. 

Now you can go beyond that. As I pointed out in the case of shoes, 
you have 166 different catalog numbers for the same identical shoe, 
representing the different widths and sizes, ranging all the way from 
a 3EE to a 15 or 16. In civilian life, you will find that 82 percent of 
the shoes bought and worn by men range from about a7 to a 12 and, 
when you purchase shoes from the manufacturer, you specify X num- 
ber of pairs of shoes broken down percentagewise according to a 
formula. So there is where you run into difficulty and if GSA is to 
carry all of the common-use items used by the military, as well as by 
civilian agencies, you have no choice other than to synchronize the 
Federal catalog numbering system with the military and that will 
take a period of time, because the military does not plan on having its 
entire catalog system finished until the end of 1956, and before it is 
integrated into the program it will be 1958. So you cannot move in 
GSA any faster than the military, but they should move as fast. 

Mr. OstertTaG. That is the point I was trying to make. That 
raises the question how you are going to move ahead with this job 
until the military has completed its job for synchronization. 

Mr. Tuomas. Well the military has been working on this for 10 
years and it would be my guess it will take another 10 years. 

Mr. MacLeop. They have completed adequately enough items in 
areas related to our schedule, to our supply area, so that over a 4-year 
program, with the item identities they have completed, we can com- 
pare, and match and classify. In other words, we would be about a 
year behind them, which is an adequate lag to take advantage of 


S everything they have done. 


Mr. Tuomas. Mr. Kresl, do you think it is advantageous to the 
Government to integrate this program, in view of the state it is in now? 
Considering the state it is in now, with reference to what the military 
has done, do you think it is advantageous to the Government to 
utegrate this program? 

Mr. Kresz. I do not think you have any choice, because it has 
already been integrated with the military systems of England and 
Canada and some of the other friendly countries which have adopted 
the same system. It has progressed so far that you cannot cut back 
all of a sudden and go forward with a new system. As I say, I per- 
snally do not like it; a catalog man would not go along with it, 
because you do not need 11 digits. To simplify it, had you broken 
down your categories from 1 to 1,000, you would only need 3 
digits for each category; then if you adopted letters, A for 1955, B for 
1956, and so forth, and 4-digit catalog numbers, you would have had 
é very simple system, so that 10 years from now anybody walking 
(trough the military or civilian warehouse, spotting the letter A con- 
lected with an item in that warehouse would know that it was 10 
years old. He would not need to refer back to the records to know 
low old it was. Further you would get a rotation of goods, moving 
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in and out. Moreover, because the warehouseman, who after all js 
said and done, is just a laborer, would look at the letter of a catalog 
number and would always use the oldest letter first. That simple 
device would maintain the first-in-first-out system of rotating mer. 
chandise, instead of the system we ran into so far as the Quarter. 
master Corps is concerned, where hamburgers or bacon was purchased. 
millions of pounds subsequent to the original purchase, which is stil] 
on hand in the warehouse and not usable. 

Mr. Tuomas. Do you mean to say under this system by looking at 
the catalog you have you cannot tell the difference? 

Mr. Kresut. You cannot, and you have to refer back to the books 
or records, if they have such records, to determine when you bought it. 

Mr. THomas. Why cannot this thing be handled along the line you 
indicate; why not do it the other way? 

Mr. Kresut. That was the recommendation of the Hoover Con- 
mission; but by virtue of the fact it had gone so far ahead and was 
integrated in the systems of the other allied or friendly powers, the 
Department of Defense felt they could not make any changes at this 
particular time. I am still of the opinion, when you get all through, 
you are going to have such a tremendous number of errors because of 
transpositions, that the system will fall of its own weight. You may 
have a requisition for a bathing suit and get a fur jacket, or vice versa. 

Mr. THomas. What is the use of ever doing it, then? 

Mr. Krest. My recommendation would be to go forward with 
what they have, and then refine the program, I do not see what else 
can come of it. 

Mr. Puiuuies. I do not care whether Canada and England have 
the same system, if they want to take that as their basic system, that 
is all right; but why cannot we still inject into our system this very 
simple method of determining the age? I do not see why we cannot 
do that even now. 

Mr. Kresu. It was recommended. 

Mr. Puitures. The same items would have the same numbers and 
eventually you would move the oldest items out first. 

Mr. Krest. Or if they could not use letters with the mechanical 
system, they could use the figures 1954, 1955, 1956, and so forth. 

Mr. Ostrertac. Do you mean to say this system you suggest was 
not considered at all by the authorities in charge of the cataloging? 

Mr. Krest. I wrote up the method when I was with the Hoover 
Commission and nothing was done about it. 

Mr. THomas. Maybe Mr. Kline has some remarks. 


METHODS OF DETERMINING AGE OF MERCHANDISE 


Mr. Kune. You still can identify the items that have been in stock 
longest if you have a code system which is very simple, developed by 
the department stores. By a seasonal code system, A, B, C, and D 
stand for fall, spring, summer, and winter. It is a four-season system. 
We can identify the merchandise in a store of 700,000 items in no time 
at all. In the warehouse, you put the code-number data on that 
conforms to the code and you can always tell which merchandise is the 
oldest, regardless of the catalog number. 

Mr. Puiturrs. But you do have to look back to the code? 

Mr. Kunz. You have to look somewhere anyhow. 
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Mr. Patties. The warehouseman going up to the shelf locates the 
item on the shelf and does not he have to refer to the code? 

Mr. Kung. You can mark the number on the merchandise, and it 
will tell the length of time in stock. 

Mr. Puiuurps. He puts it on manually, when he puts it on the shelf? 

Mr. Kurne. Either that, or whoever would have the ability to put 
iton. You are putting numbers on merchandise now as it comes in, 
all you do is to add one letter and you know how old the merchandise 
is, or any code you like. 

‘Now, on these hamburgers, I happened to be in an office 3 months 
before the Hoover Commission released its report. They asked me 
what to do with the hamburgers and I gave them the answer. They 
also had ham butts, gravy, and bacon in cans bought in 1947, 1948, 
and 1949 and that they were buying more every year up to 1955 and 
wanted money to buy some more. ‘The reason was that it was not 
fit for human consumption, because they did not keep it under an 
even temperature, so it had to be thrown out. The Navy said to 
keep it for 12 months at 90 degrees, or 24 months at 40 degrees; after 
that, if they had any in stock, to throw it out. That, said the Hoover 
Commission, is their system. 

Now there is such a thing as keeping it for years and years and years 
under an even temperature. And when they pitched the hamburger 
thing at me, I did not know the quantity in stock. There is no 
excuse, if you have a simple stock control that you cannot control 
your inventory. 

The Navy bought tomatoes in California and the Army bought 
them on the eastern shore and had to ship them across the country. 
If you had centralized buying and control, that could never happen. 

Mr. Tuomas. This catalog won’t help to obviate that; will it? 

Mr. Kurnz. The catalog is set up to function with friendly countries 
and they have three extra digits so that they can order certain items. 
That is why you have 11 digits instead of 8. 

Mr. Ostprtaa. Are you talking about inventories, or catalogs? 

Mr. Kurnn. That is all in the same boat—everything. They go 
together like hand and glove. 

Mr. Puiturps. I do not think they do. I think Mr. Ostertag is 

ight. They go together so far as inventory and records are concerned; 
but what we are talking about is the simplicity of taking a man who is 
not a certified public accountant and putting him in charge of the 
shelves in the warehouse, and if he yanks off a package of this ham- 
burger or other stuff he does not know how old it is. 
_ Mr. Kurne. When the shipment of merchandise comes in, you put 
it in the proper space and ship it from there. Four weeks from now 
when you get another shipment, you put a sign on it ‘““Do not touch.” 
lt is just a question of housekeeping, you ship out the first lot and the 
last lot you do not touch until the first lot is all gone. 

Mr. Puituips. Which is very simple, it seems to me. 

Mr. Kune. It is being done every day in business. 

Mr. Ostertac. In other words, the consumer never gets a fresh 
hamburger? 

Mr. Tuomas. Tie in the inventory control with the catalog, please. 

Mr. Kung. Well, the catalog is a source of information for you to 
order merchandise from. It has nothing to do with the age of the 
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merchandise in your store. Cataloging is not meant to control the 
age of the merchandise in your store. 

Mr. Tomas. So that there is very little relationship between this 
cataloging item here-and the paramount item of inventory control? 

Mr. Kune. Right. 

Mr. Tuomas. They are separate and distinct things. The catalog 
is for the customer? 

Mr. Kunz. Right. 

Mr. Tuomas. And the customer does not have a thing to do with 
that inventory control? 

Mr. Kune. You had better see that they get fresh merchandise. 

Mr. Tomas. Or you do not have a customer? 

Mr. Kune. Right. 

Mr. Puiuurrs. I come back to this same point which I think is more 
important than Mr. Kline seems to think it is. Mr. Kline has been 
accustomed to working with people, putting a man in a warehouse who, 
if he does not physically move his material or put a sign on it saying 
to take the other item first, you fire him; but you cannot do that in the 
United States Government; he has civil service. 

Mr Kune. It was a new business. You do not fire him. You 
had to train him to run that warehouse. I had to do it like we did 
in the department-store field. Cataloging has nothing to do with 
controlling merchandise. GSA can control merchandise. The Army, 
Navy, and Marine Corps can. GSA is setting up stores. They have 
a new pattern of how to handle merchandise. They have stores. 
You never had stores like GSA. They get merchandise in, they 
rotate it, they know what they are doing. They have a new way of 
distributing merchandise from a traffic angle where they can save 
millions of dollars over a period of years. They are running their 
business the way private industry and the way the quartermaster 
does it. So there is a big difference, and as far as controlling the age, 
that is no problem. We can control that. 

Mr. Ostertac. There is no business in the world as big as the 
United States Government. 

Mr. Kune. How well we know that. 

Mr. MacLeop. If you have different item numbers, they are 
carried in the same store in different bins under different numbers 
under different descriptions and are therefore duplicated. 

Mr. Tuomas. How is that going to control that purchasing agent? 

Mr. MacLeop. The purchasing agent gets the uniform common 
item whereas now he may get the same item from 2 or 3 agencies 
and would not identify it as being the same item. 

Mr. Tuomas. If he does not think he has it in stock he goes out 
and buys it? 

Mr. MacLerop. Yes; and he duplicates merchandise we already 
have. 

Mr. Ostertac. Is that the cause of the tremendous surpluses? 

Mr. Mansure. It is one cause. 

Mr. Ostertaa. Is it the major one? 

Mr. Mansovre. It is an important one. They are all major. I[t1s 
a question of judgment and not watching and following through. It 
is like golf; you can hit the ball but you have to follow through. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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Mr. Mansure. Mr. Mack knows that because of the service that 
has been given to some of the departments, Defense are coming to us 
with their problems now. 

Mr. Mack. That is right. 

Mr. Mansur. We have been 2 years getting them to even talk 
about it. ; : 

Mr. Toomas. Well, we wish you well. I think you are doing a 
ine job. 3 ot stay 

Mr. Krest. Mr. Chairman, this might clear up the situation. 
Let me read what I have here: 

It is important to note the Congress specified ‘‘identical items.” This means 
there is no such latitude as GSA regional managers would like to read into the 
Federal catalog program and GSA specifications. A recent study revealed 
variances of as much as 10 percent in costs which, of course, meant wide variances 
in quality. There is no point, and Congress never intended to spend a quarter of 
a billion dollars for a numbering system alone—Congress most certainly had in 
mind specific items in standard design and quality—items that could be inter- 
changed between agencies for utilization with the confidence they would always 
be identical 

The catalog system does not do that. It falls short of what Con- 
gress intended it should do. 

Mr. Tuomas. Thank you, sir. 


EXPENSES, GENERAL SupPpLty Funp 


Mr. Tuomas. At this point in the record we will insert pages 17-19. 
(The pages referred to are as follows:) 


EXPENSES, GENERAL SuppLty Funp 
APPROPRIATION LANGUAGE 


“Expenses, general supply fund: For an additional amount for “Expenses, 
jeneral supply fund’’, $1,300,000; and the limitation under this head in the In- 
lependent Offices Appropriation Act, 1956, on the amount available for expenses of 
iravel is increased by $30,500.” 


GENERAL STATEMENT 


“Of the foregoing proposed supplemental appropriation, $1 million is needed 
to permit the general supply fund to handle a substantially larger increase in 
business than was anticipated in the budget, resulting from recent agreements 
with the Department of Defense. The remaining $300,000 is needed to finance 
lohrecurring costs of reorganizing the present supply system, thereby making 
possible future reductions in overhead costs’? (H. Doc. No. 171, 84th Cong.). 

Printed budget for 1956 provided for an overall sales program of $139.2 million 
ss compared to $130.3 million for 1955. However, it recognized possibility that 
|) inventories in customer agencies would not continue to supply everyday 
requirements throughout 1956 and (2) progress evidenced early in 1955 in expand- 
ing sales to the Department of Defense would continue. Accordingly, the possible 


heed for increased operating funds for 1956 was contemplated. 


The full budget estimate of $12 million for 1956 was allowed by the House 
Appropriations Committee under conditions expressed on page 8 of report No. 304 
tat “a supplemental estimate for fiscal year 1956 is pending in the Bureau of the 
sudget for such increased workload.’”’ The full amount is also provided in the 


Pill as passed by the Senate. 


Change in 1955 program 
Expansion of stores sales program which started early in 1955 has continued to 
accelerate principally due to sales to DOD. This appears to result from exhaus- 
on of depot stocks in commodities designated by DOD for local procurement 
63859—55——43 
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by military posts and commands under directives which establish GSA stores 
depots as preferred sources of supply. As direct result of continued intake of 
requisitions at accelerated rate, and because alarming backlog situations had 
developed in all regions, supplemental funds of $200;000 for 1955 were approved 
April 22, 1955, in the Second Supplemental Appropriation Act, 1955. This smajj 
net amount will be adequate for expanding stores sales from 60 to 66.5 million 
dollars because of a partially offsetting reduction in direct delivery sales due largely 
to some months’ delay in implementing certain DOD purchase directives. : 


Change in program for 1956 

Continued expansion of stores sales in 1956 and implementation of certain 
purchase assignments are expected to increase both stores and direct delivery 
sales over amounts provided for in regular budget. The amended total sales 
program for 1956 is now estimated at $160.3 million as compared to the $139.2 
million program reflected in House bill 5240. This reflects natural growth in 
program for further consolidating supply support for common-use items in GSA 
in line with (1) Hoover Commission objectives and (2) agreement between Secre- 
tary of Defense, Director of the Bureau of the Budget, and the Administrator 
Increased sales are largely to DOD, although some provision is made to firm up 
inventories in civilian agencies as excesses are depleted. 

Simp'ified supp!y operations 

Pecent analysis of operations by consultants with considerable experience iy 
large-scale commercial merchandising has resultgd in adoption of certain improved 
techniques used to advantage by industry. These simplified, low cost-high 
volume methods were described by the consultants to the House Independent 
Offices Appropriations Subcommittee in some detail at hearings on the reguiar bil! 
for 1956. 

In addition to reducing expenses of operation, the new supply plan when full 
activated will (1) improve service to customer agencies and (2) reduce cost of 
goods to such agencies by 10 to 30 percent. 

The year 1956 is the first year of the 2- to 3-year period required for orderly 
implementation of the plan on a progressive basis. Maximum operating econo- 
mies, other improvements, and certain nonrecurring costs due to the plan in its 
first partial year of operation, are reflected in the estimate. 

Analysis of supplemental estimate 

Supplemental estimate of $1,300,000 includes $1 million net to handle increas 
in sales from $129.2 million to $160.3 million and $300,000 for nonrecurring ests 
necessary to realine facilities, inventories, and organization under the simplified 
plan. 

Sales volumes and cost data for 1955, as supplemented, and 1956 in H. R. 5240 
and as amended, follow: 
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Total sales program and costs 
___uee~esentipeesteriaaatinesasmantsinnnatenssaneitaiantitguntiansicinnnnipetrh yi 


1955 as 1956 in ; 
supplemented | H. R. 5240 | 1956 amended 


_— | [LY 


Total sales (in millions) $128. 9 $139. 2 $160.3 
Ratio of recurring expenses per $100 of sales $9. 41 $8. 62 $8. i 





Performance costs: 
Ct ES 90 ncnndadaccundceneeanth Senscnge $12, 126, 800 $12, 000, 000 $13, 000, 000 
Nonrecurring expenses 300, 000 

Total expenses 12, 126, 800 | 13, 300, 000 

Transfers and adjustments , 


Appropriation 





{NALYSIS OF SALES BY PROGRAMS (IN MILLIONS) 
Stores sales (including fuel yard): 

Military agencies 

Civilian agencies 


T tel. cccwoees sa ded Wut db ctccd adededesgaeens 





Direct delivery sales: 
Military agencies 
Civilian agencies... 


Total 
Shops and motor-equipment pool sales__ 





Other income: 
Interagency motor pools sales__-.---- - se aigtes Gras awed 
Special operations (Gallup, N. Mex.).-...---------- 
BYIROOTI aks kod te dicen ddcdbovbsadobaauea , 








l'otal_--- 


lotal sales__.--.- gabubiddenih 28. é 160.3 


ANALYSIS OF COSTS BY ACTIVITIES 


Stores operations... --- be ee eee ae ts alee | $4, 866, 600 | $5, 115, 000 $5, 476, 000 
2. Direct order purchasing | 1, 682, 600 1, 786, 000 1, 952, 000 
b Space anid POMIINE CONGR nn~cacinawbeencacnccaes 2, 579, 000 | 2, 100, 000 2, 265, 000 
4. Direct order inspection f | 566, 500 | 555, 000 640, 000 
5. Equipment maintenance-_-...........-.----....---- | 125, 100 | 60, 000 60,000 
& Administrative operations......................-...- 2, 307, 000 | 2, 384, 000 2, 607, 000 


TORO SI se en cam asmuinin 12, 126, 800 | 12, 000, 000 13, 000, 000 


Nonrecurring moving and space costs. . 300, 000 





DOtl CR NReres wine cc cous ps ~ ach ccceukinguces 12, 126, 800 | 12, 000, 000 | 13, 300, 000 


ANALYSIS OF COST PER $100 OF SALES (RECURRING | | | 
EXPENSES) BY PROGRAM | | 

res, . — $12. 30 | $12. 81 | $12.04 

space . 3. 88 | 3.18 | 2. 98 


Sty 


Otel MARGIE Ae enon concccesidnvadtideke aul 16. 18 | 15. 99 | 15. 02 


\ denvensbédawiunesds 2.15 2.10 | 1.98 
shops and motor-equipment pools---.--...--.---------- | 5. 69 | 5.00 | 5.00 


Includes $200,000 provided in Public Law 24, 84th Cong. 


teductions in cost levels of 6 percent for store sales and 5.7 percent for direct 
delivery sales from original 1956 budget estimate represent, for the most part, 
uitial effect of partial year implementation of simplified supply operations plan. 

Mr. Tuomas. I note here: 

Expenses, general supply fund: For an additional amount for ‘Expenses, 
etheral supply fund,’’ $1,300,000; and the limitation under this head in the 
independent Offices Appropriation Act, 1956, on the amount available for expenses 
i travel is increased by $30,500. 

What about this? 

Mr. Mack. That is made up of two items. The first item is $1 
lion, which is needed because of $21.1 million increased business 
ver that provided for in our regular submission for 1956. 
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Mr. THomas. $21.1 million increase? 

Mr. Mack. Yes. 

Mr. Tuomas. What does that give you as a total estimated business 
for 1956? 

Mr. Mack. $160.3 miilion, made up of $76 million of stores and 
$77.2 million of direct delivery. 

Mr. Tuomas. What is the figure for stores? 

Mr. Mack. $76 million. 

Mr. Tuomas. And what for direct delivery? 

Mr. Mack. $77.2 million. And then there were small items of 
shop sales and pool sales that make up the total of $160.3 million. 

Mr. Tuomas. And this increase of $21.1 million was not anticipated 
at the time of the submission of your regular budget? 

Mr. Mack. The $21.1 million increase is due primarily to monthly 
o reased sales. Mr. Daly, who is Director of Stores, has figures on 
that. 

Mr. Tuomas. What do you anticipate your entire volume of store 
sales will be for 1956? 

Mr. Mack. $76 million. 

Mr. Tuomas. It is around $55 million now? 

Mr. Mack. It is $66.5 million in the 1955 budget. 


NONRECURRING COSTS 


Mr. Tuomas. What is the $300,000? 

Mr. Mack. That is needed to finance nonrecurring costs to put the 
Kresl-Kline plan into effect. It is made up of several items, primarily 
the rewarehousing of stock and some adjustments that are necessary 
in putting this plan into effect. That is outlined on page 34. 

Mr. THomas. You mean it is for inventory control? 

Mr. Mack. There will be departmentalization of bulk warehouse 
stocks. The stores items will be set up by departments, there wil 
be five departments, and requisitions w ill be issued by the using 
agencies by departments and there will be a combined ‘form of the 
invoice, order, al voucher, and as it would come in it would go 
directly to the department and be filled within the department. 
Currently the stocks are not departmentalized. 

Mr. Tuomas. At this point in the record we will insert page 34 an id 
the green sheet, page 35, in the record. 

(The pages referred to are as follows:) 


Expenses, general supply fund—Nonrecurring moving and space costs 


Average employment 


Amount |— meme 
Department! Field | Total 


1956 in H. R. 5240--_- ; eet ‘6 | Oe aoe ee aes 
ee ee er a eee ee eee : 


Supplemental --- : | "4-300, 000 





HIGHLIGHT IR 
organ 
Provides for nonrecurring costs incident to reorganizing supply system (0 
bring about future reductions in overhead costs and improved service to custome 
agencies under the simplified supply operations plan. No provision was made it 
the estimates reflected in H. R. 5240. 
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Details of costs follow: 
1956 amended 
_ Terminal-leave payments to employees terminated in process of 
establishing national buying organization $26, 000 
_ Progressive departmentalization of bulk warehouse stocks during 
1956—Average of $8,333 for 12 locations 100, 000 
. Moving 171 inventory management employees from regional office 
headquarters to warehouses, including warehouse space alterations 
to provide office-type facilities—Average of $440 per employee____ 75, 000 
_ Moving 224 purchasing employees involved in “‘call forward”’ ordering 
under new type contracting methods and consolidated contracting 
from regional office headquarters to warehouses, including ware- 
house space alterations to provide office-type facilities—Average 
of $440 per employee 99, 000 


Total nonrecurring costs 300, 000 


JUSTIFICATION 


Simplified supply operations plan has three basic objectives: (1) reduction in 
cost of goods to customer agencies by adopting contracting methods currently 
used in large commercial operations; (2) reductions in overhead operating costs 
and inventory investments; and (3) improved service to customer agencies by 
ensuring adequacy of supply and expediting filling of orders. 

Plan requires substantial functional reorganization of personnel, relocation of 
certain key operations from headquarters offices to warehouses and incidental 
space adjustments. When fully implemented it is expected to reduce cost of 
goods by 10 to 30 percent, operating costs by 10 to 20 percent, and substantially 
increase the current stock turn of 3.2 times. 


EXPLANATION OF DISTRIBUTION OF SUPPLEMENTAL ESTIMATE BY OBJECTS 


Personal services and staffing, $126,000 


Includes $26,000 for terminal leave payments to personnel not transferred to 
national buying organization and $100,000 for part-time and temporary employees 
to progressively rewarehouse bulk inventories into newly designated commodity 
departments. 


Other objects, $174,000 


Payments to buildings management fund for moving personnel and making 
office-type space alterations described in items 3 and 4 of tabulation under 
“Highlight.” 

Obligations by objects 


Object classification In H. R. 5240 a Difference 


Personal services 
Departmental $26, 1 +$26, 000 
Field 100, 000 








0 ss f +126, 000 


02 


Transportation of things 
(4 Communication services 
Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
Supplies and materials 
0 Equipment 


Total other objects 7 , +174, 000 


Total obligations ( 


—_— 





an terminal costs resulting from establishment and centralization of national buying 
ganization, 
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Mr. Tuomas. That shows “Other objects” to put this plan into 
effect? 

Mr. Mack. Another item of nonrecurring cost is to move certain 
personnel from the regional offices right out to the stores and to com- 
bine the functions of these people so that an individual will be respon- 
sible for certain items both as to determining the quantity for order 
and placing the reorder document. 

Mr. Tuomas. This is pretty well put: 

Moving 224 purchasing employees involved in “call forward’ ordering under 
new type contracting methods and consolidated contracting from regional office 


headquarters to warehouses, including warehouse space alterations to provide 
office-type facilities. 


And— 
Moving 171 inventory management employees from regional office headquarters 


to warehouses, including warehouse space alterations to provide office-type 
facilities. 


And— 


Progressive departmentalization of bulk warehouse stocks during 1956. 


Enlarge on that. 

Mr. Mack. That is setting up the stores items in the warehouse 
by departments of stores items. There would be five departments— 
office supplies, furniture, subsistence and miscellaneous items, forest 
fire fighting, and so forth. The point is that by having these items 
set up by departments we can go direct to the point where the goods 
are located and avoid delays and give better service. 


EXCESS WAREHOUSE SPACE 


Mr. Tuomas. I see you will sublet 375,000 square feet of space in 
your warehouses that you are not now using. Which of your ware- 
houses will you take that from? 

Mr. Mansure. Page 27 gives you the breakdown. Furthermore, 
we are contemplating moving one store operation from rented to 
Government-owned space, space released by the Navy, which will 
be helpful. We are not sure it can be worked out. 

Mr. Tuomas. Is this money covered in the Treasury? 

Mr. Turpin. No; because there is no amount included in the reg- 
ular estimate to cover this space that is excess to our requirements. 

Mr. Tuomas. This is charged against ‘‘Public Buildings,” is it not? 

Mr. Turpin. No, sir. It is all paid from this appropriation and 
the proceeds that would come from any of this space that would be 
leased out would be used to pay the lessor for the space. 

Mr. Tuomas. To do what? 

Mr. Puiturres. These are not Government-owned warehouses; 
they are leased warehouses. . 

Mr. Tuomas. You are tied up with long-term leases so you are 
subleasing some of them? Do you cover that in the Treasury? 

Mr. Turpin. No. That would be used to pay the rent bill because 
we have nothing in our appropriation bill to pay for the excess to our 
requirements. 

Mr. Tuomas. How are they being paid now? 

Mr. Turpin. We had authority last year and it is requested to be 
continued in 1956 to use the money that is received for this excess 
space to pay the lessor. It was on that assumption that there was 
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nothing included in our estimate to pay for any space in excess to 
our requirements. 

Mr. Tuomas. Does Public Buildings and Grounds pay for that? 

Mr. Turpin. No. It is paid from the general supply fund. 

Mr. Mansure. In other words, this excess space we have, we really 
do not have funds to pay for that. Is that right? 

Mr. Mack. That is right. On page 27 is a list of space for which 
we do not have funds. As we indicate, that is being reassigned or 
subleased. Most of that is at San Francisco and Kansas City. Kansas 
City is a Government-owned building. 

Mr. Tuomas. That is a new building? 

Mr. Mack. Yes. 

Mr. Turpin. If you will look at page 26 you will notice that in 
1955 there is $310,000 being paid from this appropriation for that 
excess space, but there is no amount included in our estimate for 
1956 to pay for this excess space, on the assumption we will find 
takers for it. 

Mr. Tuomas. I think I noticed a recapitulation for this entire 1956 
item, including this $1 million. Where is that? 

Mr. Mack. Pages 36 and 37. 

Mr. Toomas. This shows the total available for obligations for 
fiscal year 1956 as $13,570,000. 

Mr. Turpin. Yes. That includes estimated reimbursements of 
$270,000. 

Mr. Tuomas. And it includes the $1.3 million? 

Mr. Turpin. Yes. 

Mr. Toomas. Where is your rent bill here? 

Mr. Turpin. Item 3, space and related costs. 

Mr. Tuomas. Your personnel cost is about two-thirds of your 
total bill, is it not? 

Mr Mack. Just about. 

Mr. Tuomas. Under 07, ‘Other contractual services, the total is 
$3,134,600? 

Mr. Turprn. That is for all contractual services, which would 
include contract hauling services. 

Mr. Tuomas. What is your rent bill? 

Mr. Turpin. It is $2,265,000 for 1956, and that includes the rent 
and the operation costs. 


SPACE AND RELATED COSTS 


Mr. Toomas. And your item 05, ‘Rents and utility services,”’ 
only takes care of your utilities? 

Mr. Turpin. That would include any items that are paid directly 
from this appropriation for rent and utilities. 

Mr. Tuomas. How much rent do you have? 
_ Mr. Turpry. Our total cost for the rent and operating costs—that 
is, the upkeep of the space—is $2,265,000 for 1956. 

Mr. Mack. That is on page 27. 

Mr. Tomas. You are showing an increase 1956 over 1955, and yet 
mm are disposing of 375,000 square feet. How do you account for 

at? 

Mr. Dany. With this increase in volume of store sales to $76 
million, we will have to have an increase in inventory, so we will 
haturally require more space. 
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Mr. Tuomas. But you have given up 375,000 square feet that yoy 
will not need and that you paid rent for in 1955, and yet your bill goes 
up in 1956. 

Mr. Daty. There is this factor also, that some of the excess space 
you see on page 27 is not located in the right places for us. For 
example, our increase in volume is generally around Atlanta and 
Dallas. We will need some space increase there whereas we will not 
need it in the places shown in the last column on page 27. 

Mr. THomas. Your volume goes up in 1956 over 1955, you reduce 
your space, but your rent goes up. 

Mr. Turprn. Mr. Chairman, on page 26, which is the detail on this 
space and related activities 

Mr. Tomas. That is just your warehouse. That does not cover 
your rents and utilities, does it? 

Mr. Turpin. That covers all of the warehouse costs. 

Mr. Tuomas. You set them out by numbers and locations? 

Mr. Turpin. That shows a cost of $2,579,000 in 1955 and the esti- 
mated figure for 1956 is $2,265,000, or a decrease of about $290,000. 

Mr. Tuomas. Now turn to your green sheet and reconcile these two 
figures, page 37, “Other contractual services.” 

Mr. Turpin. Are you looking at page 37? 

Mr. Tuomas. Yes, your green sheet. 

Mr. Turpin. And you are looking at “Other contractual services,” 
which is 

Mr. Tuomas. $3,134,600. 

Mr. Turpin. Yes. That includes not only the $2,265,000 for the 
rent and upkeep of the warehouse space but it also includes contractual 
services for hauling. In a number of locations we deliver the supplies 
to agencies by contract hauling. 

Mr. Tuomas. We will insert page 27 in the record at this point 
It shows the distribution of space in Boston, New York, Washington, 
Atlanta, Chicago, Cleveland, Kansas City, Dallas, Denver, San 
Francisco, Los Angeles, and Seattle, 12 locations. 

Mr. Puriuips. Do you want just the table or the explanation? 

Mr. Tuomas. We will put pages 26 and 27 in the record. 

(The pages referred to are as follows:) 


Expenses, general supply fund—38. Space and related costs 


Average employment 
Amount | 
| Department | Field 








| 
1956 in H. R. 5240 $2, 100, 000 | None None | 
1956 revised : 2, 265, 000 | None None | 
| | 
I 9. oi wiscag cineca +165, 000 | None | None 





HIGHLIGHT 


Space for occupancy of stores depots is provided. 

Revised space requirements for 1956 reflect effect of two opposing forces (I) 
increased volume of business requiring larger inventories and (2) improved stoc 
turn in line with simplified supply plan which will reduce operating inventory 
levels. 

Key to revised overall space requirement lies in annual stock turn which has 
been increased from 3 times as reflected in the budget estimate to 3.5 time 
This has effect of reducing inventories for a given sales level by about 14 percent. 
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Application of improved stock turn to total expanded sales program discussed 
under “1. Stores operations” develops revised inventory requirement of $23.5 
million as compared to $21.3 million in budget estimate for smaller program. 
Housing of additional inventory will require 317,800 additional square feet of 
warehouse space at cost of $165,000. 

Budget justifications for 1956 mentioned some 538,000 square feet of excess 
leased space for which no tenants had been lecated and for which no funds were 
provided in the budget. Of this some 85,000 square feet has since been sublet 
and 78,000 square feet will be utilized for the expanding program. The remain- 
ing 375,000 square feet is still in excess of estimated requirements for 1956 and 
vigorous efforts will continue to sublet or reassign. Meanwhile, no provisions 
are included in this estimate for the excess space. 

Costs are related to stores sales as follows: 


Stores sales (in millions of dollars) 


Unit cost (per $100) 


DRG GORE cicicis chengcnis daienaabiinitiaainntas 


1955 as sup- 


plemented 


$2, 579, 000 


JUSTIFICATION 


1956 in H. R. 
5240 


$2, 100, 000 


1956 
amended 


$2, 265, 000 


Change 


+$165, 000 


Space requirements as related inventory levels needed to sustain sales program, 


Pat 
1ollow: 


Sales (annual rate last quarter of y 


year in millions of dollars, ex- 


NGI IE oo ice citi cee ice wat saladewnenwS siannddedaekaten in 


Stock turn, end of year 


Inventory end of year (in mitlions of dollars) 


Inventory per square foot 
Total square feet required 


Average cost per square foot, including rental of leased space 


and utilities and custodial services for all space 


1955 as sup- 
plemented 


3, 455, 000 
1 $0. 657 


1956 in 
H. R. 5240 


$64 

3.0 

$21.3 

$6. 79 

3, 137, 200 


$0. 669 


1956 amended 


$82. 4 

3.5 

$23. 5 

$6. 80 

3, 455, 000 


$0. 656 





$2, 269, 000 


2, 579, 000 | 


$2, 100, 000 





‘Reflects part year costs for certain space adjustments made in 3d quarter. 


Distribution of 1956 space among regions, including location of 375,000 


feet excess proposed to be sublet during 1956, follows: 


New York 
Washington 
Atlanta 

Ct 


ieago.__ 

Ce veland | 

Kansas City 1 
" J 


los Angeles 1 
Seattle 
Total 





Sales, 4th 
quarter, 
annualized 


$2, 801, 000 


7, 746, 000 
15, 574, 000 
10, 959, 000 

4, 285, 000 

4, 862, 000 


4, 532, 000 | 


7, 498, 000 
7, 416, 000 
6, 098, 000 
4, 449, 000 
6, 180, 000 


82, 400, 000 | 


Inventory, 
end 1956, 
amended 


Space re- 
quirement, 
June 30, 1956 
| (square feet) 


Cost of space 





23, 500, 000 








$870, 000 


2, 120, 000 | 


4, 510, 000 
2, 885, 000 
1, 270, 000 
1, 415, 000 
1, 330, 000 
2, 065, 000 
2, 060, 000 
1, 925, 000 
1, 310, 000 
1, 740, 000 


131, 000 
360, 000 
578, 006 
364, 000 
198, 000 
257, 000 


228, 000 | 


227, 000 
267, 000 
332, 000 
240, 000 
273, 000 


3, 455, 000 





$93, 700 | 


297, 000 
560, 700 
262, 000 


182, 200 | 


59, 100 
52, 500 
183, 900 
88, 100 
224, 500 
45, 600 


215, 700 | 
2, 265, 000 | 


square 


| Available for 
| expansion, re- 
assignment 
or subleasing 
(square feet) 





‘OVernment-owned space; custodial and utility services only provided out of this appropriation. 
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EXPLANATION OF DISTRIBUTION OF SUPPLEMENTAL ESTIMATE BY OBJECTS 


All space requirements are initially provided out of buildings management fund 
subject to reimbursement, hence costs under the appropriation are reflected gg 
“Other contractual services.” 


APPLICATION OF COSTS 
All costs of this activity are applied to the stores-sales program. 


Mr. TxHomas. It shows you gave up 375,000 square feet and your 
rent bill was how much for 1955? " 

Mr. Turpin. $2,579,000. 

Mr. Tuomas. Against $2,265,000 for 1956. 

You certainly have too much space in at least 8 or 10 of your ware- 
houses I have been in and you ought to divest yourself of it as quickly 
as you can. : 

What is the average cost of that space? 

Mr. Mack. About 75 cents. 


CONSOLIDATION OF VETERANS’ ADMINISTRATION WAREHOUSES 


Mr. Krest. May I ask, has any thought been given to consolidat- 
ing the Veterans’ Administration with GSA, particularly in San 
Francisco and Chicago where there is excess space? 

Mr. Mack. We are working on that now, particularly in view of 
the recommendations of the Hoover Commission. 

Mr. Kresu. You have better purchasing power and better ship- 
ments going out of the same warehouses. 

Mr. THomas. Some time we would like to take 2 or 3 days and go 
into this subject with you carefully. The Veterans’ Administration 
are very proud of their record and claim they buy some articles cheaper 
than you do and I think it would be well worth all our time to spend 
2 or 3 days on that subject and see if we can come to some clear 
understanding. There is a latent feeling in the committee that there 
is bound to be an unnecessary duplication some place up and down 
the line, and if we could spend 2 or 3 days on it we could put our 
fingers on it. 

Mr. Krest. They go on the theory that volume produces lower 
prices. I grant that, but if you throw their volume together with 
GSA’s you have the answer to the problem. 

Mr. Mansure. We feel those prices should be made available, 
whoever gets them, to all Government agencies and not to just 1 or?2. 

Mr. THomas. That makes sense. 

Mr. Mansvre. It should be across the board, the big ones and the 

ttle ones should pay the same price. 

When we have that meeting I hope we will have a few days’ notice, 
and we would like to have Mr. Kline and Mr. Kresl here. 

Mr. Tuomas. Yes; you will have sufficient notice. 


OpreRATING Expenses, NATIONAL ARCHIVES AND ReEcorDS SERVICE 


We will insert page 44 in the record at this point. 
(The page referred to is as follows:) 
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OPERATING ExPENSES, NATIONAL ARCHIVES AND REcORDS SERVICE 
APPROPRIATION LANGUAGE 


“Operating expenses, National Archives and Records Service: For an additional 
amount for ‘Operating expenses, National Archives and Records Service’, $145,000.’’ 


GENERAL STATEMENT 


“This proposed supplemental appropriation is required to enable the General 
Services Administration to accept 600,000 cubic feet of Veterans’ Administration 
records for storage in low-cost Federal records centers, thereby releasing valuable 
oficespace and equipment for other uses.’” (House Doc. No. 171, 84th Congress). 


JUSTIFICATION 


Regional center workload.—The Veterans’ Administration has recently agreed 
to transfer its inactive records from field offices to GSA Regional Records Centers, 
Of 1.4 million cubic feet of VA holdings (exclusive of the records center at Colum- 
bus, Ohio) it is estimated that over 600,000 cubic feet will be transferred to GSA 
Records Centers during 1955-56. 

The following table shows nature of VA records involved and years during 
which transfers will take place: 


Approved Estimate 
Total VA for transfer available 
Type of record holdings FRC, for transfer 
(cubic feet) 1955, in to FRC, 1956, 
cubic feet | in cubic feet 


Policy correspondence 

Housekeeping records 

I a Sin ccs cmenckcataksnnneiiioamecuacs 
Abstract cards 

Adjusted compensation folders 

Active claims folders 

Retired claims files 

Death claims (xe) folders 

Master index cards 

. Readjustment allowance files 

Lec AIR ce oe crmigt ceclcieel 
2, Award account cards 

3, Loan guaranty folders 

. H-insurance folders 

. K-insurance folders 

N-insurance folders 

. T-insurance folders 

. V-insurance folders 

Premium record card 

. Clinical record folders 

. Treatment folders 

a a ceca a AN i al nh cca 


el el | 1, 437, 150 | 


1, 
2. 
3 
4, 
5, 
6. 
1, 
8. 


=. 
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Mr. Tuomas. This is “Operating expenses,’’ National Archives and 
Records Service: For an additional amount for operating expenses, 
National Archives and Records Service, $145,000. 

Give us a quick rundown of that. 

Mr. Baumer. Our regular budget in 1956 and all previous budgets 
have carried no monies for administering the noncurrent files of the 
Veterans’ Administration. 

Mr. Patties. What kind of files? 

Mr. Baumer. Noncurrent or inactive files. 

After we submitted our regular budget for 1956 we entered into an 
itrangement with the Veterans’ Administration and they are now using 
our records centers facilities. This had the result in this year of 
doubling our accessioning program. 
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COLUMBUS RECORDS CENTER OF THE VETERANS’ ADMINISTRATION 


Mr. Tuomas. What about Columbus? 

Mr. Baumer. Columbus has been discontinued as a Veterans’ 
Administration center and we are transferring its files to Kansas City. 
However, the estimate before you does not cover this transfer. 

Mr. Tuomas. How much space is being released at Columbus? 

Mr. Baumer. 160,000 feet. It will occupy 50,000 feet in our 
Kansas City center. 

Mr. THomas. Put in the record at this point what the Columbus 
center cost. 

Mr. Mansure. We would like to thank the committee for the help 
we had from you on this. 

Mr. Tuomas. If my memory is correct the Veterans’ Administra- 
tion records center at Columbus cost $300,000 a year. 

Mr. Baumer. My recollection is $417,000 for the personnel cost 
only. 

OTHER VA RECORDS TO BE TRANSFERRED 


Mr. THomas. What will be your increased load that you did not 
anticipate? 

Mr. Baumer. 300,000 cubic feet of records. 

Mr. Tuomas. 300,000 cubic feet of records? 

Mr. Baumer. Yes. 

Mr. Tuomas. What will that cost you in terms of this appropriation? 

Mr. Baumer. We are asking in this appropriation only for equip- 
ment, shelving, and boxes in which to house those records. 

Mr. Tuomas. You already have the personnel and you already 
have the space? 

Mr. Baumer. Yes. 

Mr. Tuomas. What will you buy with this $145,000? 

Mr. Baumer. With this $145,000 we will buy shelving sufficient 
to take care of about 200,000 cubic feet of records in addition to the 
records taken over from the VA Columbus center, and a like number 
of cardboard cartons. 

Mr. THomas. Whom will you buy them from? 

Mr. Baumer. We buy some through the Prison Industries. We 
have also bought commercially. 


ARMY SURPLUS CARDBOARD BOXES 


Mr. THomas. I saw in one of your warehouses enough cardboard 
boxes you got from the Army to last for years and years. Could you 
not use those? 

Mr. Baumer. If we have any surplus I do not know about it. It 
takes one cardboard carton for each cubic foot of records. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. The record shows that the cost of the Veterans 
Administration center in Columbus was about $200,000 for rent and 
heat, light and water was another $100,000. It all adds up to about 
half a million dollars, and you are taking over this activity, among 
other activities, at a total cost of $145,000, and that $145,000 does 
not go for salaries or rent bills but only supplies? 
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Mr. Baumer. No, sir; the cost to GSA for handling the VA records 
fom Columbus will be about $121,000 in 1956. VA will provide 
these funds by transfer to GSA. The $145,000 is for equipment to 
store other VA records. 

Mr. Tuomas. If you look about for these cardboard boxes you may 
not need that much. 

Mr. Baumer. We are informed the Army surplus boxes of which 
you speak do not fit the standard steel shelving arrangements we have 
in our records centers. 

Mr. AttpREDGE. The boxes you saw were probably those we got 
from Wilmington near Los Angeles, and they were described to us as 
being of different size than our standard. 

Mr. THomas. How many were there? 

Mr. AttprepDGE. About 300,000. They have since been given to 
Federal Supply. 

Mr. Tuomas. What will you do with them? 

Mr. AutprepGr. Federal Supply is using a great many of them to 
ship supplies out. 

Mr. Tuomas. Are they suitable for this purpose? 

Mr. AtprepGe. No, they are not suitable for storing records. 

Mr. THomas. What is the matter with them? 

Mr. AutprepGE. They are too large. 

Mr. Tuomas. They will not fit in your shelves? 

Mr. AttprepGe. No. They are an inch too high and an inch too 
long. 

Mr. Tomas. How much of this $145,000 is going for new shelving? 

Mr. Baumer. About $100,000 for shelving. 


SPACE IN RECORDS CENTERS 


Mr. Toomas. All your records centers I have been in have had 
about 25 percent too much space. 

Mr. Baumer. At the end of this fiscal year we will have a total of 
2.5 million cubic feet of records. The capacity of all our shelving in 
the centers is about 2.6 million cubic feet. 

Mr. THomas. That gives you 100,000 cubic feet excess. 

Mr. Turpin. At page 45 it says the current shelving capacity is 
2,660,000 cubie feet. The estimated records holdings as of June 30, 
1955, is 2,516,000 cubic feet, and the estimated records holdings as 
of June 30, 1956, is 2,858,200 cubic feet. 

Mr. Toomas. You have to keep ahead of the hounds a little bit. 

_ Mr. Turpin. It shows our holdings would be in excess of our shelv- 
ing capacity. That is why we are asking for supplemental funds to 
obtain additional shelving. 

Mr. Tomas. Will you put the table at the bottom of page 45 in 
the record at this point? 

(The table referred to is as follows:) 


Nationwide situation Cubic feet 

Current shelving capacity 2, 660, 000 
Estimated records holdings, June 30, 1955_______._......-_._...-- 2, 516, 000 
Estimated records holdings, June 30, 1956 2, 858, 200 
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Cost estimate.—To equip currently available space with steel shelving and card. 
board cartons to hold 200,000 cubic feet of records will require: 


(1) 3,360 units of shelving, at $30 $100, 800 
(2) Erection of shelving, at $6 per unit 20, 200 
(3) 200,000 cardbeard. cartons, at $0.12 24, 000 


145, 000 


STRATEGIC AND CritTIcAL MATERIALS 


Mr. Tuomas. Mr. Reporter, will you please insert page 49 at this 
point. 
(The statement referred to follows:) 


“STRATEGIC AND CRITICAL MATERIALS” 
APPROPRIATION LANGUAGE 


“Strategic and critical materials: The appropriation granted under this head in 
the Independent Offices Appropriation Act, 1956, shall be available for necessary 
expenses for transportation and handling, within the United States (including 
charges at United States ports), storage, security, and maintenance of strategic and 
critical materials acquired for the supplemental stockpile pursuant to section 104 (b) 
of the Agricultural Trade Development and Assistance Act of 1954 (7 U. 8. C. 
1704 (b)).” 

GENERAL STATEMENT 


“This proposed provision is necessary to clarify the availability of regular 
stockpile and appropriations for payment of expenses inci’ental to procurement 
of strategic and critical materials for a ‘supplemental United States stockpile’ 
authorized under settion 104 (b) of the Agricultural Tra’e Development and 
Assistance Act of 1954. That act provices for the procurement of stratezic ma- 
terials with foreign currencies, but it makes no provision for payment of neves- 
sary dollar expenses within the United States for transportation, handling, inland 
freight, storage, and maintenance of the materials acquired for the supplemental 
stockpile.”” (H. Doc. No. 171, 84th Cong.) 


JUSTIFICATION 


Expenses incurrei for the supplemental stockpile can, however, be relate’ to 
funds alrealy appropriate for carrying out the Stockpile Act of 1946. While 
a reasonable interpretation of the statutes leads to the conclusion that funds 
appropriate for the regular stockpile are also available for expenses in connet- 
tion with the “supplemental stockpile,”’ the lezislative history is not clear. 

The proposei change in language will clarify the availability of regular stock- 
pile appropriations for this purpose without the necessity of relying upon inter 
pretations of the statutes. 


Mr. Tuomas. What about the appropriation language: 


Strategic and critical materials: The appropriation granted under this head 
in the Independent Offices Appropriation Act, 1956, shall be available for nec 
essary expenses for transportation and handling, within the United States (i- 
cluding charges at United States ports) storage, security, and maintenance o 
strategic and critical materials acquired for the supplemental stockpile pursuant 
to section 104 (b) of the Agricultural Trade Development and Assistance Act 
of 1954. 


Why is that inserted? 

Mr. Mansure. Mr. Chairman, Mr. Elliott will explain that. 

Mr. Euurotr. Mr. Chairman, last year, July 1954, the Congres 
passed the Agricultural Credit Development Assistance Act of 1954, 
which basically contemplates the barter, sale, and placement al 
agricultural commodities 





the ( 


thes 


el to 
While 
funds 
nnec- 


stock- 
inter- 


- head 
r nec: 
og (in- 
nee of 
rsuant 
ce Act 


685 


Mr. Puruips. Outside this country? 

Mr Exuiorr. Outside this country, yes. 

Mr. Puitires. And which has been very successful. 

Mr. Exuiorr. In return for that, the United States has acquired 
certain foreign currency. 

Mr. Toomas..I remember the legislation was passed and you have 
got to make this appropriation language to take care of those imports. 
~ Mr Extiorr. Yes. 

Mr. Puiturs. That is substantially in this country. 

Mr. Tuomas. And the language has not been brought up to date. 

Mr. Exuiorr. The foreign ‘currency may be used to purchase 
strategic materials that will be used to supply the stockpile, but the 
railroads and others do not want Turkish or Belgian currency. They 
want dollars; therefore, we have to provide dollars. This we propose 
to do from our regular stockpile appropriations if you will make 
them available for that purpose by approving the proposed language. 


LIBRARIES FOR PAPERS OF EX~-PRESIDENTS 


Mr. Tuomas. Are there any further questions? 

Mr. Puiuurps. I have one question about the archives, Mr. Bahmer. 
It is not directly in line with this. It is more for information to assist 
us about another bill. It has to do with the control over libraries 
which are now considered to be the individual properties of the Presi- 
dents. Formerly, a President’s correspondence largely had to do 
with foreign matters and was thought to be personal and there was no 
great accumulation of it. But now, with the changes in the inter- 
national affairs, the library of a retiring President has become a 
matter of national historical interest. 

I know that the Archivist is interessted in that and has been for 
some time, 

I learned this morning that the Committee on Government Opera- 
tions is just about to bring out a bill that would place the authority in 
the General Services Administration and Archives to docket and handle 
these libraries, such as the Roosevelt Library at Hyde Park, the Tru- 
nan Library at Independence, and presumably the sugzested 
Eisenhower Library at Abilene, so as to keep them all in a workable 
condition. 

Now, since that bill is coming out, my question is, Is there anything 
Wwe should know about in order to write something in this bill, which 
rould still be before us by another week, to cover that particular 

dject? 

You see, Mr. Administrator, having failed in my efforts to get the 
oosevelt Library turned over to the Park Service, where I think it 
longs, I now think the best thing we can do is to operate it properly 
0 that the greatest good can be made out of the records, for the 
enefit of all of the people. 

Do you know anything about this bill? 

Mr. Mansurg. Yes. 

Mr. Puiuures. I thought if anything should go on the record, 
his would be the time to put it on. 

Mr. E.uiorr. We were aware that a bill was being considered. 

Mr. Paruuies. I was advised this morning that it is on its way out. 
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Mr. Exvtiorr. Yes; it was introduced both by Mr. Martin an 
Mr. McCormack. 

Mr. Puiuurps. And Mr. Brown. 

Mr. Baumer. We do not anticipate that the Truman Library, 
which is under construction, will be completed in time so that we 
would have to have any appropriation this year. We might have an 
item for 1957 like we now have for the Roosevelt Library at Hyde 
Park. 

Mr. Puaruurrs. Then that is the answer. We will hear from yoy 
on the money side next year. 

Mr. Baumer. Yes. 

Mr. Puriuips. And in the meantime, we may be able to get some 
action on the Park Service side. Any library where a thousand 
people a day will go in, just to look, is not really a library. 

Mr. Mansure. The control and sorting of those documents is a 
professional operation and I do not think the Park Service should do 
that. 

Mr. Puiuurps. Very well, I will yield-on that. 

Mr. Mansure. I do feel, as you have said, that it is an excellent 
thing that we are going to have some control over these. 

Mr. Tuomas. It is very necessary. I do not think we realize the 
extent to which public documents have been <igeouniabatitan 

Mr. Baumer. That is correct. 

Mr. Tuomas. Because of the historic custom, they have been con- 
sidered personal, but they have immense historic value and they have 
now become the personal property of the President, and actually 
they are not; they are historic records that are a part ‘of our historic 
background, but they are actually necessary in the policy determina- 
tion for the future; and I think they should be handled like that: 
and I think they should be handled in a way that they can be made 
available. 

Mr. Mansure. It is much easier to handle them during the early 
years before they become the property of the heirs. 

Mr. Puruurs. That is where the trouble comes from. And it 
started with George Washington, by the way, which is as far back as 
I can go. 

Mr. Mansure. Mr. Chairman, I wonder if we could submit the 
information that you requested us to bring back after lunch? 

Mr. Tuomas. We would like for you to come back Monday morning 
at 10 o’clock, just the representatives of the Public Buildings. We 
will discuss with you in more detail the particulars of the 11 lease- 
purchase projects that have been approved. It will not be necessary 
for representatives of Supply and everybody else to come up. 

Mr. Mansure. We will be here. In the meanwhile, I want t 
express our appreciation of the interest the committee has sel 
in these items. 


Monpay, JUNE 27, 1959. 


LEASE-PuURCHASE PROGRAM FOR ACQUISITION OF PuBLIC BUILDING 


i 

Mr. Tuomas. The committee will please come to order. Thi 
committee will resume its hearings on the lease-purchase portion 0! 
the supplemental request. At our prior meeting, the subject W2 
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gone into in some detail, but it is considered desirable to give the 
matter further consideration, particularly that part dealing with the 
appropriation language which in truth and in fact is a limitation on the 
amount that can be obligated in the fiscal year 1956 under the lease- 
purchase part of the General Services Administration supplemental 
budget for 1956. 


TAX PAYMENTS 


Mr. Mansure, what about the subject of taxes? The act is very 
specific, the Lease-Purchase Act, in dealing with paying for rent and 
interest; but what about the question of taxes? I note the act uses 
this language. ‘This is section 411 (a): 

Every purchase contract entered into pursuant to this title shall provide for 
equal annual payments for the amortization of principal with interest thereon. 
The act is silent as to taxes there. 

Another pertinent part of section 411 (a) reads as follows: 

Entering into purchase contracts, the terms of which shall not be less than 10 
nor more than 25 years and which shall provide in each case that title to the 
property shall vest in the United States at or before the expiration of the contract 
term and upon fulfillment of the terms and conditions stipulated in each of such 
purchase contracts. 

It is quite obvious who would pay the taxes. If the Government 
exercised its option immediately upon signing of the contract, the 
Government would not be subject to taxes because it would be 
Government property. 

Mr. Mansurg. That’s right, but the act prescribes terms of not 
less than 10 years. 

Mr. THomas. Here is a 25-year contract. Suppose the Govern- 
ment exercised its option on the 24th year. Now, what about the 
taxes in the intervening 24 years? 

Mr. Mansure. It remains on the local tax roll, but I would like 
Mr. Elliott to answer how we cover this in our agreement, how we 
make the allowance for the taxes, because we have to pay them. 

Mr. Exuiorr. I think some confusion has arisen with regard to 
that language in limitation in 411 (a). Since the hearing the other 
lay, Mr. Macomber, who is associate general counsel, has read rather 
exhaustively into the legislative history and I would like him to explain 
how that operates on that basis. 

Mr. Macomserr. It is our view, as Mr. Elliott has said, that during 
the time the title remains in the contractor, the taxes will be payable. 
The Government, in addition to the annual payments for principal 
ind interest will make annual payments to cover the taxes. 

It is our view after further research, however, that so far as the 
imitation is concerned, the amount that is subject to the limitation 
is the annual payment on principal and interest. That is, the equal 
imual payment provided for in that section which the chairman read. 

Mr. THomas. You mean you are going to leave the tax collector 
of X county holding the bag for 24 years, then? Who is going to 
pay the taxes in the meantime? 

Mr. Macomper. The purchase contractor is going to pay the 
taxes. The Government is going to make annual payment 

Mr. Tuomas. The construction of the GSA under the act then calls 
lor annual payments of principal and interest and taxes? 

Mr. Macomser. That’s right. 


63859—55 44 
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Mr. Tuomas. Regardless whether you exercise your option or not, 

Mr. Macomsenr. If we exercise the option and take title, then the 
taxes are no longer payable. 

Mr. Tuomas. All right. Suppose now you don’t exercise your 
option until the 24th year. Who is going to pay the taxes during 
the years, the 24 years? 

Mr. Macomser. During the 24 years, sir, it is our understanding 
that the purchase-contractor will pay the taxes and the Government 
will reimburse them annually, in addition to the payments on prin- 
cipal and interest. 

Mr. Mepuey. The reimbursement of taxes would come out of rent 
appropriation. 

Mr. Tuomas. It would not be covered in the limitation language 
— would come out of your rent money which is another part of the 

ill. 

Mr. MEDLEY. Yes, sir. 

Mr. Exuiorr. Originally, as the bill passed the Senate, the limi- 
tation in 411 (a) applied to total payments; but then when it came 
out of conference, they amended that with the intention of pro- 
viding for the limitation to apply only to principal and _ interest 
because that was an even amount that could be predetermined. 
We could not precisely predetermine the amount of taxes in future 
years. 

Mr. Tuomas. Sure you could. How much is this going to increase 
your limitation? How much will your tax item increase your limi- 
tation? 

Mr. Turpin. Mr. Chairman, we have an estimate of what the 
taxes would come to on those 11 projects that have been approved 
by the Bureau of the Budget and both Public Works Committees. 
The estimated annual taxes for those 11 projects is $346,111. That 
would be annual payments, but would not increase the limitation. 

Mr. Tuomas. Again we get into poor bookkeeping. This item 
gets out of hand. Certainly the legislative committee must have 
intended that this limitation include all items incident to the contract 
but we are certainly getting around the limitation here very neatly. 
yenerally speaking, what part of your rent and your interest, to use 
round figures—suppose you use the figure ‘1,000.’ Are you going to 
have to maintain this building during this time, too? 

Mr. Mansvre. That’s right. 

Mr. Tuomas. Suppose the taxes, the maintenance, your interest, 
and your payments amount to $1,000. What part of that $1,000 is 
going to taxes? What part of it is going to maintenance and operations 
and what part will go to amortization and what part to interest? 

Mr. Mansure. I want to bring out one point before we answer the 
question, that whatever we say is pure supposition because no one 
knows what the taxes of municipalities are going to be 6 or 7 yeals 
from now; they vary so much. 

Mr. THomas. You have a yardstick to go on as to what they 
are today. 

Mr. Mansvre. All we know for sure is the tax rate is for the curren! 
year. We are definite on that. We estimate those are going to be 
the taxes for the next couple of years. Where I live, my taxes have 
tripled in the last 10 years. 
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Mr. Poorman. May I comment on the chairman’s request? We 
made an amortization table, sir, to arrive at certain general assump- 
tions on the program and to indicate the range. We have this for 
various costs. We have assumed taxes of $3 per $100 would cost us 
40 eents a year for space costing $20 per square foot. and 10 cents for 
the maintenance. If we had 3 percent interest amortized over 10 
years, that is $2.34 a year. Over 25 years, it is $1.15. Four percent 
interest amortized over 10 years is $2.46. Over 25 years, it is $1.28, 
30 that the total for the initial 25-year period at 3 percent interest 
would be $1.85 a square foot per year. At 4 percent interest it would 
be $1.98. That will give the comparative spread based onsome 
assumptions that were made purely for purposes of determining what 
it would cost us per square foot to amortize this over a 25-year period. 

Mr. Tuomas. All right; on this limitation, this total limitation here, 
whether it is $5 or $15 million for fiscal 1956, what part of that money 
will be used, if any, for maintenance and taxes? It will be over and 
above the limitation, whatever it is. 

Mr. Poorman. That is the interpretation that our attorneys put 
on it. 

Mr. Tuomas. The way you are construing this interpretation, that 
taxes and maintenance is not a part of the limitation 

Mr. Poorman. That is the interpretation that has been placed on it. 

Mr. Tuomas. All right; now, for rough or round figure purposes, 
suppose your limitation is $12 million for 1956, what amount of 
money over and above $12 million set out in the limitation will be 
necessary for taxes and maintenance and operation? 

Mr. Paiturps. What was the percentage you gave us before, at $3? 

Mr. Poorman. If we amortized over a 25-year period, assuming 4 
percent interest, it was $1.98 a square foot of which 70 cents repre- 
sented taxes and maintenance. 

Mr. THomas. Sixty cents taxes and 10 cents maintenance. Does 
that include operations, too? 

Mr. Poorman. It doesn’t represent. custodial services. It does 
represent the routine maintenance of the building, to maintain the 
shape it was in originally or substantially so; custodial services would 
be in addition to that. But that transpires on any space we have 
anyway. I might say that 

Mr. Tuomas. Your maintenance more than likely does, too. Or 
do you put that on the landlord? 

Mr. Poorman. It depends upon the age of the building. We said 
for the first 25 years it would not average more than 10 cents a square 
foot; thereafter, about 20 cents a square foot, so that in some degree 
it depends upon the age of the building. In other words, you mechan- 
ical equipment at the end of around 20 or 25 years is going to have 
something done to it. At the initial stages, no. 

Mr. Tuomas. It all boils itself down to just 
_ Mr. Poorman. It could run to 35 percent on the assumptions I 
just gave you, sir; 60 cents taxes and 10 cents maintenance. In 
other words, your 

Mr. Tuomas. It could be increased by 35 percent, then? 
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Mr. Poorman. 35 percent of the $1.98 per square foot cited in the 
previous ilustration would take care of those two items, assuming 
interest ran at 4 percent. 

Mr. THomas. That is exclusive of operation. 

Mr. Poorman. Of custodial services; yes, sir. 

Mr. Puriturps. A minimum of 25 percent for taxes alone. 

Mr. Poorman. These rates may seem high. We used these to 
set up, shall we say, ceilings within which we would operate. 

Mr. Tuomas. So your limitation really does not cover by 35 percent 
the actual amount of money that would be spent. 

Mr. Poorman. I think that Mr. Phillips’ 25 percent is nearer right. 
We have instances where we know that new buildings are running 
around 20 cents a square foot for taxes. I have given you 60 which 
is very high. 

ADVANTAGES OF LEASE PURCHASE PROGRAM 


Mr. Tuomas. Mr. Mansure, wherein does the Government get an 
advantage in this proposition, under this act, then, regardless of 
where you are? You are going to have to pay your own operating 
cost, and the probabilities are you are going to pay your own main- 
tenance costs. That is arguable. That depends upon the terms of 
each specific contract you are in. Where is the advantage to the 
Government under this deal? 

Mr. Mansureg. The advantage to the Government is that, first, 
after amortization is completed, the Government owns the building; 
secondly, it answers the problem of getting buildings without having 
to get the direct appropriation from the Congress. We would use 
private funds for the construction of the building. 

Mr. Tuomas. That is no crime, is it, to let the Congress approve it? 

Mr. Mansure. Except it has been very difficult to get building 
funds under overall budgetary limitation prevailing since the beginning 
of World War Il. What happens is that we go before the Bureau of 
the Budget or Congress to get an appropriation for a building which is 
needed. We won’t get it this year and we won't get it next year and 
the year after we might get it or might not. In the meantime we are 
paying rent. That would be 3 years of your rent payment which 
could be applied to the payment of the building plus the time during 
construction. For that, we are paying, there is no doubt about it, 
a premium to get the building on that basis. One thing is interest 
on your money and taxes to the community. It is a question of 
whether that premium is more valuable or less valuable than to go 
ahead paying rent where you are out of pocket entirely for the building. 
That is about as simple an explanation as I can see for it. 

Mr. Tuomas. That hits it right on the head. 

Mr. Poorman. May I add one more point to that? Taking the 
same set of figures I gave you a moment ago, extending that to 5! 
years, it will have cost us an average of $1 09 a square foot over the 
50-year period which is less than we can rent any kind of space for, 
much less satisfactory space. 

Mr. Tuomas. Are you charging interest and taxes in your figure 
over a period of 50 years? 

Mr. Poorman. We have taken care of that; we have amortized that 
through the initial 25 years. That is the reason for the $1.98. So 
that the second 25 years our costs are the upkeep of the building which 
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increases from 10 to 20 cents. Averaged over 50 years, then, we have 
had space at a cost of $1.09 cents a square foot. 


COST OF MAINTENANCE OF BUILDINGS 


Mr. Toomas. You will be lucky to manage the upkeep of a building 
past 30 years of age in good operating shape on 20 cents a square foot, 
won’t you? 

Mr. Poorman. Our people have based the estimate on prior ex- 
perience. Incidentally, we have 10 million square feet of space in 
buildings over 50 years old. 

mr p : . “19 

Mr. Tuomas. What is your maintenance cost on it? Or what 
would it be if you had the necessary funds to put it in shape? 

Mr. Poorman. Our people estimated that the 20 cents would do it, 
sir, each year. 

Mr. TuHomas. If you did it on an annual basis, 20 cents would do it? 

Mr. Poorman. Instead of leaving a backlog. 

Mr. THomas. Now it would be a dollar or a dollar and a quarter. 


STATUS OF APPROVALS OF PROJECTS 


What about these 11 projects that the committee has already 
approved and what about these other 28 or 29 they have not approved? 
What word do you have that the legislative committee is going to 
approve these other projects? 

Mr. PoorMAN. Sir, the committees have been very responsive. 
Eleven prospectuses have been approved and one recently approved 
by Budget Bureau is pending before the committees. In addition, 
aght are being considered by the Bureau of the Budget. 

Mr. THomas. What is that, 47 projects altogether and 11 approved? 

Mr. Poorman. Total, 42; 11 approved, 1 additional now before the 
Public Works committees, 8 pending in Budget Bureau, and 22 in 
various stages of development. 

Mr. Tuomas. I see. 

That is 31 that the committee has not approved. How many 
has the Bureau of the Budget approved? 

Mr. Poorman. Twelve in all, with a value of approximately $40 
million. 

Mr. Tuomas. Mr. Reporter, I think at this point in the record 
you ought to put in the tabular sheet of projects already approved by 
the Public Works committees, a total of $27,870,228. 

(The tabular sheet referred to is as follows:) 
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GENERAL SERVICES ADMINISTRATION 


PROJECTS UNDER LEASE PURCHASE PROGRAM 


Projects approved by Bureau of Budget and congressional public works committees 


i 
Limit of 
| cost (ex. 

State and city Purpose cluding 
interest 
and taxes) 


Illinois: Rock Island 

Iowa: Council Bluffs_-.----- 
Kansas: Kansas City 
Louisiana: Lake Charles do 

Minnesota: St. Paul__-_--- Siiinbndtag Post office and customhouse 

New Mexico: Albuquerque Federal office building-_-.......-.- 
New York: Jamestown Post office and courthouse 
Tennessee: Kingsport Post office, etc ’ 
Virginia: Abingdon Post office and courthouse............- 543, 210 
West Virginia: Huntington Federal office building B 3, 208, 280 
Wisconsin: Green Bay ONE Ns WI akin te ddednddbea I 1, 615,000 





Approved (11 projects) -......- 27, 870, 228 





Mr. Puriurps. That 21 is to be added to the 27? 

Mr. Tuomas. Yes. 

Mr. Poorman. One additional project for $12 million has recently 
been approved by the Bureau of the Budget but not yet by the 2 com- 
mittees. We dlls it will be approved rather cedaladn 

Mr. Puiturres. That would be added to the $27.8 million? 

Mr. Poorman. That is correct, sir. 

Mr. Tuomas. The overall, the other 31, including 22 projects not 
yet submitted and 9 pending, would be an additional cost of $221,- 
794,423; bringing the grand total of the 42 projects to $249,664,651. 

Mr. Poorman. Mr. Chairman, may I offer you this tabulation to 
show you the exact status of where we stand as of the moment with 
reference to the Bureau of the Budget? 

As I told you the other day, Mr. Chairman, the Bureau of the 
Budget is cooperating and appears to be very anxious to use this.means 
of getting some urgently needed facilities. 

Mr. Tuomas. Give us a little brief history of this project at Rock 
Island, Ill., that costs $2 million. That is exclusive of interest, taxes, 
maintenance, and operation. Regardless of where you are, you are 
going to have to pay your operation cost. 

Mr. Poorman. The prospectus showed the estimated cost of main- 
tenance and operation but, inasmuch as that is an annual cost, it 
does not appear in the $2 million. The Rock Island 


ANALYSIS OF COST OF PROJECTS 


Mr. Tuomas. May I suggest that you revise this list and put 
another column out there, 2 more columns, and set out an approxi- 
mate figure on the taxes, another column setting out the approximate 
figure on the maintenance, not operation; and of course another one 
setting out your interest through 3 more columns. The interest 
column will be definite; the other 2 will be some approximation; but 
the information there on those 2 columns ought to be reasonably 
accurate. 
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Mr. Puiuurrs. May I interrupt you there? I don’t think the 
figures on the typed sheet are quite the same in some instances as the 
figures on the mimeographed sheet and perhaps the figures for the 
record should be corrected to show so we don’t have different figures 
for the same item. For example, Atlanta, Ga.; it is given on here as 
12.3 and here it is 11.8. Evidently you have had a better bid on it 

Mr. Poorman. Sir, the sheet I last gave you was a worksheet we 
were using merely to show you the approximate status. It wasn't 
thought that it would be part of the record. The mimeographed 
sheet reflects exact figures. 

Mr. Puiuurres. I thought that the chairman put it in the record. 


COST OF TAXES AND MAINTENANCE NOT INCLUDED IN LIMITATION 
Mr. Tuomas. It should be clearly stated in the record that this 
grand figure for 42 projects of $249,664,651 in all probability will be 


increased from 25 to 35 percent by virtue of interest, and taxes and 
maintenance. 


APPROVALS NECESSARY FOR EACH PROJECT 


Mr. Puiuurps. I don’t quite understand where in the process they 
go to the Bureau of the Budget. Do they go to the Bureau of the 
Budget before the legislative committee has approved them or after- 
ward? 

Mr. Poorman. The law requires that they be submitted to the Bu- 
reau of the Budget and then to the Public Works Committees together 


with a statement in writing 

Mr. Tuomas. Let me read section 411 (e) (8) in the record: 

a statement in writing by the Director of the Bureau of the Budget that the project 
is necessary and in conformity with the policy of the President. 

No appropriations shall be made for purchase contract projecjs which have not 
been approved by resolutions adopted by the Committees on Publie Works of 
the Senate and House of Representatives, respectively, within 3 years after the 
date of enactment of this act. 

In other words, there is a 3-year period of limitation on your entire 
program. 

Mr. Poorman. Mr. Chairman, may I mention that the first sen- 
tence of (e) is a subsequent act by the Bureau of the Budget and 
follows after the plans have been consummated and we are prepared 
to enter into contracts. 


DESCRIPTION OF ROCK ISLAND PROJECT 


Mr. Tuomas. Give us a little rundown, quick, not dollarwise 
because the table is going to show that, but in other words what 
the purpose for this building at Rock Island and the rest of the projects 
which have been approved by the legislative committees? What 
purposes will they be put to and what properties are they superseding 
and what are those properties now costing the Government? Start 
with the first one, Rock Island, Ill. 

Mr. Poorman. The Rock Island project is a proposed new building, 
part basement, 1 story and part 3 story. It will have a total gross 
area of 83,460 square feet with 50,848 square feet of net usable space. 
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[t will initially house the Post Office Department with approximately 
30,000 square feet, the United States courts and certain other perma- 
nent offices. There is an urgent need for the new building at Rock 
Island. Space requirements are approximately double the area 
provided in the present building which is in very poor condition. 
' Mr. Tuomas. Is the building Government-owned? 

Mr. Poorman. Yes, it was originally occupied in 1896. 


SUMMARY OF APPROVED PROJECTS 


Mr. Tuomas. Follow that pattern with the other 11 projects and 
you might do it with all of the projects, there are 42, setting out who 
owns the property that is now being occupied, if it is occupied prop- 
aty, if it is not Government-owned, what rent you are paying on it, 
if it is Government-owned, when the building was constructed, what 
your maintenance cost on it is today and what purpose the old building 
was put to and what the new one will be put to. Will you do that on 
each one of the projects? 

Mr. Poorman. We can do it on those that have had a prospectus 
developed. There may be limited information on certain of the others. 
With reference to Rock Island, the estimated cost is $2 million. 

Mr. THomas. Exclusive of taxes, interest, and maintenance? 

Mr. Poorman. That is correct, sir. 

Mr. Evins. Do you want him to supply that additional information 
for the record? 

Mr. Tuomas. For every one of them. 

(The material requested follows:) 
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COMPETITIVE BIDS FOR LEASE-PURCHASE CONTRACTS 


Mr. Evins. Is each individual lease to conform to a pattern or js 
each lease to be separately negotiated and have separate terms as to 
rent, maintenance, interest, and so forth? 

Mr. Poorman. Our present plans contemplate the use of appro. 
priated funds for acquisition of sites and the preparation of drawings, 
Upon completion of the preparation of drawings, we will invite 2 
bids, 1 for the physical construction of the building; and the other 
for the financing of the facilities. The bids will be received at 
approximately the same time. Where an individual is desirous of 
being considered only in the event that he can build and finance, he 
may qualify both of his bids so stating. If he is lower than any other 
combination of a low-construction cost, plus a low interest rate, he 
would be awarded the contract; otherwise it will go to the low lump- 
sum bidder for the physical facility as one contract and the low interest 
rate for the money, for the second contract. In each instance they 
will be advertised. The buildings will be advertised with all of the 
checks and counterchecks that exist in our laws for the use of appro- 
priated funds. 

Mr. Evins. I understand that, but when you get around that, 
when you get around to negotiating the lease you are going to follow 
a general pattern, uniformly, not one thing in one area and another 
somewhere else. 

Mr. Poorman. There will be physical construction and finance 
contracts. 

Mr. Evins. They are to be uniform so far as interest policy is con- 
cerned and tax payments? 

Mr. Poorman. The interest rate will be bid on. On the taxes, they 
will be reimbursed for their actual payments. 

Mr. Evins. As the chairman has indicated? 

Mr. Poorman. That is correct. 


NEED FOR A COMPREHENSIVE PUBLIC WORKS PROGRAM 


Mr. Evins. Mr. Mansure outlined earlier the difficulties which you 
state that you have in obtaining appropriations from the Congress. 
It has been my observation that the Members of Congress are only too 
willing to provide appropriations for projects within their individual 
districts once you come here and request them. It seems to me that 
you are devising a plan whereby you can obviate the necessity 0! 
requesting Congress for funds. On projects of this nature, they have 
been imploring and pleading with the administration, both the present 
and the past administration, to recommend programs for building 
post-office buildings and needed Federal facilities in various parts 0! 
the country. 

Mr. Mansure. Program costs are in neighborhood of $3 billion and 
that is why the whole program is bogged down. Funds just are not 
available under annual budgetary limitations. That is why the lists 
of needed buildings which we are required to submit to Congress evel! 
2 years have caused so much trouble around the country when they 
got out. When those were totaled up they ran into very large sus 
of money. 

Mr. Evins. You do concede that the Members of Congress al 
anxious and willing to provide the appropriation for these worth 
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projects where they are needed? They have been insisting that you 
make recommendations to the Bureau of the Budget and to the 
Congress for such projects. 

\ir. Mansure. The last general building construction program 
was authorized by Congress in about 1940. Since the war our efforts 
to revive the program have been denied due to overall budgetary 
imitations. 

Mr. Evins. If you provide the leadership and the initiative and 
request, 1 think you will get appropriated funds. I just want to make 
that observation that contrary to what you said that you had difficulty. 

Mr. Mansure. We also have to conform to policies of the admin- 
istration. 


NEED FOR PUBLIC BUILDINGS IN SMALL COMMUNITIES 


Mr. Evins. That leads me to one further question that gives a wide 
amount of latitude and discretion within the administration as to 
where you shall select these projects. In the past, you have hed a 
uniform basis of one for each congressione] district or some distrubu- 
‘ion within the States. Now, looking over the States, I notice that 
most of the larger ciuies are included. You added Atlanta, wi ich is 
and fine city, and a fire town. And New York City and Oklahoma 
ity, Richmond, Louisville, New Orlears, San Frarcisco—all fine 
cies in this country. It has been my insistence in the pest that you 
lave out small towns and smaller communities and there are a great 
many of tl ose in the country who have in the past 15 years grown to be 
rther thriving large towns and there have not been any post-office 
buildings or public “puildi gs built for a period of 15 years because of 
the war emergency, shortage of materials, and other difficul ies. 
jut now that we have pressed those periods, the smaller communities 
lust get, must be given some consideration, and you must rot direct 


all of your attextion to the large, metropolitan centers which already 
have existing buildings. 


Mr. Mansure. That is a position that is very well taken and I 

rould like to just say how we do that. We do not make these de- 
isions at the beginning from Washington. This is done by our re- 
ons. Our regions are y much better qualified and far more cognizant 
f the situation within the region than we are. Our people from the 
perations standpoint are covering these communities continuously. 
‘hey go through a very thorough and constant screening operation 
efore this ever gets to Washington. 

Mr. Tuomas. Mr. Mansure, ‘if I may interrupt you, what you are 
aying is not the point. I think for the purpose of the record we 
hould point out after all that this bill is divided into two parts: One, 
here is one program for general purpose buildings of which you have 
Xclusive jurisdiction; and the other program is for postal facilities 
ver which you have no jurisdic tion but which lies exclusively in the 
ost Office Departme nt. The Post Office Department certainly ought 
0 ollow the advice of Congressman Evins there because a lot of these 
maller towns that 10 years ago or 5 and 6 years ago had maybe five 
i Six osu population are now eighteen and twenty thousand and 
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their postal facilities are absolutely worn out and out of date and arp 
far too small. But that is a separate and distinct proposition from 
building an all-purpose building in some of the larger cities where yo) 
have regional offices for 10 or 15 Government agencies that are 
domiciled i in that town. The part of the bill before us, it is my under. 
we is supposed to take care of general-purpose buildings mop, 
less exclusively, and the Post Office Department. has anothe 
eae am which takes care of the lesser communities that have am, 
postal facilities and maybe something else. I think that is what \); 
Evins was more or less pointing up. 

Mr. Evins. Mr. Chairman, that was well put. I recognize the 
jurisdiction under the act, but there is a problem that needs to be given 
some attention. 

Mr. Poorman. Mr. Congressman, I think that our subsequeni 
programs will carry a much larger percentage of those smaller facilj- 
ties. There has grown up over “the last 15 years a great urgency for 
a number of the facilities that have been included here. You mer- 
tioned Atlanta; that is a communicable disease center that the Health. 
Education, and Welfare people have been attempting to get by direct 
appropriation for quite some period of time. The facilities in, the 
Washington area are also those which have had long-range plans 
I am certain that subsequent programs to the extent that the 3-year 
period or its extension will show—— 

Mr. Puiuurps. That is especially true of the West where the popu- 
lation has poured in to the point where our little post office buildings 
are just out of date. 

Mr. Evins. You listen more to your regional representatives on 
these recommendations than you do to Members of Congress who 
represent the district in those situations. 

Mr. Poorman. We transmit all of the information we get from you 
gentlemen to the field. This is a new program. Of course, with 42 
projects, we are not touching very much of the need. 

Mr. Tuomas. Certainly, you have not touched the needs of the 
smaller cities from 5,000 to 15,000 or 20,000 in postal facilities. We 
have not built any post offices in 15 years. Let me clear up one 
point in the record and then I am through. 


AMOUNT OF AUTHORIZATION REQUIRED FOR APPROVED PROJECTS 


On your limitation language here, what part of this $5 million in 
the way of limitation for ‘1955 has been consumed? It is my under- 
standing that up to date not a penny of the $5 million has beet 
obligated, is that correct? 

Mr. Meptey. That is right, sir. 

Mr. Tuomas. What amount of money in the way of limitation 
would be necessary to take care of the 11 projects that have been 
approved? 

Mr. Turprn. The estimated annual amount for principal and 
interest on those 11 projects would run about $1,610,000. 

Mr. Tuomas. $1,600,000 or $1,700,000. 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. The limitation in the estimate is $15 million. 

Mr. Turpin. The limitation included in the request, yes, sir; § 
$10 million in addition to the $5 from 1955. 
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Mr. Tuomas. Round figures, it is $15 million. 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. As a practical matter, these 22 or 23 projects, what 
is the number that has not been approved by the committee. Is it 31? 
Mr. PoorMAN. Yes, sir; 31. 


TIME PHASES OF THE PROGRAM 


Mr. Toomas. What amount of time will be required for: (1) the 
Bureau of the Budget to make its approval; (2) the legislative com- 
mittee to make its approval; (3) for the contract to be executed and 
siened; and (4) for the contractor to construct the building? My 
cuess is it will be a period of 2 years before you will need any limita- 
tion language on your 31 projects. How far have I missed it? 

Mr. PoorMan. Sir, may I answer that? Insofar as the actual 
payment of moneys is concerned toward amortization, your 2 years is 
a good estimate. However, insofar as obligating a program in 
terms of acquiring sites or executing architectural contracts—— 

Mr. Toomas. That has nothing to do with this language now. 
That is another part of your bill. 

Mr. Poorman. Yes, sir. 

\Mr. Tuomas. What do you mean, ‘Yes, sir’’? 

Mr. Poorman. You are correct. As we told the Chairman the 
other day = 

Mr. Tuomas. Confine your language to this particular segment. 
Don’t confuse it with the other. 

Mr. Poorman. We would like some evidence of the willingness of 
this committee to have us initiate a program of approximately this 
magnitude. 

Mr. Tuomas. All right. But still you won’t need your limitation 
language under 2 years, will you? 


TIME LAPSE AFTER PROJECT APPROVALS BEFORE AUTHORIZATION TO 
EXECUTE A CONTRACT IS REQUIRED 


Mr. Mrepuiry. We will have to have the limitation language, Mr. 
Chairman, before we can execute a contract. Later we will have to 
come up and get cash to make the payments under those contracts. 
But we have to have the limitation language before we can enter into 
the contract. 

Mr. THomas. How long will it be before you absolutely need the 
limitation language? What steps do you have to go through first 
before you can actually enter into a contract and how long will it take 
you to go through those steps? You have three steps to go through: 
One, the Bureau of the Budget; two, the legislative committees; 
three, the period of time required to prepare to execute the contract. 

Mr. Mrptey. Select the site and draw the plans. 

Mr. Tuomas. What period of time is that? Again that is a 
minimum of 18 months, is it net? 

Mr. Meptry. No, I would say it was about 14 months or 15. 

Mr. Poorman. Let me answer that, Max. We are saying, sir 
that we anticipate having on Congress’ desk—— 

Mr. Toomas. Give us months or years; that is what we are inter- 
ested in. Mr. Medley says 14 months. What do you say? 


’ 





706 


Mr. Poorman. At the time Congress reconvenes in January, We 
hope to have the residual prospectuses for the $250 million program in 
the hands of the Public Works Committees. Assuming prompt ac tion, 
and those committees have given prompt action, we should be in q 
position of selecting sites and initiating architect- -engineer contracts 
some time around February or March. | 

Mr. Tuomas. Initiating them. It is one thing to initiate it and 
wrap it up is something else. How many months or years will it 
take you to do all that before you need this limitation language? 

Mr. Mepury. Mr. Chairman, in our regular submission last 
January —— 

Mr. Tuomas. Are you going to stay with your 14 months or do you 
want to raise it or lower it? 

Mr. Meptey. Yes, sir; we submitted a chart of the time cyel 
in our regular justification which indicated that we would spend an 
average of 3 months on the steps prior to approval; that would } 
developing the prospect uses and—— 

Mr. THomas. Sites? 

Mr. Mepuey. And ge tting the approval of the Bureau of the Budget 
and the commitiees. 7 Then there would be about 10 months for sit 
selection, acquisition, survey and design of a building—— 

Mr. Tuomas. That is 13 months. 

Mr. Mrepuiey. Two months for bid review ard contract award. 

Mr. Tuomas. Can you do it in 2 months? That is the biggest part 
of it. You allow 13 months for the small part and 2 or 3 months to the 
big part. 


1 


Mr. Poorman. In other words, Mr. Medley has said that at the 


end of 15 months—— 

Mr. Tuomas. All right. Is that a pretty good guess? 

Mr. Poorman. Yes. By then we would have a construction 
contract. 

Mr. Tuomas. That is before you need your limitation language? 

Mr. Men ey. I don’t think, Mr. Chairman, that we should, or that 
the committee or the Congress would want us to acquire the site or go 
into the drawing of the plans unless we had a limitation language an( 
knew that we are going to go ahead with the project. 

Mr. Mansurn. | doubt if we could acquire the site, frankly; 
we would even go on ahead with the negotiation of it. 

Mr. Tuomas. You have got separate appropriating language for 
site and drawing of plans here. I am confining this purely to your 
limitation on your construction which is separ ate and distinct from 
the other. 

SELECTION OF SITES 

Mr. Puruures. Is the Chairman right in saying that the selection of 
the post-office sites comes from the “Post Office Department and th 
other sites through the GSA? 

Mr. Mansure. Unless it is a multipurpose building. J 

Mr. Puaruurrs. That is what I was going to ask. What happens! 
it is a miltipurpose building? 

Mr. Mansure. Then GSA comes into the picture on the sil 
location. 

Mr. Pues. I think the rest of my questions are probably 
answered in this rather thick statement of submission you mat! 
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here, but let me take the two in Tennessee, if you will, because Mr. 
Evins is here. In Carthage you are going to put up a building. You 
have the site and are going to erect a new. building, -post office, and 
other purposes. Now, what happens to the building that is on the 
land beeause up here, at Council Bluffs, you show a new building and 
the demolition of the old building. I mean to say, what is the 
distinction? In Carthage you are not going to build a building. At 
Kingsport you have an exchange of property and then a new building. 
What becomes of the old building? Does that go with the old prop- 
erty? What I am trying to find ‘out is whether we are ac quiring new 
land and building new buildings and still retaining the old building 
and the old property that we had before? 

Is that shown in this submission? 

Mr. Poorman. Yes, sir; it is shown. At Kingsport we acquired a 
new site through the exchange of property with the city of Kingsport 
without cost to the Government. We are occupying the old building 
until we have another one to move into. 

Mr. Putuuips. Take Rock Island, there is a new building. They 
certainly must have a post office in Rock Island. 

Mr. Poorman. At Rock Island the prospectus contemplates the 
erection of new Government building on Government-owned site 
acquired from the city of Rock Island in exchange for the present site 
and building. 

Mr. Mansure. I think I could say that none of these properties is 
left without either a use or an exchange of them. 

Mr. Poorman. You might say that these older buildings of ours in 
agreat many instances, of course, as we all know, are situated in a very 
tight, critical location in town. There is urgent need for that space 
to unblock the development of the community. 

Mr. Puruures. That is the question I was coming to. In a great 
nany of these places the old building was situated in a congested area 
W e might do much better by taking it a little farther out and ceiving 
parking room and the advantages of another location rather than to 

crowd a congested area with more cars. 

Mr. Poorman. Wherever we can, we are cooperating to untangle 
the local situation. 

Mr. Tuomas. That.makes sense, too, doesn’t it? 


SITUATION AT BLUEFIELD, W. VA. 


Mr. Mansure. Could I give you a quick example because I think 
it will help you because T think Congressman Evins is a little bit 
confused in our cooperation with Members of Congress. That is 
where we start. So lets get away from generalities—I ‘have just come 
back from Bluefield, W. Va. w ith Congressman Jennings and Congress- 
man Kee. The property there is on a narrow street, like those towns 
were built years ago. The post office is right in the middle of every- 
thing i in the town. They want to enlarge | it or do something with it 
because with the growth of the population they cannot handle the 
mails there. There is no question about that. Beyond that, the 
lighting is atrocious. It is an industrial town. The walls are sort of a 
vellow-mud color. There is no light reflection at all from such walls. 
Here is what is going to be down there. Instead of building again 
in this congested area, the post office decided to move the handling 
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of mail out of this building in a sort of factory-type 1-story or 2-story 
building where the highway mail post office can come in without 
blocking up the traffic ‘of the town and where they can take the mail 
from the railroad. 

Now, the space that they will release i in the multipurpose building 
will be used to house agencies that we’re renting space for in that town, 
We will keep a mail- handling service, parcel post, money orders, and 
so forth in the former post office site which is really like a small 
postal substation. So there will be no inconvenience to the people 
of the town. But it means that we are not going to clutter up the 
town with a bigger building right in the center for the handling of 
mail which should be done elsewhere in a factory-type building. 

(Discussion off the record.) 

Mr. Poorman. Mr. Chairman, may I make one comment? 

Mr. Tuomas. Certainly. 

Mr. Poorman. When Mr. Medley outlined the time phases of the 
program a few moments ago, he mentioned the 3-month period prior 
to approval. That period has been substantially passed for the 20 
projects totaling one-hundred-and-nine-odd-million dollars approved 
or pending projects are concerned. On these projects we anticipate 
approximately 10 months before we will be in a position to actually 
advertise for the construction and financing contract. 

Mr. Tuomas. Thank you very much. 


WEDNESDAY, JUNE 29, 1955. 


Repair, IMPROVEMENT, AND EQUIPMENT OF FEDERALLY OwneD 
BuILpINGs OurTsipE THE District oF COLUMBIA 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this afternoon the General Services Administration, 
Public Building Service, and we also have with us the Administrative 
Officer of the United States courts, our friend of many years’ standing, 
Mr. Elmore Whitehurst, the Assistant Director; we have with us 
Mr. Max Medley, the Comptroller of the General Services Adminis 
tration; Mr. Cameron, Director, Budget Division; Mr. Strobel, the 
Commissioner of Public Buildings Service; Mr. Poorman, Deputy 
Commissioner; Mr. Strawser, Administrative Officer, and Mr. Poss, 
Acting Director of Design and Construction of the Public Buildings 
Service. We will insert the information contained in House Document 
No. 205 at this point. 

(The information follows: ) 


GENERAL SERVICES ADMINISTRATION 


REPAIR, IMPROVEMENT, AND EQUIPMENT OF FEDERALLY OWNED BUILDINGS Ol rsiD! 
THE DISTRICT OF COLUMBIA 


“For an additional amount for ‘Repair, improvement, and equipment °% 
federaily owned buildings outside the District of Columbia’, $1,150,000 to remain 
available until expended: Provided, That the limitation under this head in the 
Independent Offices Appropr iation Act, 1956, on the amount available for expenses 0 
travel, is increased from ‘$145,000’ to ‘$155 000’. “4 

This proposed supplemental appropriation is necessary to permit initiation 
of a program to air-condition Federal court facilities. This program has beet 
developed at the request of, and in cooperation with, a special committee repre 
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epting the Judicial Conference of Federal Judges, and is designed to facilitate 
the continuance of court sessions during the summer months by air-con¢itioning 
one courtroom and judge’s facilities in each district of the various circuits where 
air-conditioning is warranted. 

\fr. Commissioner, do you have a statement for us? 

\[r. SrropeL. Mr. Chairman, I do not have a specific statement. 
| would suggest that Mr. Whitehurst, possibly, might have a state- 
ment to make on this subject. 

Mr. Tuomas. Well, Mr. Whitehurst, it is nice to see you again. 

Mr. WHITEHURST. Thank you. 

Mr. Tuomas. Mr. Whitehurst was in the Congress with us for 
many, many years, and he did an outstanding job here, just like he 
‘s doing for the courts, and he is well and favorably known to all of us. 
We would be delighted to hear you, Mr. Whitehurst. 


GENERAL STATEMENT 


Mr. Wurrenurst. Thank you, sir. 

Our office, Mr. Chairman, is operated under the supervision and 
direction of the Judicial Conference of the United States, which is a 
statutory body, consisting of the Chief Justice of the United States 
as Chairman, and the chief judges of the 11 circuits of the United 
States. 

The Conference has been impressed for a considerable time with 
ihe growing need for air conditioning in the courtrooms, and judges’ 
chambers, in the parts of the country which require air conditioning, 
because of climatic conditions. The civil business of the courts has 
increased 67 percent since 1941, as compared with a 27-percent increase 
iu the number of judges. So, you can see that more and more it is 
becoming necessary for the courts to work during the summer, and at 
many places the judges are very anxious to hold court during the sum- 
mer months, but find it impossible to do so because of the lack of 
air conditioning. 

rie Tuomas. What about the State courts, which meet in the sum- 
mer and in the fall, in the various districts of the country? They are 
not air conditioned—their chambers and their courtrooms are not 
ar conditioned. 

Mir. Wuirenurst. We have not made a survey of the State courts, 
but | am satisfied that in new buildings, air conditioning is being 
provided, and I rather expect, that to a large extent, air conditioning 
facilities are being installed in State courts. 

Judge Parker in his committee report, made a statement to that 
fect, and so [ am sure that in his State of North Carolina, as well as 

‘number of other States, air conditioning is being put in in State 
OUrts. 


Mr. THomas. Yes; there is no doubt about it, but what there is 
VI, 

Wurrenurst. So, the Judicial Conference appointed a com- 
aid to go into the matter, and the committee was composed of the 
oe ing judges: 

hief Judge John J. Parker, of the fourth circuit, Chairman ; 
C ireuit Judge Elbert Parr Tuttle, of the fifth circuit; 
District Judge Marion 8. Boyd, of Tennessee: 
District Judge Roy W. Harper, of Missouri; and District Judge 
asper Platt, of Illinois. 
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That committee first asked the judges all over the country to indi. 
cate what they considered first in order of priority of need, and asked 
them to transmit their recommendations to the Judicial Council of 
their respective circuits. The Council in each circuit consists of thp 
circuit judges of the circuit. 

Those requests were screened by the Judicial Council. Then, th; 
Conference Committee on Air Conditioning held a meeting here jy 
Washington on May 16 and 17 and went over these requests and the 
recommendations of the Councils. The information which was jp. 
ceived from the judges was carefully considered and a report was mad 
which is not long. 


RECOMMENDATIONS OF THE JUDICIAL COMMITTEE 


I would like to read it to you, if I may have permission to do so. 

Mr. THomas. How about just inserting it into the record? It is 
favorable to the action sought here, is it not? 

Mr. Wuirenurst. Yes, sir. 

Mr. Tuomas. Will you please insert it into the record at this point’ 

Mr. Wuirenurst. Yes, sir. 

(The report referred to follows:) 


CHARLOTTE, N. C., June 16, 1956. 
To All Judges of the United States Courts of Appeals, Judges of the United State 
District Courts. 


Dear JupcE: Enclosed herewith is a copy of the report being made to the 
Judicial Conference by its Committee on Air Conditioning. The committee 
finds that available funds from the 1956 budget are so limited that only the most 
pressing needs can be met from that budget. In most districts it will be possible 
to air-condition only one courtroom; and the committee has endeavored to make 
the selection where it deems the need to be the greatest. In addition it is at this 
time possible to air-condition only the quarters of the judges. It is hoped, 
however, that provision will be made in the 1957 budget to take care of the other 
courtrooms where air conditioning is needed and the quarters of other court 
personnel. 

The committee feels that it has done the best that it could in the existing situa- 
tion and will continue to press for further air conditioning until adequate provision 
is made throughout the courts, not only for the judges and the courtrooms, but 
also for the quarters of supporting personnel. 

Sincerely yours, 
Joun J. PARKER 
(For the committee) 


To the Judicial Conference of the United States: 


Your Committee on Air Conditioning held a meeting in Washington, D. C., 0 
May 16 and 17, with representatives of the Administrative Office of the United 
States Courts, the General Services Ac dministration, and the Bureau of the Budget. 
It was the conclusion of your committee that in a large part of the country al 
conditioning of courtrooms and quarters of judges and supporting court personne 
is necessary in the interest of efficiency 

Stores, factories, churches, hotels, office buildings, and State and county court 
buildings are air conditione 1; and the p eople expect that the business of the Judicial 
Denartment of the Federal Government be conducted with dignity and with cu 
rezard for the comfort of those who are engaged in it as well as the public wi 
whom they come in contact. Lawyers, jurors, and witnesses, as well as th © judges 
and the supporting personnel of the courts, have an interest in the air conditioning 
of courtrooms and court quarters. 

In many parts of the country it is simply out of the question to conduct cour 
during the summer months unless the courtrooms and court quarters are 4! 
conditione1. This has lei in many plazes to long vavations and unneessal 
delay in disposing of judicial business. It is believed that air conditioning, © by 
enabling court to be held comfortably during the summer months, will do much 
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te long vacations and the delays resulting therefrom as well as contribute 
reater efficiency of those who are engaged in the work of the courts. 
committee recommends 
at, except in those rare portions of the country where air conditioning is 
nee’ed during the summer months, air conditioning be proviced for all court- 
ms and quarters of court rersonnel that are constructed in the future. 
2. That as randily as possible, air conditioning be proviced in existing court- 
ms and quarters occunied by court personnel. 
3. That, when court is held in a number of places in a district and it is not 
essary to hold court in all places at the same time, air conditioning be pro- 
led immediately in one of the courtrooms and for the chambers of the judge 
resident within the district, without awaiting action with respect to other court- 
ms and quarters of other personnel. 
Your committee has been advised by the General Services Administration that 
a limited amount of money will be available for air conditioning in the General 
Services Administration budget for the fiscal year which begins July 1 next and 
as been asked to designate places within which the need for temporary air 
nditioning is believed to be most urgent. Your committee has designated the 
uirtrooms and judges’ quarters in the list hereto attached and marked ‘Exhibit 
" This list represents additions to present air-conditioning equipment already 
rovided. It is thought that this is all that can be done with the funds available 
from the 1956 budget; but we have reason to believe that this much can be done 
from 1956 funds. Your committee has requested that as soon as possible all 
other places recommended by the councils of the several circuits be given the 
efit of air conditioning and that it be supplied in the offices of clerks and other 
supporting personnel as soon as possible. 
The other places at which air conditioning has been recommended by the 
circuit councils are set forth, with some modifications made by your committee, 
the list hereto attached and marked “Exhibit B.’”’ Your committee has 
strongly urged upon the representatives of the General Services Administration 
he Bureau of the Budget that moneys should be obtained from the Congress 
the budget for the fiscal year ending June 30, 1957, to accomplish all of this 
remaining urgent air conditioning. 
Your committee has sent a copy of the report to all of the judges of the country 
to the end that they may know what is being done and may understand that the 
umber of courtrooms now being air conditioned is limited by scarcity of funds, 
but that apportionment is being made so that some relief may be granted at 
once to districts where the need is greatest and with the hope that all needs may 
be met in the reasonably near future and the benefit of air conditioning be supplied 
to all other court personnel as well as to the judges. 
Evperr Parr Torrie, 
Marion 8S. Boyp, 
Roy W. Harper, 
CasPER Pharr, 
Joun J. PARKER, 
Chairman. 


Mr. Toomas. You may proceed, Mr. Whitehurst. 

Mr. Warrenvurst. The recommendations of the committee were 

ese: 

That except in those rare portions of the country where air condi- 
lioning is not needed during the summer months, air conditioning be 
provided for all courtrooms and quarters of court personnel that are 
constructed in the future. 


OVERALL PLANS TO AIR CONDITION GOVERNMENT BUILDINGS 


Mr. Toomas. May I interrupt you just a minute at that point? 
ere is no quibble on the part of the committee with your statement 
sto need. As a matter of fact, this committee, along with the 
eneral Services Administration, has explored this oeneral subject of 
ir r conditioning on one or two different occasions, and we have urged 
¢ General Services Administration to see if they cannot work out 
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some program whereby we can get started on it to some degree, tg 
say the least, in the next fiscal year. 

There are thousands of square feet of public buildings which badly 
need air conditioning in several sections of the U nited States. 

As a preliminary figure, I think Public Buildings came up with the 
fizure that it would cost in the neighborhood of, perhaps, $700 million 
and that was more than a horseback opinion. 

Mr. Wuirenurst. Yes, sir. 

Mr. Tuomas. They felt it would cost $600 million to complete this 
job, and I merely advise you to that effect, in order to let you knoy 
that we are certainly sympathetic with the needs of the courts. 

Mr. Wuitrenvurst. Thank you, sir. 

Mr. Tuomas. As well as the needs of the thousands upon thousanis 
of Federal employees, and the public generally who have business jy 
these Federal buildings. 

Mr. Waurrenurst. Yes, sir. 

All that the committee and the courts are asking to be done is that 
air conditioning be provided immediately in one courtroom in eae) 
district, and for the chambers of the judges. We realize that while it 
would be desirable to have other courtrooms air-conditioned, it i 
probably not possible to finance them at this time. 


COURT FACILITIES PROPOSED FOR AIR CONDITIONING 


Mr. Tuomas. This request calls for the air conditioning of 12! 
chambers, and 57 courtrooms. 

Mr. Wuirenurst. Yes, sir. 

Mr. Tuomas. How many more chambers and how many court- 
rooms need to be air conditioned, once you start the program? 

Mr. Wuirenurst. Well, exhibit A of Judge Parker’s report is 
what we are asking for now, and exhibit B, attached to this report, 
is what eventually » we think will be needed. 

Mr. Tuomas. I wonder if you will file that with the clerk, and insert 
it into the record at this point? 

Mr. WuiTEHURST. Yes, sir. 

(The exhibits referred to follow:) 





Exuisit A 


List of proposed projects for air conditioning of court facilities 


Location 


First circuit: None.---..-- 

ond cireuit: 

New York, N. Y...-.--.- 

Hartford, Conn-.....----.- 
Third circuit: 

New irk, N. ee. o 

nton, i 
ins , Del 
rgh, Pa 

Fourth circuit: 

Baltimore, Md.--.----- 


how 


Raleigh, N. C..--- 
Asheville, ag me 
ak Greensboro, N, C_------- 
that Charleston, 8. C....---..- 
each Columnbiay .0)- cc.ses~- 


Richmond, Va- --- 
Alexandria, Va-..--- 
Charleston, W. Va 
Roanoke, Va. -- 
Spartanburg, 8, C_- 
circuit: 
Montgomery, Ala-------- 
Pensacola, Fla....-.--..-.- 
Macon, Ga.- eae aewk 
Brunswick, Ga.-.-..--.--.-- 
Gainesville, Ga___-- ‘ 
Savannah, Ga.-.......-. ‘i 
Lake Charles, La...------ 
Shreveport, La--- 
Monroe, La-_..----- 
Oxford, Miss. -..---.- 
Jackson, Miss : 
Fort Worth, Tex- _-_- 
Corpus Christi, Tex 
Beaumont, Tex__- 
Pecos, Tex. vit 


ile it 
it 1s 


Fiftl 





Court- 
rooms 
package 
units) 


units) 





[JUDGE PARKER’S REPORT] 


|\Chambers! 
(window 


Neen 


1 pom mh el fel ed fe ede en 


Location 


Sixth circuit: 
Memphis, Tenn 
Louisville, Ky 
Covington, Ky 
Detroit, Mich 
Cleveland, Ohio 
Toledo, Ohio 
Knoxville, Tenn 
Chattanooga, Tenn 
Seventh circuit: 
Indianapolis, Ind 
Hammond, Ind 
Chicago, Il.: 
Court of appeals 
District court... 
East St. Louis, Ill 
Springfield, Il 
Danville, Il ; 
Milwaukee, Wis 


|| Eighth circuit: 


St. Louis, Mo. (Court of 
Appeals) 

Fort Smith, Ark 

Texarkana, Ark 

Des Moines, Iowa 

Sioux Citv, Iowa. 

Omaha, Nebr 

Lincoln, Nebr- ---- 

St. Paul, Minn---- 
Ninth circuit: None- 


| Tenth circuit: 


Oklahoma City, 
Sls SEL. = 004 con~ 
Muskogee, Okla---- 
Albuquerque, N. 





Court- 
rooms 
(package 
units) 


|Chambers 
| (window 
units) 


One wre ee 


Note.—Adjustment to be made to include 1 courtroomjand 1 judge’s chambers in Milwaukee. 





Location 


First circuit: 
Non 
Second circvit: 


Connecticut: New Haven 


New York: 
Albanv 
New York (Manhattan) 


Vermont: Brattleboro 
Third cirevit 
Delaware: Wilmington 
New Jersev: 
Newark 


Trenton 
Camden 
Pennsvlvania 
Erie 
Philadelphia 


Pittsburgh 
Scranton 
Lewisburg 


Harrisburg 
Williamsport 
Fourth circuit 
Maryland: Baltimore 


North Carolina: 
Charlotte 
Ralsigh 
Wilmington 


South Carolina: 
Columbia 
Charleston 
Greenville 


Virginia: 
Richmond 
Alexandria 
Roanoke 

Fifth circuit 

Alabama: 
Birmingham 
Montgcmery 


Mobile 
Florida: 
Pensacola 
Marianna 
Gainsville 
Tallahassee 
Jacksonville 
Orala 
Miami 
Tampa 
Georg i 
Atlanta 


Gainsville 
Rom 
Columbus 
Albany 
Valdosta 
Americus 
Athens 
Brunswick 
Augusta 
Savannah 
Waycross 
Dublin 
Swainsboro 
Louisiana: 
New Orleans 


Baton Rouge 
Shreveport 


t Including judges’ chambers, 
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Exuisit B 
[JUDGE PARKER’S REPORT] 


Project 


Courtroom, judges’ ct clerk’s office and other supporting 
personnel. 

Main courtroom and judges’ chambers. 

Covrtroom 2804, 2 new corrtroors and adjacent space, new grar 
j’rv rooms (5th floor). Petit jyry assembly room, calen@ar com. 
missioner’s office, referee’s quarters (1st and 2d floors) clerk’s offices 
(6th and i7th floor ind first aid station. 

Courtroom. 


Clerk and probation officers and other supporting personnel 


3 remaining courtrooms, clerk’s office, probation and referee, and 
other surporting rersonnel. 
Clerk, probation, referee, and other supporting personnel. 
Do 


2 judges’ chambers, 2 jury rooms and 2 courtrooms. 

Circuit and district court clerks, referee, probation officers, and other 
supporting personnel. 

All jury rooms, 4 remaining courtrooms, grand jury rooms. 

2 courtrooms, 2 jury rooms and 2 chambers. 

1 courtroom, judge’s chambers and clerk’s office and other supporting 
personnel. 

1 courtroom and all court quarters. 

Do. 


2 remaining courtrooms, clerk’s, probation, referee’s, commissioner’s, 
and court reporters’ offices. 


1 courtroom and all court quarters. 

Clerk’s office and other supporting personnel. 

i courtroom, judge’s chambers and clerk’s office and other supporting 
personnel. 


Quarters of supporting personnel. 
Do. 
Judge’s chambers, 1 courtroom, clerk’s and probation offices and 
other supporting personnel. 


Clerk, probation officers, referee, court reporters. 
Clerks and probation officers and other supporting personnel. 
Quarters of supporting personnel. 


Quarters of s'pporting personnel. : 
Quarters of supporting personne! of district court and court of appeals Se 
rooms 4'0 and 412. 
Quarters cf supporting personnel. 
Do. 
Courtroom 
Do 
Quarters of supporting per 
Do 
All court space. 
Clerk’s offices. 
Judge Barker’s reception room and visiting judge’s quarters 


Court reporter, clerk’s and probation offices, court of appeals quarter 
(2 rooms 
1 courtroom and clerk’s office. Kig 
Clerk’s office 
1 courtroom and judge’s quarters 
Do. 
Do. 
Do. 
Judge’s quarters 
}iearing room and quarters of supporting personnel. 
1 courtroom and quarters of supporting personne].! 
Quarters of supporting personnel. 
1 courtroom and quarters of supporting personnel. 
Do. 
| courtroom and all court quarters. 


| Judge Tuttle’s chambers, court of appeals, clerk and library, «listr 


court, supporting personnel. 
Courtroom and all court quarters. 
Quarters of supporting personnel. 


Location 


uit —Continued 
yuisiana—C. ntinued 
Lake Charles we 
Monroe - ant 
Alexandria 
Opelousas 
SSIPpPL: 
Oxford 
A perdeen 
Clarks iale 
Jackson 
Vicksourg 
Texas: 
Beaumont 
Sherman 
Texorkana 
Jefferson... 
Dallis 
Fort Worth 
Lu »bock 
Houston - 
Corpus Christi 
Bro wnsville-- 
Laredo 
ral veston 
toria.. 
'! Paso 


AUSTIN .... 
San Antonio 


l 


mtucky: 
Louis villa 
Paliucah 
Owensboro... 
Co-vineton 
Pixeville 
Catlettsburg 
Michigan: 

Detroit A . 
Grand Rapids---- 


Ohio: 
Cleveland... 
Tol do 
Dayton 

Tennessee: 

Knox ville__ 

Memphis - 

Chattanooga 

Seventh circuit: 

Illinois 
Cairo 
Danville : 
East St. Louis 
Chicago: 

Circuit... 
District 

Springfield 

Peoria 

Indiana: 
Indianapolis 
Lafayette 
Hamm nd 
South Bend 

Kighth circuit: 

Missouri: 

St. Louis: 
Cirenit 
District 

Kansas City-- 

Ark insSas: 
ort Smith _._- 
lexarkana 
Little Rock 

lowa 

Sioux City. 

Dubuque 

Des Moines 

Davenport 





Exuisit B—Continued 





Courtroom, 
Do. 
Quarters of supporting personnel. 
Courtroom and quarters of supporting personnel. 


Quarters of supporting personnel. 
Do. 
Do. 
Do. 


Courtroom and all court quarters. 


Quarters of supporting personnel. 
Do. 
Do. 
Do. 
Do. 
Do. 
1 courtroom and all court space. 
Quarters of supporting personnel. 
Do, 
Do. 
Do. 
1 courtroom and all court quarters. 
Do. 
1 courtroom and quarters of supporting personnel, 
2 courtrooms and all court quarters, 
Quarters of supporting personnel. 
Do. 


1 courtroom and supporting personnel. 
1 courtroom and all court quarters. 
Do. 
Quarters of supporting personnel. 
Courtroom and clerk’s office. 
Do. 


Remaining 4 courtrooms and quarters of supporting personnel. 
2 courtrooms, 2 judges’ chambers, and quarters of supporting per- 
sonnel. 


4 courtrooms and quarters of supporting personnel. 
Quarters of supporting personnel. 
Courtroom and all court quarters. 


Quarters of supporting personnel. 
Do 
Do. 


Clerk’s office. 
Quarters of supporting personnel. 
Do. 


Do. 

Do. 

Do. 
Clerk’s office. 


1 remaining courtroom and quarters of supporting personnel. 
Courtroom, j *dge’s chambers and supporting personnel. 
Quarters of supporting personnel. 

Courtroom, judge’s chambers and supporting personnel. 


All judges’ chambers and clerk’s office 
Quarters of supporting personne]. 
Do. 


Do. 
Do. 
1 remaining courtroom and Judge Lemley’s chambers. 


Quartcrs of s1pporting personnel. 
Courtroom, judge’s chambers and quarters of supporting personnel. 
Quarters of s'pporting personnel. 
Courtroom and judge’s chambers. 
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Exuisit B—Continued 


Location Project 





Eighth circuit—Continued 
Nebraska: 

Omaha.--_-_-_- | Quarters of supporting personnel. 
Lincoln. .-.....- ; Do. 

North Dakota: None-.-- 

South Dakota: 

Sioux Falls__. Courtroom, judge’s chambers, clerk’s office, and quarters of other 
supporting personnel. 
Huron... a | Circuit judge’s quarters. 

Ninth circuit: 

Alaska: 

Juneau__- seas | Courtroom. 
Anchorage. Commissioners’ courtroom. 

California: 
Los Angeles _- | 1 remaining courtroom, clerk’s office and other supporting personnel 
San Diego--_- 2 courtrooms. 

Hawaii: Honolulu _--_- Do. 

Montana: Great Falls- Courtroom. 

Nevada: 
Carson City ; Do. 
Las Vegas ‘ Do. 

Washington: 
Yakima.. 5 Courtroom and judges chambers. 
Spokane : Do. 

Walla Walla | Do. 

Tenth circuit: 
Colorado: Deriver---- ....| 2 courtrooms and all judges’ chambers. 
Kansas: Topeka Courtroom and judges’ chambers. 
New Mexico: Albuquerque---.-| 1 remaining courtroom. 

Oklahoma: 
Oklahoma City -- .----| 2 remaining courtrooms. 

Tulsa 1 remaining courtroom and 1 judges’ chambers. 

Utah: Salt Lake City 2 courtrooms and 2 judges’ chambers. 

Wyoming: Cheyenne-_- Courtroom and judges’ chambers. 





® NoTe.—Quarters of supporting personnel means working space of clerk, probation officer, court reporters 
referee, United States commissioner, and their staffs. This is limited to space occupied by persons having 
permanent stations or headquarters in any given locality. Quarters of supporting personnel also includes 
grand and petit jury and witness rooms. 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. At this point in the record we will insert page 6 of 
the justifications. Pages 4 and 5 duplicate exhibit A that has just 
been placed in the record. 

(The pages referred to follow:) 





Repair, improvement, and ge ome of federally owned buildings outside the District 
7 


of Columbia, 


Amounts available for obligation 


\ppropriation or estimate (obligations incurred) 


OBLIGATIONS RY ACTIVITIES 


}, Normal repairs 
2. Major replacements 
3, Major improvements 


: Air conditioning court facilities............................-]..-- 


In H. R. 5240 


$25, 000,000 | $26, 150, 000 


eneral Services Administration, 1956 


Revised 
estimate 


Difference 


$1, 150, 000 








$17, 567, 000 
3, 412, 000 


"350, 000 


$17, 567, 000 
3, 412, 000 
3, 671, 000 
1, 150, 000 

350, 000 


~+$1, 150, 000 


3,671,000 | 


;, Administrative operations 


Obligations incurred aha aed 25, 000, 000 26, 150, 000 +1, 150, 000 





OBLIGATIONS RY ORJECTS 
ynnel 
otal number of permanent positions ai 106 
{verage number of all employees. ____..____- Sides ake 104 
Number of employees at end of year_...........---.-.---.-.- 103 


(1 Personal services: 
Permanent positions. - --- ‘ a $406, 200 
Regular pay in excess of 52-week base. -.......----.--- 1, 600 

Total personal services Se ate aad 407, 800 | 

We tenia 145, 000 | 

piokeuce 40,000 | 40, 000 

4 Communication services..................--- ine “ 50, 000 51, 000 

Rents and utility services bedecdus j 5, 000 5, 000 
Printing and reproduction. ---- : 100, 000 | 104, 009 

7 Other contractual services. _........-- ; 20, 602, 200 21, 737, 209 

is Supplies and materials 2, 000, 000 2,000, 000 |. 

) Equipment-_-.-__- 50, 000 | 50, 000 

10 LS RI i soa iced do ob chaweb detec ans h aces 1, 500, 000 1, 500, 000 

3 Refunds, awards, and indemnities___..............-- 100, 000 | 100, 000 


25, 000, 000 | 


407, 800 
155, 000 +$10, 000 
~ +1, 000 


+4, 000 
+1, 135, 000 


. Obligations incurred 
orters - 


AVERAGE SALARIES AND CRADES 


26, 150, 000 +1, 150, 000 





General schedule grades: 1954 1956 
A VORONID MIR eo cn ava ban $5, 277 $3, 929 
A VONUNG DINE bad nie etsa'cccacciniens GS-7.6 | GS-4.8 





COURT FACILITIES PROPOSED FOR AIR CONDITIONING 


Mr. Tuomas. How many square feet and how many chambers and 
how many courtrooms in exhibit B will follow, if this program is 
undertaken? 

Do you know? Does it show here? It is not tabulated? 

Mr. Wurrrnurst. It does not show the square feet there by circuits. 

Mr. Tuomas. Does it show the number of courtrooms as well as the 
number of chambers? 

Mr. Wurrenurst. Yes, sir; by circuits and districts. 

Mr. Tuomas. I understand that. 

Mr. Wurrenurst. I have not added it up, and in some places it 
refers to ‘Quarters of supporting personnel,” and I do not have the 
igures on that. 

Mr. Tomas. In dollars and cents, what will it cost to carry out the 
recommendations listed in exhibit B? It would not be right to start 
off on the part here before us, calling for $1,150,000, without doing 
the other; would it? 

Mr. Wurrenvrst. I think it would, sir. 

Mr. Tuomas. How much would that cost? 

Mr. Wurrenurst. Well, I dislike to undertake to make an estimate 
on that. Could you answer that question, Mr. Strobel? 

Mr. Srropen. Mr. Chairman, I think that the courtrooms and 
lacilities mentioned there in exhibit B would be taken care of not as a 





separate operation, but those localities—that is my understanding 
could wait until they could be part of an overall air-conditionin> 
program which would take care of entire buildings, and not just parts 
of the buildings. 

Mr. Wuitenvrst. That is correct. 

Mr. Tuomas. We have had pages 4 and 5 of. the justifications 
inserted into the record immediately ahead of exhibit B, and that 
will give the entire picture. 

Mr. Meptey. I think part of the answer to the question, Mr 
Chairman, is that when this committee to which Mr. Whitehurst has 
referred was here in Washington during the middle of May, they 
originally started talking about $6 million. 

Mr. Wuirenurst. Yes. 

Mr. Mepuey. It has been whittled down. 

Mr. Yates. You mean it has been reduced to this figure of 
$1,150,000? 

Mr. Merop.ry. Yes, sir; to provide for the minimum program 
recommended by the judges. 


APPROPRIATION REQUEST 


Mr. Tuomas. At this point in the record we will insert page 1 of 
the justifications, which shows that this appropriation request of 
$1,150,000 will air-condition 57 courtrooms of an average of 2,200 
square feet at $4.75 per square foot, and 121 judges’ suites, averaging 
1,200 square feet, at a cost of $3 per square foot; installation con- 
tingencies, 125,400 square feet, at a cost of 40 cents per square foot; 


and design, engineering, and so forth, 125,400 square feet at a cost of 
60 cents per square foot, making the total estimated cost of $1,150,000. 
(The page referred to follows:) 


“REPAIR, IMPROVEMENT, AND EQUIPMENT OF FEDERALLY OWNED BUuILDINGS 
OuTsIDE THE District or CoLUMBIA”’ 


APPROPRIATION LANGUAGE 


“Repair, improvement, and equipment of federally owned buildings outside the 
District of Columbia: For an additional amount for ‘Repair, improvement, and 
equipment of federally owned buildings outside the District of Columbia,’ $1,150,000, 
to remain available until expended: Provided, That the limitation under this head in 
the Independent Offices Appropriation Act, 1956, on the amount available for expenses 
of travel, is increased from ‘$145,000’ to ‘$155,000’.”’ 


GENERAL STATEMENT 


“This proposed supplemental appropriation is necessary to permit initiation of 
a program to air-condition Federal court facilities. This program has been 
developed at the request of, and in cooperation with, a special commitee repre- 
senting the Judicial Conference of Federal Judges, and is designed to facilitate the 
continuance of court sessions during the summer months by air-conditioning one 
courtroom and judge’s facilities in each district of the various circuits where alr 
conditioning is warranted.” (H. Doc. No. —, 84th Cong.) 

During a recent judicial conference of Federal judges in Washington, a special 
committee was appointed by the Chief Justice to discuss the matter of air-condi- 
tioning with the Budget Bureau and GSA. The committee emphasized that 
Federal courts are operating under extreme difficulty during the summer seasol 
due to excessive heat, stuffy rooms, and continuous noise, drafts, and dirt from ope! 
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windows. As a result they are forced to take long summer recesses Which adds 
further backlog to already overloaded dockets. 

It was pointed out that some relief would be proposed by GSA in 1°57 to take 
eare of some more urgent cases. ‘lhe committee, however, stated that lack of 
roper facilities for holding court in the intervening summer months would 
vreatly hamper the Judiciary and requested immediate relief. ‘Lhe committee 
further stated that if such measures were provided in one courtroom and judges’ 
acilities in each district of circuits where air conditioning is warranted, they 

id continue to function during the summer and reduce the courts’ backlogs. 

Attached exhibit A is a copy of a letter from the United States courts setting 
forth pertinent reasons for this air conditioning. 


JUSTIFICATION 


~_— 


To alleviate quickly the most urgent cases pending availability of 1°57 funds, 
it is necessary to expedite provision of air conditioning on a limited basis at certain 
locations. 

it is proposed to provide immediate installation of limited air-conditioning 

uipment in 59 selected projects involving 57 courtrooms and 121 judges’ suites 

sisting of judge’s chamber, secretary’s office and law clerk’s office, uncer 
onditions affording the maximum future use of ducts, electrical facilities, ete., 
where permanent installations may later be made. 

\ listing of proposed projects (exhibit B) follows this justification. Subsequent 

iwineering studies may disclose the need for some revision in the selection of 
nrovects 

This estimate, amounting to $1,150,090, is based on packace units for court- 
rooms and window units for judges’ suites, based on comparable installations as 
follows: 

o7 courtrooms averaging 2,200 square feet, 125,400 square feet, at 
$4,.75...-. $0.5, 650 


1901 $7 


21 judges’ suites averaging 1,200 square feet, 145,200 square feet, 
at $3 


Installation contingencies, 125,400 square feet, at $0.40_ 
Design, engineering, etc., 125,400 square feet, at $0.60 


35, 600 
50, 160 
75 


{ 
a 


, 240 


Amount of estimate_______ ; _ 1, 156, 650 
Roungen tO. 2. ee ee ut iceav LeeaIOOD 


Mr. Tuomas. Will that get the job done now? 

Mr. Srropet. I beg your pardon? 

Mr. Tuomas. Is this enough money to completely do what you 
set out here? 

Mr. Srroset. That will be sufficient money to relieve temporarily 
the court situations and will take care of the number of courts and 
offices mentioned. 

Mr. Tuomas. What plans do you have, Mr. Strobel, for taking 
care of the post office buildings generally, and other Federal buildings 
in the same cities where these Federal courts are located? 

Mr. Strosen. Well, we have no means at the present time, for 
taking care of those buildings, as far as air conditioning is concerned. 
We have no money for that purpose. 

Mr. Tuomas. Are any of these quarters, or courtrooms, now parti- 
lly air conditioned? 

Mr. Srropet. Some of these courtrooms will be in buildings where 
existing courtrooms are air conditioned, and some, as far as I know, 
might be in buildings where there is no other air conditioning. 

_ Mr. Tuomas. Are these judges’ chambers and courtrooms located 
in Federal buildings? 

Mr. Srropen. That is correct. 

_ Mr. Tomas. Are the remaining parts of these buildings where these 
judges sit and where the courtrooms are located, air conditioned? 
63859—55———46 
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Mr. Srrospe.. Some of them are air conditioned on a temporary 
basis by use of window units, and so forth, but this program would 
not contemplate doing any more in those buildings, at this time 
except these court facilities. 

Mr. Tuomas. Would it not be far more economical and also better 
if you would take the building as a whole and air condition it? 

Mr. Srropeu. Technically speaking, on an engineering basis— 

Mr. Tuomas. It will cost considerably less money; would it not? 

Mr. Srrose.. No, sir; it would cost more money, but it would do 
a better job. 

UNIT COST FOR AIR CONDITIONING 


Mr. Tuomas. How could it cost any more money, when you are 
setting up here for air conditioning alone a cost of $4.75 per square 
foot? You can build most any type of building now for $18 or $20 
per square foot. 

Mr. StrrosBet. That is correct, but if we went into a basic central 
system of air conditioning in order to take care of all the space in the 
building, such space would cost us a good deal more, and we could get 
up to $6 per square foot. 

However, we would overcome that in easier and cheaper mainte- 
nance, because these temporary methods are a headache to us, as far 
as maintenance and operation are concerned. 

Mr. Tuomas. What would it cost to put window units in these 
quarters, and in the courtrooms? 

Mr. Stroset. That is what we have been planning on. This is 
based on so-called package units in courtrooms, and window units in 
offices, whichever is the most appropriate for the space, and the most 
economical. 

Mr. Tuomas. It costs $6 per square foot to take the entire building, 
and have a central cooling unit installed in it? 

Mr. Srropeu. Not necessarily $6, but it can run as high as $6 a 
square foot, if we take a building, overall. 

Mr. Tuomas. This figure of $4.75, much less $6, seems high. 

Mr. Mep.ey. Mr. Strobel, it it not true that your people checked 
these figures with some outside air-conditioning firms in order to test 
their validity? 

Mr. Tuomas. I do not see how in the world you can justify a 
figure of that magnitude when you say that you can build a brandnew 
building from the ground up for $18 or $20 per square foot. 

Mr. StRoBEL. Well, the cost of air conditioning, when it is don 
from the start as a part of the new building, would be cheaper than 
when you come into a building, and make the necessary alterations. 
The alteration cost is generally more expensive. 


AIR CONDITIONING IN LEASE-PURCHASE BUILDINGS 


Mr. Tuomas. In regard to your new lease-purchase buildings. 
which you intend buying, of course you are having these new building: 
air conditioned to start with? 

Mr. Strospet. On the lease-purchase program, or direct appro- 
priations to construct, they would be air conditioned 1 nt the zoning 
warrants air conditioning. There would be no . question about 
building a building in an area generally using air conditioning withow 
prov iding for it. 
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Mr. Toomas. What part of the country does not require air 
conditioning under our modern living conditions? 

Mr. Strose. A part of New England, and a part of the west coast. 

Mr. Tuomas. I notice the first circuit here is the only one. That 
covers New England, I believe. 

Mr. Stroseu. Yes, sir. 

Mr. Botanp. I note you are not providing for anything in the 
United States court in Boston. 

Mr. SrrosBe.. No, sir. 

Mr. Botanp. Why are you not making such provisions? 

Mr. Strospex. Mr. Chairman, here is a map which shows the zoning 
of the entire country into areas A, B, and C. 

Mr. Tuomas. If these window units are installed, and then later 
you decide to air-condition the building, what part of this equipment 
will be usable? 

Mr. Srropeu. All of the equipment and the units themselves, 
whether it is a package unit, or a window unit, can be removed and 
used somewhere else. 

To what extent the duct work installed in connection with the floor 
units and window units can be used, I do not know, but that is a 
minor point, because your window units are generally installed without 
the necessity of ducts. 


REASON FOR THE SUPPLEMENTAL REQUEST AT THIS TIME 


Mr. Yarns. Why is this request being presented in a supplemental, 
rather than in the main appropriation bill? 

Mr. Wurrenurst. May I answer that? 

Mr. Yates. Yes. 

Mr. Wuitenurst. At the time the committee met, Mr. Chairman, 
we were under the impression that this could be met under the regular 
appropriation for the General Services Administration, but we have 
since been informed that your committee did not intend that funds 
in that appropriation should be used for air conditioning. 

Mr. Mrepuey. Mr. Yates, in our regular appropriation of ‘Repair, 
improvements and equipment of public buildings,’ we had a state- 
ment in the justifications, and also testified at our spring hearings, 
that there was no money included in that estimate for air conditioning, 
nor would any of those funds be used for that purpose. 

Mr. Yatses. Did you not come in here last year, and ask for funds 
for air conditioning in a supplemental bill—funds for air conditioning 
the courtrooms? 

Mr. Srropen. We asked for extra money with which to provide 
court facilities for the newly appointed judges. 

Mr. Yarrs. Did not a part of that money go for air conditioning? 

Mr. Stropet. That is correct. A few of those particular facilities 
ire being air-conditioned. 

Mr. Yates. What was the cost of air-conditioning those facilities? 

Mr. Poss. We did not air-condition all of them. We air-condi- 
tioned, for instance, the one at Miami, but the supplemental appropri- 
ition was not adequate to do the air conditioning originally planned. 


Mr. Yates. Did we not allow you sufficient money for that pur- 
pose? 
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Mr. Poss. We requested $4.8 million, but it was reduced to $2.9 
million. 

Mr. Tomas. 1 do not remember anything for air-conditioning 
eq! ra? nt. It was just for office furniture, and so forth. 

Mr. Srrose ; We had a discussion on that. 

Mr. YA I remember discussing as to why the new judges should 
get Se aamealtiatoaiiene while the old judges did not get it. 

Mr. Srrose.. Some of those facilities are air-conditioned. 

Mr. Yates. Some of them were air-conditioned? 

Mr. Srrospeu. That is right. 

Mr. Wurtrenurst. We had thought at the time of the meeting, at 
which time we had a talk with the General Services Administration 
and the Bureau of the Budget, that as you say, funds in the regular 
appropriation could be used for that purpose, but if it is not the wish 
of the committee, and intention of the committee, that they be used, 
of course, they cannot be used. 

Mr. Tuomas. I am afraid that would be a diversion of funds. 

OT the record. 

(Discussion off the record.) 

Mr. Yates. Does the cost of air conditioning which you have sub- 
mitted include maintenance cost as well? 

Mr. Strose.. No, sir; this is installation cost only. 

Mr. Yates. Who * ake ‘s care of the maintenance cost? Does your 
azency take care of 1 

Mr. Strospe.t. We will do that. 

Mr. Yarus. Or, does the company from whom you purchase the 
equipment take care of that? 

Mr. Stropet. No; we would take care of the operation and main- 
tenance after installation. 

Mr. Yates. How do you purchase these air-conditioning units? 
Do you purchase them on competitive bids? 

Mr. Srrose.. Yes, sir. This work would all be done under com- 
petitive bids, and lump-sum contracts. 

Mr. Botanpo. Mr. Chairman, I have just one question: 

I would like to know why Boston is not included. You provide 
for Hartford in this request. Hartford is 115 miles from Boston. 

I think it is as hot in Boston as it is in Hartford, and I am sure the 
Fede ral Court up there could use one of the air-c onditioning systems. 

Mr. Wuirenurst. I feel sure they could use one, and it was just 
elininated along with many others because we were trying to keep 
the amount of funds lower, and it was considered that, perhaps, some 
other part of the country needed the air-conditioning systems worse 
than others. 

Mr. Botanp. Why Hartford, Conn., and not Boston? 

The temperatures are about the same at Hartford as they are at 
Boston. There is not much difference in the temperatures. As | a 
matter of fact, there is none, according to this map here, or at leas 
there is none indicated on it. 

Mr. Wuirrenurst. We will be willing to add Boston. 

Mr. Boxianp. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Following Mr. Boland’s statement, I do not under- 
stand why you have 121 chambers and only 57 courtrooms. 0! 
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course, each one of these district courts will have from one to a half- 
dozen divisions in a good many States. Take, for instance, the fifth 
circuit, about which I have a small knowledge. You have courtrooms 
now to be air-conditioned at Montgomery, Ala.; Pensacola, Fla.; 
Beaumont, Tex.; Jackson, Miss.; Monroe, La.; Lake Charles, La.; 
Savannah, Ga., and Gainesville, Ga., and that is fine, and [ wish we 
could air-condition them all. However, there must be at least 40 
divisions in this fifth circuit where the temperature ranges anywhere 
from 85° to 101° and 102°, from the 15th of June until the 15th of 
September. 

Mr. STROBEL. Yes, sir. 

Mr. Tuomas. Here is the point which I am raising: 

You are air-conditioning 12 or 15 to the exclusion of 40 others, and 

in these cities where you w rant to air-condition the buildings, the court- 
rooms right across the street or right around the corner are State dis- 
trict courts, and there is one over in the adjoining county also, and the 
probabilities are that not 5 percent of them are air-conditioned. 

So, what shape does that put you in now? 

Mr. Wurrenurst. Well, we are asking for only one courtroom to 
be air-conditioned, for example, in Baltimore, while there are four 
judges over there. It would be desirable to have more than 1 court- 
room air-conditioned, but we felt if we had just 1 courtroom air-con- 
ditioned in the district, then they could go on holding court during 
the summer, and get along. 

Mr. Tuomas. I suppose the answer is that 1 courtroom air-condi- 
tioned is better than not having any, even though you need 80 such 
courtrooms air-conditioned. 

Mr. Wutrrnurst. That is correct, and the rest of the answer is 
that some of the other courtrooms are presently air conditioned. 
Some of the others in the fifth circuit are air conditioned. The 
courtrooms in Dallas are air-conditioned, and the courtrooms at 
Houston are air conditioned, as well as the courtroom at Brownsville, 
Tex. One of our worst places is Memphis, Tenn., and that is a 
district where one judge works very hard. The ducts are already 
there, and it would not be a very expensive task to put in the air 
conditioning. 

Mr. Srropen. Mr. Chairman, I would like to make a correction 
on some of the figures which I gave you before. We have several 
methods whereby we can air -condition these existing courtrooms. 
We have asked for the money, and will do it the cheapest w ay possible, 
and that would amount to around $4.75 per square foot. If we did 
it with other methods, it would run as high as $6. I think I gave you 
the impression that it might cost that much in new buildings. That 
isnot the case, if we air -conditioned them from the start. 

Mr. Toomas. What does it cost to air-condition a new building when 
you first begin construction? 

Mr. Poss. It depends upon the type of system. We have several 
types, including the central or package unit, and it will range any- 
where from $2 to $3 or $4. 

Mr. Tuomas. I see. 

Mr. Pariures. What is the unit? $3 for what? 

Is it for each square foot of floor area? 

Mr. Poss. Yes, sir. 





Mr. Mepuey. Mr. Chairman, I think that we should mention to 
the committee that we have one additional supplemental estimate 
pending in the Bureau of the Budget. 

Mr. Tuomas. For what? 

Mr. Mepuiey. We have a supplemental pending for emergency 
operating expenses as a result of additional space requirements fo; 
the Department of Defense. The Bureau of the Budget has not 
acted upon it yet. So, we do not know whether we will be up here 
or not, but I thought in all frankness that we should mention it to 
the committee, since you are trying to wrap everything up as fast as 
possible. 

Mr. Tuomas. Thank you. We are always glad to hear from you 

Mr. Mepuey. Thank you, sir. 

Mr. Tuomas. It is always nice to see you gentlemen. 


Monpay, JUNE 27, 1955 


HEADQUARTERS BUILDING FOR THE NATIONAL ASSOCIATION OF LiF: 
UNDERWRITERS 


WITNESSES 


DONALD DAWSON, ATTORNEY FOR THE NATIONAL ASSOCIATION 
OF LIFE UNDERWRITERS 

CHARLES E. CLEETON, CHAIRMAN, BUILDING COMMITTEE OF THE 
NATIONAL ASSOCIATION OF LIFE UNDERWRITERS 

GRANT TAGGART, VICE CHAIRMAN, NATIONAL ASSOCIATION OF 
LIFE UNDERWRITERS 


Mr. Tuomas. We have with us a group from the National Life 
Association of Underwriters. 

Mr. Dawson. First, I would like to say we appreciate your courtesy 
in giving us some time. We will be brief. If you will tell me how 
much time we have we will cut it short. We do not have prepared 
statements. Each witness will testify according to his oral testimony 

Mr. Tuomas. The committee has gone out and looked at the land 
so we have some knowledge of it. So go ahead. 


PROPERTY OWNED BY THE ASSOCIATION 


Mr. Dawson. Again, let me thank you for according us this time 
I would like to say that the property that we are concerned with is 
located in what is known as the northwest rectangle there. There 
is an aerial view that shows its location. The property that is owned 
by the National Association of Life Underwriters is 70 feet by 13! 
feet. The other property that is involved is 21,000 square feet and 
we understand now that there is a third tract in that immediate 
block that is also privately owned that I hadn’t known about until 
just a few minutes ago, so that enters the picture. . 

Now, this property is immediately to the rear of the Americal 
Pharmaceutical Association Building which fronts on Constitution 
Avenue and immediately across the street is the National Academy 
of Science Building. 

Mr. Toomas. We have been out there. 
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Mr. Dawson. Rather imposing structures. Now, I would call 
your attention to the fact that both of those buildings are owned by 
private commercial concerns. The Pharmaceutical Association is a 
trade organization similar to the National—— 


Mr. Toomas. What we are interested in is, Do you already own the 
d? 


] 
wana ! 
Mr. Dawson. Yes, in fee simple. 


TYPE OF BUILDING PROPOSED FOR CONSTRUCTION 


Mr. Toomas. What type of building do you want to put up and 
when are you going to put it up and how much money are you going 
to spend on it? 

Mr. Dawson. Mr. Cleeton can give that. 

Mr. Cueeron. I would like to say this, that the National Associa- 
tion of Life Underwriters are chartered in the District. We have 
been in business for 65 years. We have between 65,000 and 70,000 
members scattered all over the country. Two years ago they decided 
io build a headquarters building for our own purpose and no other. 
We have no idea of building a commercial structure on this land. 

Mr. THomas. How long have you owned this land? 

Mr. Cterton. Since December. It was zoned for our use in 
December of last year. We went ahead with our plans after it was 
zoned for our use, hired architects and proceeded to get our drawings 
in order to do this job. The money has been given by the men in the 
life insurance industry in America to memorialize the industry and 
here is what we plan to do: 

As near as I can observe, gentlemen, the GSA has tried to leave 
ihe impression that we were putting up a commercial building which 
we are not doing. That building as planned there is 31 feet above 
the level of C Street which is the boundary line of what is proposed 
as the State Department Building. The roof is 31 feet above ground 
level. This is typical of what we plan to do on the inside to memorial- 
ze the men in this industry who have donated somewhere between 
a small amount and up to as high as $1,000 for this building. The 
building is estimated to cost one-half million dollars, not to furnish 
but just the building. We are thoroughly financed. We are ready 
to go ahead. Our lease is up in New York and this action of GSA in 
trymg to purchase the land has delayed our action. We cannot do 
anything until a decision is reached. It places us in an awkward 
position. 

Mr. Tuomas. An office building? 

Mr. CLerron. Headquarters only. 

Mr. THomas. How many square feet will be in the building? 

Mr. Cierron. There will be 15,000 square feet, approximately, 2 
floors above ground and 1 below. 

Mr. Tuomas. What will it cost? 

Mr. Ciereron. Around half a million dollars, not counting the cost 
of the land. Here is our national magazine. 

Mr. Dawson. It is a memorial building. 

_ Mr. CLerron. That magazine is edited in our headquarters build- 
ing. On our staff we have an actuary; we have three attorneys; we 
lave a public relations department; we have a membership depart- 
ent, things of that kind. They are all high-class executive people. 
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They comprise about 35 in one section and about 20 in the other 
That will be housed in this building. I say in one is our educational 
section, which has to do with the education of the officials of the 
insurance industry. 


rAXES TO BE PAID ON THE BUILDING 


Mr. Tuomas. Do you pay taxes to the District? 

Mr. Cierron. We would be very glad to pay taxes, I assure you, 
We estimate that taxes will run $6,500 to $7,000 on that property, 
We are very happy to pay taxes. We are a nonprofit organization as 
Mr. Dawson said, exactly like our neighbors who are the Pharmacev- 
tical Association and the ones across the street. 

Mr. Yarrs. I don’t understand the basis for the Government’s 
appropriation request of us in a specific amount of money there if 
you own the property. 

Mr. Tromas. They want to condemn it, take it away from them for 
$4 a square foot. 

Mr. Yarrs. Take it away on the basis of eminent domain? 

Mr. Dawson. It is permissible. 


INVESTMENT TO DATE 


Mr. Puiturps. I understand that you have already invested cash 
in the property, the attorneys’ fees, architects’ fees, and other expenses, 
to the amount of $156,000, and that the property has an increased 
value, presumably, since then. 

Mr. Cierton. That is correct. 

Mr. Puiuurps. Is that out of the $500,000 or in addition? 

Mr. Cuiesron. That will be in addition. We anticipate it will 
cost. pretty close to one half million dollars to erect and furnish the 
building. 

Mr. Tuomas. It seems to me like a nice building that would help 
that part of town. 

Mr. Cieeton. I want to say this to you gentlemen that the Na- 
tional Association of Life Underwriters is a pretty high-class group 
of men. We would not want to come into this community and 
especially that monumental community and build anything you 
gentlemen would be ashamed of because we would be ashamed of it 
first and we are not that kind of people. We are very proud of our 
Capital. It is just as much our Capital as it is anybody clse’s and 
we will put nothing in it that any of you will be ashamed of because 
we are not going to. 

Mr. Puriures. Who are the architects for it? 

Mr. Cieeton. Perreira and Luckman. We used them for the 
primary reason that they have a home office in Los Angeles and 
New York and that gave us two points of contact with them. 

Mr. Taaeart. If I may inject there, Mr. Chairman and _ insert 
into the record, we would like your committee to think in terms of 
the 65,000 members. We have been looked to or alluded to them 0 
the past as the combat troops on the country’s financial battleline. 
Let me substantiate or justify that statement in the fact that I did 
happen to be president of this national association in 1942 during the 
war and when the bankers had failed to make a success of the sale 
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of war bonds, we did take it over as an organization. I did receive a 
citation from Mr. Morgenthau. We did enlist 23,000 men that one 
year in the sale of war bonds. We incorporated the salary savings 
plans in that one year in over 80,000 separate industries and busi- 
nesses. We think we are valuable to Government and—— 

Mr. Toomas. We just want to subscribe to your words. You 
don’t have to sell this, your organization, to this committee. They 
are well and favorably known to us and practically every citizen of the 
United States, certainly fine outstanding men and there is no question 
about that. 

Mr. Taaeart. For some reason we fell in love with our Nation’s 
Capital as a group of people and we are subscribing the moneys from 
our own pockets to do this job. We would not be here, but we think 
we are just about as important, maybe more important than many 
of the 1,100-odd trade organizations that you have here now. 

We are on 11 West 43d Street and our lease is running out next 
\pril. It is a matter of time. We would like to take advantage of 
the weather and would like to get the job done before weather sets in. 
We would like to have a place. We would not like to be tripped down 
the sewer. 


ADEQUACY OF FINANCING FOR PROPOSED BUILDING 


Mr. OstertaG. Were you through, Mr. Chairman? I just wanted 
to inquire as to the funding of this program, this building. I think it 
might be well for us to learn whether or not your association has the 
capital for the construction? Has that been set aside? How has 
that been accumulated? 

Mr. Cierton. It has been accumulated by donations from our 
65,000 members. We have members that have given as high as 
$1,000 individually and we have other fellows who have only given 
$100. It has been purely voluntary, no assessment on our organiza- 
tion. We have over $300,000 in cash at the present moment and the 
Acacia Mutual from whom we bought the land are tickled to death 
to give us a mortgage for the balance that we need. However, we 
do not expect to even have a mortgage because our people w ill pay 
for the balance out of their own pockets as soon as the decision is mace 
to allow us*to go ahead and use our ground. But we are adequately 
financed. We are ready to go ahead and completely so. 

Mr. Osrertac. And have you permission from the local author- 
ities, that is the city of Washington, to proceed with your construc- 
tion? 


ZONING APPROVED 


Mr. Cieeron. We have those, yes. It was zoned for our use. 
The only persons appearing against us were the General Services 
Administration. We then went before, I think it was the 5th of May 
or it could have been later, before the Fine Arts Commission for 
approval. They were very ‘much interested in our plans. It was 
very evident that they were delighted with them but they made the 
statement that the GSA told them that they were going to buy the 
property. Therefore, they asked us not to ask them to approve 
until that was settled. Se we were stopped in our tracks, so to speak. 

Mr. Ostertac. You do require the approval of the Fine Arts 
Commission before you can proceed. 
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Mr. Cieeton. That is correct, sir, and we are very happy about 
that because again that is a protection to the beauty of Washington 
and we are glad we have to go before them. 

Mr. Ostertac. With that permission, you will proceed at once? 

Mr. Cieeton. That is correct, sir. We are ready to proceed at 
once. Weare so far along with our plans that frankly, out of a cost of 
around $25,000 we have spent over half of it on our plans already, 
We have stopped our architects from going further. We are into the 
engineering stage of the building. 

Mr. OstertaGc. Once again, you have complete and unquestion- 
able title to this property? 

Mr. Cieerton. There is no question with that, sir. We have paid 
for it ia cash. 


Monpay, JUNE 27, 1955. 
HOUSING AND HOME FINANCE AGENCY 
Pusiic Houstnc ADMINISTRATION 
WITNESSES 


CHARLES E. SLUSSER, COMMISSIONER 
B. W. RUFFNER, BUDGET OFFICER 
JOHN M. FRANTZ, AGENCY BUDGET OFFICER 


Mr. Tuomas. Will the committee please come to order? 


We have with us this afternoon our friends from Public Housing 
Administration. It is nice to see with us its Commissioner, Mr. 
Charles E. Slusser, and Mr. Ruffner, his budget officer. 

Mr. Commissioner, do you have a statement for us? 

Mr. Stusser. Just a brief oral statement. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, we are here, of 
eourse, requesting supplemental appropriations for the 1955. fiscal 
year. In our budget estimate we had asked for $69,100,000 for the 
year 1955. The Appropriations Committee of the House cut it to 
$63,950,000 and the Senate concurred. The Senate committee 
concurred with you in that with the admonishment that we do every- 
thing possible to effect economies in the operation of the local housing 
authorities. 

The present request is for $68,050,000, which is the actual amount 
requiréd for all permanently financed low-rent housing projects in the 
various local housing authorities. 

Mr. Tuomas. In other words, you missed your original estimate by 
just about round figures, $1,050,000, and it was on a downward swing 
rather than an upward one? 

Mr. Stusser. That is right. 

Mr. Tuomas. That is pretty good estimation. 

Mr. Stusser. We picked up $1,050,000. 
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ANNUAL CONTRIBUTIONS 


\ir. Thomas. What you are seeking 1 is $4,100,000 in the way of a 

supplemental for the fiscal year 1955 which ends June 30. That is 
score about by virtue of the fact that 69,502 units will come into 
operation and under subsidy during the last quarter of the fiscal year 
1055 and it is going to require about $17,500,000 on an annual basis 
for those which leaves you a deficit of $4, 100, 000 taking into considera- 
tion the $63,950,000 you have in your regular 1955 bill. Is that the 
picture? 
' Mr. Stusser. That is right. 

Mr. THomas. Mr. Reporter, [at this point] will you insert the 
portion of House Document No. 171 pertaining to this item and also 
pages 1 and 2 in the record at this point? 

The pages referred to are as follows:) 


HOUSING AND HOME FINANCE AGENCY 
Pusiic Houstna ADMINISTRATION 
“ANNUAL CONTRIBUTIONS 


For an additional amount, fiscal year 1955, for ‘Annual contributions’, 
$4,100,000.” 

The present appropriation to pay annual contributions to privately financed 
ocal housing authorities will be exhausted in May. Since the full faith and 

lit of the United States has been pledged for these payments, a supplemental 
‘»propriation is needed to meet requirements for the remainder of the year. 


IFICATION FOR PROPOSED SUPPLEMENTAL APPROPRIATION FOR ANNUAL CON- 
TRIBU TIONS 


d States Housing Act program, fiscal year 1955 

There are included herein schedules and data which support a request for an 
crease of $4.1 million in the fiscal year 1955 appropriation for annual contribu- 
‘hese annual contributions are required under the terms of annual contribution 
ts entered into between the Public Housing Administration and loca] 
authorities to insure the low-rent character of public housing projects. 

lic housing projects come into occupancy the Federal Government is 

| by the terms of the annual contribution contracts to guarantee the 
tization costs of the projects. To the extent amortization costs cannot be 
pported with residual receipts, the Federal Government must make annual 
contributions. The Federal Government becomes obligated to commence the 
ment of annual contributions immediately after permanent financing of such 


Current estimates of such contributions for fiscal year 1955 amount to 
‘08,050,000 as compared to the 1955 budget estimate of $69.1 million and to the 
appropriation of $63,950,000. The additional $4.1 million is required primarily 
101 low-rent housing projects which were recently permanently financed. 

n its consideration of our budget request of $69.1 million, the Senate Committee 

\py propre agreed with the House committee in providing $63,950,000 

as a reduction of $5,150,000 and stated in its report the following: 
he committee agrees that all possible economies should be worked out with 
ocal housing authorities in an effort to keep down as far as possible the in- 
s amount of appropriations shat will be required. No restoration of the 
reduction is recommended, since the committee believes that the amount 
cannot be exactly determined in advance, and that if an additional 
int may be required it can be provided in a supplemnetal bill, as was done for 

the previous year.” 

An increasingly larger share of PHA’s efforts is being directed toward assuring 
‘ie most efficient and economical operation of the low-rent projects by the local 
‘uthorities, This responsibility becomes of prime importance with the increasing 
uber of units becoming eligible for subsidies under annual contribution con- 
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tracts. Plans are being developed to provide field personnel with more adequate 
procedures and cost standards to guide them in reviewing project operating 
expenses proposed by local authorities. It is also planned that a budget specialis; 
highly trained in business practices and management, will be placed in each PHA 
field office. It will be the responsibility of these specialists to effect reduetions 
in the payment of annual contributions by effecting economies and improving 
business practices at the local authority and project levels. 

Furthermore, we have increased our efforts to substitute, wherever possible 
private capital for Federal funds in financing the development cost of low-rent 
housing projects. Indirectly, this program of borrowing from private investors 
in lieu of PHA has the ultimate effect of reducing contributions. Primarily this 
is due to the fact that short-term construction funds may be borrowed from 
private investors at a much lower rate than from PHA (currently about 1 percent 
lower). This reduces total development costs and, in turn, reduces the amount 
to be amortized each year, i. e., the Federal contrubition. 

The request for a supplemental appropriation is based upon carefully developed 
estimates of annual contribution requirements. The total estimate has been 
built up on a project-by-project basis and consists exclusively of projects which 
have been permanently financed and on which payments or obligations of 
contractual contributions will accrue within fiscal year 1955. 

For the period from July 1, 1954, through March 31, 1955, actual contractual 
obligations for the payment of annual contributions have been made in the 
amountuof $50,530,168 covering 233,382 units. In addition there are-’69,5(2 
units with annual contributions which will become payable during the remaining 
3 months of the 1955 fiscal year. The estimated requirements for these projects 
in the amount of $17,519,832 have been developed on the basis of a preliminary 
review of actual financial statements now available for projects with completed 
fiscal years and reconsideration of approved budgets and budget revisions for 
projects with fiscal years ending March 31, 1955, having annual contributions 
payable before June 30, 1955. 


Mr. Tuomas. It should be pointed out that from July 1, 1954, 
through March 31, 1955, you had 233,382 units in operation at s 
cost of $50,530,168 in the way of annual contribution, and for the 
full year of fiscal 1955 you are going to need $68,050,000 to take care 
of a total of 302,884 units, which will cost you in the way of fixed 
contribution for the fiscal year 1955, $91,238,674. Is that correct? 

Will you please insert page 8 in the record at this point? 

(P. 8 is as follows:) 
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Summary of revised annual contribution estimates, fiscal year 1955 


Fixed con- 
tribution 


Number 
of units 


_—_— 


bli c Law 171: 
er 39, 281 
43, 235 
33, 743 
34, 984 
151, 243 | 


$16, 366, 352 
18, 600, 509 
14, 962, 184 

Pore ses cen avan tenes LORS EUS SSSA ne one 14, 136, 249 


Subtotal 64, 065, 294 


Public Law 671: 
Sept. 30 9, 016 
10, 502 


7, 898 
} 


1, 467, 673 
Dee, 31 1, 758, 854 
Mar. 31 


pe a a a ree 16, 064 


Subtotal 43,480 | 7,786, 570 


Public Law 412: 
§ 17, 062 
35, 696 
29, 219 


3, 807, 529 
5, 835, 943 
5, 483, 703 


June 30......-.. peed eaahd su eee Da ieee 26, 184 4, 259, 635 


DUE ei ct etctticecees 108, 161 


, 386, 810 


Total... 302, 884 


91, 238, 674 


Adjustment for fiscal 1954 annual contributions pegehie 

ih NEE FO Ge cituctecccncceule 

Annual contributions estimate ____- 
Annual contributions appropriation 


Additional annual contribution appropriation 
required 


1, 406, 474 | 
| 


3, 153, 569 | 


Amount | 
availa! le | 
for reduc- 
tion of | 


annual | 


contriou- 


| $3, 739, 141 
4, 807, 896 
3, 645, 931 | 
3, 413, 186 


15, 606, 154 | 


1, 006, 006 


ml 
| 737, 329 | 
| 


490, 332 | 


1, 197, 134 | 


3, 430, 801 


688, 0A9 
1, 855, 143 
1, 578, 278 


606, 744 


} 


1, 
5, 728, 234 





24, 765, 189 | 








| 
|$12, 62 


| 48, 459, 


Annual 


| contribu- 


tion re- 


quirements 


7,211 
13, 792, 613 
11, 316, 253 
10, 723, 063 


140 


, 898 

(115, 554) 
847, 976 
(95, 128) 
940, 904 
(24, 762) 
2, 074, 505 
(118, 070) 
4, 709, 283 
(353, 514) 


3, 119, 
3, 980, 
3, 956 


460 
800 
, 06 
(50, 671) 
2, 652, 891 
13, 709, 247 
(50, 671) 
66, R7 77, 
(404, 


670 
185) 


1, 172, 330 


| 68,059, 000 
63, 950, 000 


4, 100, 000 





RENTAL RECEIPTS FROM HOUSING PROJECTS 


of rent from these units? 


Mr. Rurrner. Could I insert that in the record? 
Mr. 


Mr. Tuomas. Out of 302,884 units, what to you receive in the way 


Tuomas. I think you can turn to your tables and find it. 


Your fixed contribution is $91,238,674 and on page 8 you have the 


amount available for reduction of A/C. 
Mr. Rurrner. Annual contributions. 
Mr. Toomas. For $24,765,189. 
| have a question mark here. 
Mr. YATEs. 

money? 

Mr. SLussER. 

onibuees and 
r. THOMAS. 

take in from those properties, and the amount th: 

reduction of the annual contribution. Your 
$91,238,674. You deduct $24,765,189 from the 

) arrive at the amount required for appropriation. 


What other money? 


fixed 


Where is the other money? 
What do you mean by the other 


I want t 


What do you mean by A/C. 


Are you speaking of the difference between the total 


[ am referring to the total amount of money that you 
at you hs 
fixed contribution is 
contr 


ave for 


ibution 
o know 
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now what is the full amount you receive as rents and where does {}yp 
difference between $24,765,189 and that figure go to? 

Mr. Rurrner. That goes for operating expenses, payments in }j¢; 
of taxes, repairs. 

Mr. Tuomas. What is that figure? Do you have it? 

Mr. Rurrner. I don’t have it. I would like to insert it in tly 
record for you. 

Mr. Tuomas. Do you have an approximate figure? Could yoy 
make a good guess at this time? 

Mr. Yates. What you are asking for is the total income? 

Mr. Tuomas. Yes. 

Mr. Yates. From 302,884 units? 

Mr. Rurrner. That will require tabulation of all the budgets 
which I can make and would like very much to insert in the record 

(Discussion off the record.) 

Mr. Tuomas. When you prepare your submission for next year 
then you will have figures on total rental receipts and detail on operat- 
ing costs. Do you have an approximate figure for maintenance and 
operation and general expenses? 

Mr. Rurrner. About 75 percent goes to expenses, repairs, pay- 
ments in lieu of taxes. 

Mr. Tuomas. About 75 percent? 

Mr. Rurrner. Yes, sir. 

Mr. Tuomas. What part of that 75 percent is used for salaries and 
expenses of the staff at each one of the public housing units? Do you 
carry that figure in your mind? 

Mr. Rurrner. Salaries and expenses as distinguished from repairs’ 

Mr. THOMAS. That is right. 

Mr. Rurrner. No, sir, but I would be glad to run a tabulation on 
that. 


VARIANCE IN AMOUNTS OF CONTRIBUTIONS FOR THE SAME NUMBER 
OF UNITS 


Mr. Tuomas. I would like for you to clarify some of these tables. 
Here it is in the same city and the same number of units. On page 1! 
it shows the revised annual contribution estimates for fiscal year 195i, 
projects having fiscal years ending September 30. 

Here are three Texas towns, Corpus Christi, Corsicana, and Denison. 
The table shows each one of them as 200 units and the fixed con- 
tribution for Corpus Christi is $77,998, Corsicana is $67,380, and for 
Denison it is $67,380. 

Now your next column shows the amount available for reduction 
of the annual contributions. Corpus Christi is $42,044 and no re 
duction for Corsicana and Denison is $7,881. 

How do you explain those figures. What do they mean? 

Mr. Stusser. Apparently they are using full subsidy there. 

Mr. Tuomas. Here are three cities, comparable, and the numb! 
of units are the same. The fixed contributions vary from $69,590 \ 
$77,998. Then in your fourth column you have annual contribution 
requirements, Corpus Christi is $35,954, Corsicana is $69,590, and 
Denison is $59,499. Why the variance in those figures? 

Mr. Stusser. I am not acquainted with these particular local 
authorities and I could not give you an answer to that. I would have 
to furnish it. 
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FACTORS AFFECTING THE AMOUNTS OF ANNUAL CONTRIBUTION 


Mr. Tuomas. Does that mean in one town in the State, the same 
state—— 

Mr. Stusser. There might be differences in income limits, in rental 
charges, IN economic conditions in the different localities. 

Mr. Tuomas. What other factors? 

Mr. Stusser. Site planning, development costs. 

Mr. Tuomas. Difference in cost of the original plant. 

Mr. Stusser. Maintenance and operation of the projects and 
management of the project because of the development that was done 
at the time of construction. 

Mr. Tuomas. Could you show what the income from the properties 
are in these three towns? That would give us another view. There 
is too much variance here for the same number of units in the same 
State. 

There should not be much difference in cost for the same number of 
units if they were built in the same period of time. There ought not 
to be much difference in the managerial cost. Certainly there ought 
not to be too much difference in the income based upon the rents paid. 

Here is another one I noticed in a different State that confused me 
a little bit. Here is one here in Georgia—Gainesville and .Griffin. 
Each of them has 200 units. This ison page 10. The fixed contribu- 
tion for Gainesville is $77,590 and for Griffin it is $74,750. 

Now, the annual contribution for Gainesville is $77,590 and for 
Griffin is is $58,621. 

Mr. Stusser. That is because they have $16,129 of residual re- 
celpts. 

Mr. Putuurps. For East Point in Georgia which has the same 
number of people, it is $40,131. 

Mr. Tuomas. Generally how much variance do you find in these 
local housing authorities within a given State and then how much 
variance do you find between States for the same number of units? 

Mr. Stusser. You will find considerable difference, sir. 

Mr. THomas. These figures clearly indicate that. Why should 
that be so? 

Mr. Stusser. I would have to get into each one individually to 
find out whether it is an economic condition in the town—that is, 
whether there is gainful employment there, whether they are carrying 
considerable relief load, or if they are getting as full a rent charge as 
they should, whether there are income limitations that are improperly 
established. 

Mr. THomas. What has the relief load got to do with it? 

Mr. Stusser. That is where they care for the relief load of the 
citv, the lowest possible rents they can get. 

Mr. Tuomas. Somebody in the city actually pays the Housing 
Authority. If you have a tenant that is on relief and not able to 
work, somebody pays the Housing Authority that rent, do they not? 

Mr. Stusser. City relief doesn’t. In my own city when that 
occurred, the most they would pay is 10 percent. We got, of course, 
the lowest of rents, not based on income. 





CONTROL EXERCISED OVER HOUSING AUTHORITY BUDGETS 


Mr. Tuomas. Isn’t it more fundamental than that? Isn’t it q 
fact that maybe this local housing authority may have a better 
manager who is more economical than the others? In the fing| 
analysis the Public Housing Administration does not draw too tight 
a line on the various local housing authorities, and since it is not the 
local housing authority’s money they are spending but Federal funds 
they are a little bit loose with it; aren’t they? 

Mr. Suusser. I am living between you and the housing authority, 
They think we are too nosy and snoopy and have no business getting 
into their affairs. We have had quite a running battle with them 
on it right now. 

Mr. THomas. Whose money are they spending, their money or 
Federal funds? 

Mr. Yates. They are spending both; aren’t they? 

Mr. Stusser. They contend they are spending their own. 

Mr. Tuomas. Why all this appropriation if they are spending their 
own? We certainly don’t need this appropriation. 

Mr. Stusser. We are guarantors of the loan and we agree to pay 
the part they can’t pay from income on the low-rent property. 

I will agree with you. That was the thing we asked you for in our 
budget this vear and we hope, as soon as that budget is approved and 
passed that we can put these fieldmen in, these business specialists in 
the field and begin to study the figures to see if we can’t reconcile 
some of the differences. We realize there is a difference in manage- 
ment, in properties. You get good management or bad management 
but sometimes I find that in some of these projects that had been con- 
structed, that having selected another site, we would not have near 
the cost of miantenance and repairs that we have, had there been 
better site planning. We would not have had the expenses. 

Mr. Tuoomas. Let us go back to fundamentals, the title to these 
properties. 

Mr. Stusser. They are in the name of the local authorities and the 
bonds are sold under the credit of the community which they 
represent. 

Mr. Tuomas. When they say this is their property they are 100 
percent right? 

Mr. Stusser. Yes, sir. 

Mr. Tuomas. Now, whose funds, is it their funds or is it Federal 
funds that support them? 

Mr. Stusser. Initially, we made the initial loan under which they 
could proceed to build. As soon as that was accomplished and as 
soon as the building was accomplished, they are permanently financed 
by selling bonds as we do now in the open market and the Govern- 
ment is repaid. We start there from a management standpoint. 
Their income determines how well they manage and supervise the 
properties. It depends on the amount of subsidy they require. 

Mr. Tuomas. Do you find any local community, since the title is 
in the local community and not in the Federal Government, tha! 
wants to pay all of the bill? 

Mr. Stusser. We have some where we don’t pay any subsidy ® 
all. I ran into 1 or 2. 

Mr. Tuomas. Who pays? 
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Mr. StusseR. The management of the project pays. 

Mr. Putturps. They get it out of income. 

Mr. Stusser. They maintain and operate the properties. 

Mr. Tuomas. Do you find any local communities who are offering 
to pay the annual contribution that is needed to fill the gap between 
income and outgo? 

Mr. StusserR. The city government itself; no, sir. 

Mr. Tuomas. Yet the housing authority people claim that it is 
their money they are spending, even though the ‘ederal Government 
makes up all the deficit they incur? 

Mr. Stusser. They claim it is community money, it is income from 
the local community. 

Mr. Tuomas. What about the difference they ask you for to fill 
the gap between income and outgo. 

Mr. Stusser. That is Federal money, subsidy payment. 

Mr. Tuomas. How much of the control do you have over the 
expenditure of those funds? 

Mr. Suusspr. We review their budgets and approve what we 
believe to be a sufficient amount to properly manage and maintain it. 

Mr. Tuomas. After the money is spent or before? 

Mr. Stusser. The budget is approved each year before it is 
expended. 

Mr. Tuomas. Did it ever occur to you that all these variations in 
the same State for the same number of units might be a little out of 
line? 

Mr. Stusser. Yes; it occurs to us and we are trying to do something 
about it. I have been out personally in some of these projects where 
Ihave told the local board that certain conditions had te exist. I 
made a personal visit myself because of the statement that you have 
made. They are local authorities and they feel they are autonomous, 

Mr. Tuomas. Don’t give them the money; that ends all argument. 
Why shouldn’t one town be able to operate as cheaply as the other 
under the same order? 

Mr. Yarus. Conditions are never exactly the same. They would 
have to be exactly the same conditions, they would have to be built 
identically with like managers with comparable conditions in order 
for the same result to be achieved. Isn’t that true? 


MEASUREMENT OF COSTS OF LOCAL HOUSING AUTHORITIES 


Mr. SLusser. Let me tell you something. I spent about $15,000 
trying to get to a unit cost, just what you are talking about. I don’t 
ave it myself, that is why I can’t give you the answer but, within the 
ime town, I find a great variance in different projects, even where 
they are under the same board. I want to know why. I am trying 
to find that out now. That is what I am seeking to find out where in 
his same town there are 5 or 6 projects of different size and there is 
i great difference in the management of those projects. 

Mr. Tuomas. What about regulations to the effect that the same 
lumber of units in the project in the same town should all be on an 


(ual basis? You could handle that very easily. 


Mr. Stusser. I can’t handle that without legislative action to 
kccomplish it. 


63859—55———_47 





736 


Mr. Tuomas. You can do that through a limitation. There is not 
much justification in the same town where you have the same numbe; 
of units in different projects having a variance of 10 or 15 percent in 
the amount of subsidy you give them. 

Mr. Susser. I would disagree to this point: that within the same 
town there are certain construction items and certain site selections 
and certain types of construction that may be more expensive to 
maintain than something else in the same town. In another project in 
the same town you will find quite a variance. That is not the fault of 
management. This manager may be giving identical salaries and 
wages with what the other is and in fact they are because they haye 
got to be under the Labor Department and they have got to keep 
their labor rates equal. 

Mr. Tuomas. Why should there be any 10 or 15 percent difference in 
the cost of construction in the same town for the same number of units? 

Mr. Stusser. Design and—— 

Mr. Yates. On the same day, suppose they are built 5 or 10 years 
apart? 

Mr. Tuomas. That is different. 

Mr. Yates. You don’t know the dates of construction of these 3 
different projects in the 3 Texas towns. 

Mr. Tuomas. Assuming these items that I read were built within 
the same fiscal year. 

Mr. Stusser. You probably have some of the answers in your mind. 
I do not know. 

Mr. Tuomas. When conditions are comparable, that is what we 
are getting at. We realize that when 1 project is built 3 to 5 or 
even 10 years before another project, the construction is going to be 
different. 

When 2 projects are built in the same town within a period of 
6 to 12 months of each other, there should not be any difference. 

Mr. Stusser. They are not built that fast: Generally you find a 
year or two difference in the time. 

Mr. Yates. Are you familiar with the three Texas towns to whicii 
Mr. Thomas referred? 

Mr. Tuomas. I just picked out some at random here. 

Mr. Yates. By a at those projects, would they indicate dates 
to you at all? 

Mr. Stussnr. No. 

Mr. Yates. They are just identifying marks? 

Mr. Sutusser. That is right. 


FACTORS AFFECTING AMOUNTS OF ANNUAL CONTRIBUTION REQUIRED 


Mr. Yates. Could you operate with a limitation that would grant 
you the same amount of money for each project? 

Mr. StussEerR. No; it would be impossible. 

Mr. Yates. Why would it be impossible? 

Mr. Stusser. Well, how would you distribute it over the United 
States? I do not know how you would do that. You have obligated 
yourself here under law to a certain amount of annual contributions 
which you have guaranteed the bond owners that we will pay if the 
earnings do not come from these properties, then you will have to do 
1 or 2 things either go in and take direct management of them and see 
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that the properties are kept up to a level and see that rent levels are 
kept up to a maximum to fulfill that. That would be the only possible 
way to do it. They would all have to stay in the same level in the 
community. 

Mr. Yates. Could you operate under a limitation as to the same 
amount of money available for each project for maintenance costs? 

Mr. StusserR. No. 

Mr. Yares. Why couldn’t you do that? 

Mr. Stusser. Again I say there is the age of the project, the 
diferent types of construction, the different years of construction. 
We are finding now that some much older projects are more easily 
maintained than those we built during the later years. 

Mr. Yates. Could you operate under a limitation which would 
require you to charge the same amount of rent for each project? 

Mr. Stusser. No. 

Mr. Yates. Why couldn’t you do that? 

Mr. StussEr. Because economic conditions in towns are different. 

Mr. Yates. How are rents fixed? 

Mr. Stusser. They are based upon the income of the individual. 
It is one-fifth of his income. We try to set income limitations to suit 
the economic conditions in that town as the economies have moved 
up or down. 

Mr. Yarrs. There are some projects that reflect rentals based upon 
the lowest possible rents where there is a condition of unemployment 
ora similar condition in the town; isn’t that true? 

Mr. Stusser. That is right. 

Mr. Yares. Under those conditions you are required to take the 
lowest possible rental, aren’t you? 

Mr. Stusser. Yes. 

Mr. Toomas. What is the lowest possible rental, if I may inquire 
there? 

Mr. Stusser. I think in the States here, we are running as low 
some places in the South and in Texas, in the Southwest, as low as 
$12 or $15 a month. 

Mr. Tuomas. Your formula is a certain percentage of income? 
What is the lowest you can take by statute? 

Mr. Stusser. I don’t think there is any fixed amount that you 
can take by statute. One-fifth of his income, if he is on relief, you 
have to take- 

Mr. Tuomas. If there is no income? 

Mr. Stusser. You take it from the city. You establish a rental 
charge on the unit, and that is a payment. 

Mr. Yarrs. But doesn’t the law contain a provision which would 
prohibit you from charging rents higher than 20 percent below a 
rental for comparable privately owned property? 

_ Mr. Stusser. We are supposed to maintain a 20 percent gap. It 
is about 40 percent now. 

Mr. Yarrs. That is the law? 

Mr. Suusser. Yes. 

Mr. Yarrs. So the highest rental could never be less than 20 
percent below the comparable rental for private housing? 

Mr. Stusser. Of like kind, yes. 

Mr. Yares. Can you have an identity of operating conditions 
etWeen any two projects. Is that theoretically possible? 
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Mr. Suiusser. An identity of operating conditions between two 
projects? 

Mr. Yates. Any two projects. If you started two projects along 
side of each other,on the same day, at the same town, with the 
same manager and the same overall control, you might have ap 
identity of operating conditions, but where you have two different 
managers, don’t you then subject the projects to variations that may 
cause differences in income and in expenses? ; 

Mr. Suusser. Yes. 

Mr. Yates. Isn’t it true in private industry as well? 

Mr. Stusser. Yes. 

Mr. Yates. Weren’t you in the real-estate business before you 
became mayor of Akron, Ohio? Couldn’t your costs differ for differ. 
ent properties you had even though you operate them yourself as a 
single manager? 

Mr. Stusser. Age, various conditions, location of the community 
all affect them, yes. 

Mr. Yarss. So that when public housing projects have different 
expenses as a result of a dissimilarity in conditions, it is no different 
than private properties, is it, in that respect? 


ENFORCEMENT OF GWINN AMENDMENT BY LOCAL AUTHORITIES 


Mr. Stussser. No, as far as the building is concerned and the loca- 
tion. All of those things will affect the property. 

Mr. Yarss. The city of Chicago is now trying to get some projects 
under the Housing Act of 1954 and you are negotiating with them 
at the present time? 

Mr. Stusser. That is right. 

Mr. Yates. One of the subjects for discussion is the so-called 
Gwinn rider which provided, which required that 

Mr. Stusser. They file affidavits 

Mr. Yares. Of not belonging to any organization on the Attorney 
General’s list. Have you found that this particular amendment 
cannot be enforced in certain States? 

Mr. Stusser. Yes, it is challenged. It was challenged in New 
York. 

Mr. Yates. It was challenged in Illinois, was it not? 

Mr. Stusser. Yes. The Supreme Court of Illinois held it was 
unconstitutional. Just today I was told that the Supreme Court of 
Wisconsin held likewise but on a different point of law? I am nota 
lawyer, I do not understand it. 

Mr. Yares. In connection with your negotiations with different 
communities under the Housing Act of 1954, you are still requiring 
the communities to enforce the Gwinn amendment? 

Mr. Stusser. Part of the Federal statute required 

Mr. Yares. Even though it may be unconstitutional under the laws 
of the home State? 

Mr. Stusser. That is right. 
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EFFECT OF MANAGEMENT ON ECONOMICAL OPERATING COSTS OF LOCAL 
HOUSING AUTHORITIES 


Mr. Puiturps. I wonder if you underestimate the importance of 
management on the operating costs of local housing authorities. The 
committee will remember that we went into this in connection with 
the veterans’ hospitals in which by eliminating all other factors, costs 
of the hospital came down to the influence of the manager on economi- 
cal management, or lack of it. Is that not the same thing with these 
large housing projects where a good manager as opposed to a manager 
who is not so good would make some of the difference indicated on 
these sheets? 

Mr. Stusser. I think that is true, Mr. Phillips. 


CONTROL EXERCISED OVER BUDGETS OF LOCAL HOUSING AUTHORITIES 


Mr. Paruurps. Does that imply that the Federal Government does 
not have a control of some kind over that? 

Mr. StusseR. We have a control. Our relationship with local 
authorities is totally through fiscal control, as they submit their 
budgets. They submit their budgets 90 days ahead of each fiscal 
year. Then we send it back to them and they have 45 days in which 
toreturn it. We are in a controversy with the local housing authori- 
ties about one of the things. We have put a provision in our present 
contract calling for a qualified budget approval instead of canceling 
the entire budget and sending it back as disallowed. We rule out an 
item and put a figure in there which may have been in last year’s 
budget and until the dispute is over, they will operate on that figure. 

They want either an unqualified budget or a disapproved budget. 
That is getting into the heart of what you gentlemen are just talking 
about. We are reaching into their management experience and as I 
told you I spent the sum of $15,000 to get together some unit costs to 
give me the basis to answer the question Mr. Thomas has been asking 
me: Why the difference in these things? You find variances within 
the town. It does not mean that they are overpaying managers. 
Their managers of each project may be on a comparable level but it 
may be the physical conditions that exist there that may be costing 
more, such things as utilities, not the proper installation, or something 
of that nature. That is what we are trying to reach and find out. 
To get that basis, that is the thing we asked you for here at the budget 
hearings in the spring when we asked you to allow us enough money 
to put a budget analyst in each field office to go over these budgets so 
we have a trained person that is going to study management opera- 
tions and get these things nearer to a unified operation, or as near as 
is physically possible or humanly possible to do. 

lhere are great variances in different housing authorities in different 
locations. 

Mr. Puttuies. You have omitted two major factors, in my mind: 
the percentage of occupancy. 

Mr. Stusser. That is very good. We drove on that last year. 
That is part of where we picked up this $1,050,000. We are up to 
98 percent. That allows 2 percent for turnover and repairs of the 
fooms until they can get a new tenant in. 
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Mr. Puiuurrs. And a failure on the part of the manager to investi. 
gate the income of his tenants. 


(Discussion off the record.) 


FISCAL AUDITS OF LOCAL HOUSING AUTHORITIES 


Mr. Siusser. We are moving now at the rate of 18 months on these 
fiscal audits. We are supposed to do it yearly but we just can’t keep 
up with it. Our staff has been cut down, cut down; there have been 
more projects coming in and coming in and it has handicapped them 
in that sense but we hope to get back on the track with it. 


ANNUAL CONTRIBUTION BY PROJECT 


Mr. Tuomas. I wonder if you will be good enough, Mr. Slusser, to 
take your tables here that you have set out listing these projects 
32,000 units, and revise each one of these tables and give this addi- 
tional information. In your first column, identify your project by 
number. Add here your construction date in a column in addition 
to the information where you have project number, location, number 
of units, fixed contribution, reduction of annual contribution, and 
annual contribution. 

So you are going to add another column showing the date of con- 
struction for each one of them. 

Number two, insert a column of your construction cost. 

Mr. Stusser. Total cost, land acquisition—the total cost. 

Mr. Tuomas. Number three, the utilities cost. These other items 
on annual contribution are on a yearly basis so that these will be the 
same thing here. They are on a yearly basis too. 

Four, your total repair cost for each one of the projects on an annual 
basis. 

Five, total salaries at the local level. 

Mr. Yates. Don’t you want the total receipts, too? 

Mr. Tuomas. That is right; that is not in here. 

Next column, six, total receipts. That is six more columns there. 
That will give us a complete picture. You get location, date of 
construction, construction cost, number of units, total receipts, contri- 
bution, salaries and expenses, utility cost, and maintenance. 

Mr. Yates. That covers what, 302,000 units? 

Mr. Tuomas. They have already got them set out here. 

Mr. Pures. Do you want to put down the annual loss? 

Mr. Tuomas. That is in the total contribution for the year. 

Mr. Rurrner. Might I say, that will involve tabulation of about 
2,500 different budgets. It is roughly equivalent of making up one 
of our annual contributions estimates. It will take us 3 or 4 weeks 
to do it. 

Mr. Yates. Why not have him do it for the next hearings next 
spring? You won’t be able to get a supplemental through. 

Mr. Tuomas. If he does it now, it will be the same thing for the 
next year. ' 

Mr. Yates. That’s right. He is going to have to drop everything 
else. 

Mr. Tuomas. It will be the end of the fiscal year 1955. 

Mr. Rurrner. I am right now in process of preparing a statement 
for the fiscal 1957 and we are pulling the 1956 budgets. 
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Mr. Tuomas. In other words, you won’t have time to get into this 
record this information. 

Mr. Rurrner. I will be very happy to supply data on 1956 and 
1957 operations in the forthcoming budget for fiscal year 1957. 

Mr. Tuomas. Fine. For this year we will insert the tables starting 


on page 9. 
mm (The tables are as follows:) 
ceep 


Deen Revised annual contribution estimate for fiscal year 1956 
hem PROJECTS HAVING FISCAL YEAR ENDING SEPT. 30—PUBLIC LAW 171 


Amount 
available Annual 
Fixed con-| for reduc- | contribu- 
tribution tion of tion re- 
annual con-| quirements 
tribution 


$4, 410 $32, 140 
695 25, 885 

( 2, 837 32, 734 
Cordova . ‘ 16, 089 
0 Sa 28, 490 
Florence | 82, 229 
Fort Payne 28, 168 
TS Ee 7 , 178 73, 011 
Phenix City . ,e 54, 649 
23, 424 
ARIZ 3-2 Glendale 15, 281 
ARIE O78. ~-deacdmarewns Rh oS vegan Walaa ( 34 11, 445 
iis 4, O00. cncdeesesaaans é Q 109, 924 
53, 390 
0 
ATE: Werk, Biccdncusushuedene * 50, 170 
ARK 3-2 ee OS 5 30, 030 
ARK 4-4, 5, 6, 7, 8-- OOS 2 =a ‘ 7! 349, 070 
ARK 2-2 ..--------......| North Little Rock 33 3, 8 28, 201 
ABM 16-1, 2... cccdcnusccd ce) IE « seehbaonnens choc 51, 1§ 5 46, 508 
CAL 34-1... aw 40, 190 34, 069 
CAL 23-1_...- 43,045 18, 691 24, 354 
CAL 31-1 £ 86, 060 41, 458 44, 602 
CAL ; Richmond 2 99, 540 16,014 83, 526 
CAL 19-3, 4. 5, 6, 7 San Bernardino 227, 634 21, 750 205, 884 
CAL 1-5, 10, 11, 15, 16, 17___] San Francisco a 557, 352 231, 294 326, 058 
CAL San Joaquin 144, 055 32, 731 111, 324 
CAL oe 5 Stanislaus County___-----_- 86, 500 34, 526 51, 974 
{ baeoa Pe! § 299, 660 90, 091 209, 589 
CONN 13-1.....-.- é .| East Hartford 49, 871 | 18, 714 31, 157 
OUNN §-2. un nudteaceaea New Britain.--...-.-- 2 73, 910 31, 509 42, 401 
CONN 4-6......... --| New Haven ‘ 101, 150 4, 350 96, 800 
FLA 18-1, 2... Panama City 72, 020 64, 227 
iA 62-1 through 9- Americus. ---.------- } 94, 824 92, 872 
alginate he Bainbridge 42,610 | 42,610 
Cedartown ‘i 55, 370 ee. 55, 370 

Cochran 0 | 25, 280 

Cordele 77, 630 , 67% 61, 957 

Dawson . { 30, 120 descr’ 30, 120 
eee 73, 705 33, 57 40, 131 

Elberton 40, 325 40, 285 

Fitzgerald ‘ 45, 019 7 44, 997 

Gainesville Th OOP ticccce 77, 590 

Griffin. _...- ase atanabands ae | 74, 750 58, 621 

Hawkinsville 56 22, 880 22, 880 

28, 211 28, 211 
tA 10-3, ; DNIINS o..  k omnes eat | 96, 610 36, 237 60, 373 
GA 60-1, 2, 3, 4.... SS eae 95, 934 27, 753 68, 181 
GA 24-1, 2, 3, Thomasville 85, 621 7, 034 | 78, 587 
GA 101-1, 2, 3, Tifton. 7 43, 874 38, 928 
IDA 2-] Nampa. . 27, 535 27, 535 
TLL 49-1, 2.022... Calhoun County 13, 775 13, 371 
ILL 38-1 Christian County 28, 490 542 23, 947 
ILL 31-1 De Witt County 7 30, 610 30, 610 
TLL 40-1 _. Logan County___......-__- 43, 100 ‘ 40, 537 
ILL 47-5 Macoupin County 9,073 359 8, 714 
ILL 48-1. Perry County 5 11, 069 10, 648 
or 18-2, 3. Rock Island 68, 045 23, 543 
Re 36-1, 2, 3... Vermilion County 35, 863 35, 863 
4L 32-1 Whiteside County 55, 095 33, ; 21,714 
“ Yr Pe esaauid 68, 006 , 55, 588 
OO ee 30, 821 ‘ 27, 373 


Num- 
Project No. Location ber of 
units 
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Revised annual contribution estimate for fiscal year 1955—Continued 
PROJECTS HAVING FISCAL YEAR ENDING SEPT. 30—PUBLIC LAW 171—Continueg 


Project No. 


Location 





MINN 2-1 

MINN 1-1, 2_......-.. 
MISS 5+4, 5, 6......--- 
ion 60- 1, 2.. 


NC 10-3, 4, 5, 6, 7,8, 11..-- 


NC 11-1, 2 inde 
NC 12-2, 3, 4, 5, 6-- 
PA 6-6, 7, 8, 9, 10, 12_. 


SC 12- 1 through 8. 
SC 7-2, 3__-- y 

SC 1-8, 9 

SC 11- 1,2 


SC 3+ 
TEN! 
TEN! 
TEN! 
N 
N 


#5 
i 
1 


3. 
N 
N 
N 
TENN 
TENN 
TENN 
TENN 
TENN 
TENN 
TENN 
TENN 


TEX 124- A eee 
TEX 74-1... 
TEX 290-1, 2--.- 
TEX 37-1, 2, 3- 
TEX 73-1--- 
TEX 49-1, 2 
TEX 
Tie 4e-1.......-<-- 5 
TEX 25-1-. 


Bia eee a. 2. | 


NE ia ictscnitonrioetees 


Oakdale 
Rayne. 
Shreveport 


| Hagerstown 


| Medford 
| Worcester-___--._- 


Albion 


| Benton Harbor.............- 
| Duluth 


Hibbing 
Minneapolis 


Biloxi 
Brookhaven 
Clarksdale 


Manchester 


Hackensack 
Hoboken 
Lodi 4 


Woodbridge 
Mechanicsville 
Tarrytown 
Tuckahoe 
Asheville 
Concord 


7 (=.Ceroline 


Reg HA 

Fayetteville 
Greensboro 

Winston Salem 
Allegheny County 
Seranton ___- 
Washington County. 


Abbeville 
Aiken. 
Charleston 
Laurens 
Spartansburg 


|} Athens 


Clarksville 
Etowah_ <n 
Favetteville 
Jackson_ 

Johnson City 

La Follette 
Nashville 
Pulaski 

Trenton 
Tullahoma_- 
Alamo 

Canyon. 

Ciseo 

Commerce 
Corpus Christi_-- 
Corsicana. 
Denison_...----- 
TREE tibiwncocee 


| Killeen__---- 


Knox City 
Luling - - 
Mercedes 
Orange... - -- 
Pharr 


..| Pittsburg. -- ci 
i I co.5 ona we cede 





Ranger-__.-- 


; | San Benito-_- Le 


TR sn 


PI i i Se 





Num- 
ber of 
units 





Fixed con- 
tribution 


$650, 
380, 
23, 
25, 
129, 
121, 
80, 
114, 
79, 
274, 
45, 
75, 
91, 
42, 
85, 
358, 


210 
290 
450 
360 
850 
530 
043 
568 
551 
015 
340 
560 
317 
810 
610 
653 


82, 375 


43, 


999 


13, 392 


340, 
208, 
52, 
76, 
379, 


286 
223 
090 
248 
110 


56, 890 


51, 
60, 


66, 


33, 


36, 


50, 


965 
817 
046 
209 
290 
488 


137, 020 


31, 


140 


117, 616 


142, 


282, 


435, 
248, 
222, 
146, 
111, 
43. 
43, 
117, 
39, 
151, 
31, 

, 820 
19, 

76, 
158, 
121, 
38, 

1, 265, 
47, 

15, 55 

45, 

10, 

6, 

16, 

25, 

77, 

69, 
67, 

15, 

25, 

10, 

24, 

39, 
107, 
28, 

20, 
104, 
15, 

33, 


79 


515 
458 
320 
030 
805 
268 
519 
903 
990 
275 
400 
510 
910 


890 
071 
102 
080 
671 
972 
864 
4 
249 
220 
098 
040 
505 
998 
590 
380 
625 
040 
319 
565 
091 
885 
111 
591 
360 
390 
720 








ee _ 


Amount 
available 
for reduc- | contribu. 
tion of tion re- 
annual con-|quirements 
tribution 


Annual! 


-_—— 


$417, 445 
273, 055 
23, 450 
25, 360 
63, O78 


$232, 765 
107, 235 


66, 772 
37, 575 83, 955 
19, 104 60, 939 
55, 401 59, 167 
12, 007 67, 544 
43, 183 230, 832 
7, 045 38, 205 
24, 435 51, 125 
27, 513 63, 804 
9, 154 33, 656 
44, 023 41, 587 
120, 485 238, 168 
43, 838 38, 537 
330 43, 669 

4, 418 8, 974 
121, 813 218, 475 
12, 847 195, 376 
18, 750 33, 340 
26, 666 49, 582 
124, 278 254, 832 
19, 777 37, 113 
2, 001 49, 964 
14, 671 46, 146 
32, 109 33, 937 
11, 389 21,820 
10, 135 26, 155 
13, 540 36, 948 
137, 020 

31, 140 


103, 228 


113, 324 
234, 015 
331, 367 
210, 533 
169, 309 
99, 342 
62, 057 
43, 93 
43, 990 
, 921 92, 34 
73 39, 327 

9, 887 131, 623 
31, 910 
710 53, 110 
, 403 18, 487 

, 290 | 68, 781 
161 | 139, 41 
5, 384 105, 696 
| 38, 671 
7, 427 1, 158, 545 
47, &h4 
15, 554 
, 989 36, 260 
10, 22) 
940 5, 188 
, 724 14, 316 
95, 5h 
42, 044 35, 954 
69, 590 
59, 499 
15, 625 
3, 676 21, 34 
28 10, 291 

24, 568 
39, 001 
6, 658 
98, 111 
20, 591 
73, 773 
15, 36 
33, 72) 


103, 953 
37, 497 
53, 496 
46. 926 
49, 462 


7, 881 





21, 232 


~ 30, 587 








| 
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Revised annual contribution estimate for fiscal year 1955—Continued 


PROJECTS HAVING FISCAL YEAR ENDING SEPT. 30—PUBLIC LAW 171—Continued 


| | 
| Amount 
y ble | Annual 
Num- availa J § 
erat | Fixed con-| for reduc- | contribu- 
units tribution tionof | tion re- 
annual con-| quirements 
tribution 


Project No. Location 


J 5 ¢ $23, 460 |__- $23, 
Temple — j 41, 412 6 39, § 
F ‘ 55, 982 uy 48, Of 
Danville a f 83, 520 9, § 54, 28 
Uc wncdvswee ‘ U 87, 435 q : 
62, 586 
176, 500 
183, 745 
181, 720 
a ; 388, 492 
Richmond. .-.-.---- ; ‘ 906 383, 468 
Roanoke_- une 280, 990 
Menomonie. sink j j 30, 255 | 
Milwaukee----. 726 321, 847 
SS eee , 465, 160 
Subtotal, PL-171, | ...-| 39, 281 | 16, 366, 352 | 
fiscal year ending | 
Sept. 30. 














9, 582 PROJECTS HAVING FISCAL YEAR ENDING DEC, 31I—PUBLIC LAW 171 











4, 832 
7, 113 . ; ee 7 : = ei 
ae ALA 85-1, : Calera. ___ a4 | $15, 151 5, 027 
th ALA 6 adie Carbon Hill 50 17, 537 ee , 537 
1 800 2,¢ | Dothan 240 76, 194 35, 1 , 073 
6. 155 Hamilton__- 40 ad 5, 028 
6 948 .| Jefferson County 142 56, 629 | 55, 170 
70) 7 : si | Luverne Te eee aan 36 13, 340 |..-- 3, 340 
1 140 ALA 95-1, 2...-.--- | Millport x 24 8, 949 |__ 3, 949 
. ALA 2-3_. mt ...-| Mobile 493 204, 801 3 4 59, 297 
)3, 228 ALA § De ee FE Co co oenamen aaa 24 9, 844 9, 774 
3, 304 ‘ Red Bay : 35 12, 998 ‘ 2, 998 
44,015 ai Selma __-| 300 115, 388 | 38 5, 900 
31 367 ALA Rica ciatns ..| Vernon ; son 14 5, 052 tte 5, 052 
10, 533 a Winfield _ 5 ; 32 548 ae _ 548 
59) 300 Maricopa Cc ounty 300 93, 180 | 16, 526 3, 654 
10) 949 Ct. e 9B, 10. Fresno ea 600 33, 523 69, 527 53, 996 
59) 87 CAL 4 14, ‘i, D1 Los Angeles._._...-.... 331 535, 660 169, 060 | 16, 600 
£3, 903 CAL 5-! alee Sacramento 400 27, 456 108, 909 8, 547 
43, 99) CAL 2 ‘esa pat n~isdenhasedccns 16 , 460 i 5, 460 
” 954 CAL o i _.....| Soledad 26 , 703 | 2, 548 7, 155 
2 397 COLO i-~D, 6.7, 8; 9, 30). 23...1 See ano. oc... sion 980 343, 632 500, 897 342, 735 
a1 6 CORO Sr 4 ieee cena cam asenh ROUEN tno ; 224 2, 795 | 34, 403 | 48, 392 
a1 910 ONN 3-4 iabne EES cn odacenkalocacsien 600 301, 537 2, 272 | 229, 265 
53 110 LA 13-4. __ _..| Key West- ee 117 | , 260 | , 505 | 26, 755 
18. 487 LA 1- ..-| Lakeland. --- ielbac aval hay 220 | , 820 | 38, 986 36, 834 
ee 23 BRIO. <sinsdvennaensnrotn 28 | SD Ebon naeidei , 274 


9944] ; L,: . --| Ashburn. .-- 56 9, 261 133 9, 128 
05 606 tA 117-1, : sie BE ain oe wance nn 2 38 3, 204 : 3, 204 
99 67] é | Cave Spring siete 20 , 890 |_--- , 890 
58. 545 . 3 -| Comer cthagohieme ecGwechannt 30 | 9, 507 nist iced 9, 507 
47. 864 sA 120-1, 2..-...- ..-| Commerce. - -- a 50 | , 013 | aoe , 013 
15, 554 } , sacs eel Cornelia. cecal ~ 25 8: 541 | aes 8 541 
36, 260 yA Te 4 ----| Danielsville--..--.--- en 30 , 085 |... eS , 085 
10,22) i y Pee 36 2, 316 | : at 2, 316 
5 8 yA LO-1, 2 i cbatcaceceacnccswscd 25 | 9, 307 | 3 | 9, 164 
. wseen~ | Hahira canis 16 5, 944 | : | 5, 944 

Lakeland - - eee 20 3, 854 52! 5, 329 
Lyons ener 50 , 875 | 323 | s, 552 
Nash ville - ; 115 | 3, 790 | 2, 490 | 300 
. 2” ee : ; 250 3, 565 9, 385 34,177 
-| Royston. --. oon Senna 54 9, 566 5, 557 
Screven County~_.....--- 14 | 5, 226 a 5, 226 
Sylvester. Z 60 9, 874 |__- 0, 874 
a 28 9, 531 : -| 9, 531 

| Bloomington _. 200 eae ; 1, 016 
Granite City_. 300 31, 050 , 126 ; 921 
Madison County- 484 | 7, 582 | 3, 58% 34, 000 
Montgomery County-_.--- 125 "55, 664 8, 66 47, 000 
Peoria Siiecwares 514 235, 285 91, 78! 143, 500 
Saline County Peseta 150 59, 719 3, 119 53, 600 
Tazewell County | , 830 | , 52 40, 300 
Evansville. -....-.-.- _ 172 19, 276 17, 655 51, 621 
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Revised annual contribution estimate for fiscal year 1955—Continued 


PROJECTS HAVING FISCAL YEAR ENDING DEC. 


Project No. 


M ASS 24-1 

MASS 16-1, 2 
MASS 28-1 

M ASS 7-3, 4.- 
MASS 17-1 

MICH 22-1_. 

MISS 64-1, 2 

MISS 67-1, 2-- 
MISS 63-1, 2_- 

MO 2-2, 3, 5__- Ee< 
NEBR 1-3, 4, 5_--- 
Ee seks whe noes 
NJ 10-3, 4_- 

NJ 13-1, 2--- 


ars 


Location 


Kokomo 
Louisville 
Maysville. 
Somerset 
Abbeville_- 
Bossier City 
Lake Arthur 
Brockton. 
Chelsea 
Framingham 
New Bedford 
Taunton 
Alpena... 
Bay St. 


Louis 


| Richton 


Yazoo City. 
Kansas City 
Omaha... 
Las Vegas. -- 
Camden 


| Passaic 


Plainfield 
Trenton 


| New York City 


> 16-1, 2,3 
ORE 7 
ORE 
ORE f 


es 
| 


Water town... 
Durham 
Kinston._- 
New Bern.--- 
Rocky Mount 


| Salisbury- 


Athena_-_-- neem 
Lincoln C ounty. eee. 
oe. eu 

Easton__- 


| Harrisburg-- 


PA 21-1, 2. 
PA 12-3, 4.. 
PA 1-8 

RI 3-2. 


SC 8 2A, 2B, 3 through 10, 
13 through 36. 


TENN 4-3, 4._.._-_-- 
TENN 19-1, 
TENN 1 16-1, 
TEX 1-4, 5, 6 


9 
“ 

9 
“ 


TEX 105-1 ...... 
cor S$. oS Sees 
Tia Omi. ....-- 

TEX 43... 

TEX 81-1, 2__- 

TEX 102-1_-_-- 

TEX 113-1, 2, 3, 4- 

TEX 63-1 

TEX 6-4,7,8, 9, 10, 11, 12, 13_. 
TEX 87-1, 2, : 

TEX 


WASH 14- 


Johnstown _. 


__| Lyeoming County - 7 
| Montgomery County _-- 
| Pittsburgh 


Woonsocket. -_. 
Columbis. - 


| Greenville. 


do 


| Greer 


South Carolina Regional 
Housing Administration 
No. 1. 

Chattanooga 

Jefferson City - 

Sweetwater 

Austin _. 


| Brownsville 


Crystal City 
Dallas. - -- 


-a0 . easteane 
Fort Worth__-- 
Gonzales 
McGregor-- 


| Orange C ounty ’ é 
| Overton_- 


San Antonio-- / 
San Marcos_----- 
| aa 
Texas City.....--- 
Alexandria ae 
Asotin County-.--- 
Grant County -- 





WASH I18- 
WISC 8-1 


Grays Harbor-_-- 
South Milwaukee- -- 


Num- 
| ber of | 


Y 
j 
| 
| 
| 
| 


units | 





Fixed con- 
tribution 





, 181, 880 | 
, 580, 003 


30—PUBLIC LAW 171—Continueg 


Amount 

available | 
| for reduc- 

tion of 
annual con-| 
tribution | 


A nnual 
contribu 
tion re- 
quirement 


$10, 
646, 
48, 


705 
741 
41, 530 
27, 174 
51, 076 | 
10, 904 
45, 630 
93, 990 
63, 404 | 
230, 584 | 
67,010 | 
22, 847 
15, 104 | 
7, 552 | 
38, 246 
438, 270 
312, 430 | 
39, 255 
303, 510 
248, 032 
70, 290 
264, 348 
682, 920 | 


ee 5 


210 |_- 
| 12, 


248, (0 

54, 939 
170, 4 
485, 20 
643, 0 
140, 70 
R31, 400 


15, § 
93, 868 
197, 720 
537, 980 
439, 303 
144, 251 
114, 328 } 
25, 506 | 
39, 459 
23, 995 | 
13, 289 | 
28, 639 


975, 651 
322, 378 
105, 106 
174, 938 
94, 770 
93, 006 
101, 460 
67, 670 14, 160 
8, 315 308 
oe 1. - 25.2, 
11, 945 | 797 
102, 650 21, 244 
300, 173 120, 005 
170, 017 39, 326 
53, 600 14, 121 
82, 423 | 26, 802 
270, 240 43, 032 
159. 275 
249, 940 
155, 971 
120, 509 
23, 057 
273, 307 


130, 691 
39, 479 
55, 621 
227, 208 
159, 275 
29, 540 220, 400 
15, 171 
35, 614 


"33, 707 





333, 188 
12, 448 
14, 619 

187, 704 

107, 345 
12, 177 

438, 846 

254, 720 

106, 550 
18, 035 
13, 368 
46, 230 

9, 754 

842, 668 
18, 703 
47, 850 
15, 235 
76, 418 
20, 817 

7, 896 
45, 332 
26, 885 


; 120, ‘i 


12,8 








69, 912 
18, 035 


Wis 
VI-1 
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Revised annual contribution estimate for fiscal year 1955—Continued 
pROJECTS HAVING FISCAL YEAR ENDING DEC. 30—PUBLIC LAW 171—Continued 


Amount 
available Annual 
Fixed con-| for reduc- | contribu- 
tribution tion of tion re- 
annual con-| quirements 
tribution 


. Num- 
Project No. Location ber of 
units 


Superior 200 $105, 908 $33, 320 $72,! 
Virgin Islands..........sess0 350 181, 257 46, 777 134, 4 
Subtotal, Public Law 43, 235 | 18, 600, 509 4, 807, 896 13, 792, 612 
171, fiscal year end- 
ing Dee. 31. 


—_—_—_———- 


PROJECTS HAVING FISCAL YEAR ENDING MAR. 31—PUBLIC LAW 171 


ata 46-2, 8,4 8.5... RUTRIIGR ....s is cectscuccae . 434 $160, 403 “_s 271 
ALA 81-1. .....- Bear Creek 2, 226 ‘ 
Bee 0-4. Se ccccee Columbia 6, 092 “549 
ALA 94-1, 2.......----------] Georgiana t 21,874 5, 678 
ALA 56-1, 2 UTR a atceenedebe 25, 907 1, 820 
= A 76-1 -. ‘ Hackelburg , 872 saudi 
Huntsville 5 51, 885 67, 998 
eee (-cisee cine 26} , O80 22, 828 
: ; slanted ate ROR oars Sahnineusemet 33, 605 921 
MN m ALA 68-1, 2...-.....-_.._._.] Sheffield 35, 597 5, 410 
54, Wy Be scsi EL... cenecnceckeede 53, 140 40, 745 
70, $8 Union Springs - - f 9, 258 2, 881 
So ; WORN scacuecnsence 170 | 1, 589 
8, OO ARK  ccipineib oir n suland oly ier 21, 993 3, 702 
140, 70 i JN ono aka cciciasccca 31, 150 8, 273 
S140 BE CAL Ns bs Oiclancore need Aan chsccwswenenncs 7 8, 851 aan 
208, OM CAL 25-1 _. GET A UROMRe. cont ecwavcccscese 35, 395 9, 682 
Lb ee CAT, 28 through 1 11_.__..._| Fresno_- casemate d , 060 2, 268 
138, 479 OAT 47-8... _....-| Imperial County_.-___---- f 575 365 
ayy oN UAE S08 « cc ccuitte<cccsnaaswh DRONE CIOEN nccnninncns ; 7, 708 566 
CAL 45-1. __ San Pablo__. 32, 516 3, 957 
CAL 48-1 Sutter County , 036 2, 169 
CONN 2-2 ; South Norwalk. .......---- 5, 878 35, 833 
2 19% CONN 18-1 Norwich 37, 778 9, 025 
1, DEL 1-3, 4 Wilmington 38, 420 55, 899 
po FLA 26-1, 2 Bartow 33, 404 7, 611 
oie PLA 23- 4a ee .| Bradenton 37, 661 | 1, 027 
20, 691 Brevard County 29, 553 275 
Se sackeonvilie...........-....... : 85, 165 29, 545 
Re’ BOI a2 17, 486 3, 388 
oa TE m4 110, 111 44, 692 
+50 973 A 4 sia is Renn EE Dc ganeeeckeneaand 76, 504 25, 198 
ie UA 6-4, | PIE... ccccnensces 64, 269 41, 494 
140, ai Sarasota 30, 484 86 
84, 80g Ao Tampa . f 630, 721 238, 770 
ok ME A 23-1, 2 PE xcnbeannnscmenees 11, 007 2, 082 
920 6 uA 23-3, iWedipiees Albany 93, 860 27, 463 
-" ; EEE 8, 816 1, 002 
89, 669 32 
om og OA 71-1, 3,3, 4 Baxle = 
272,81 MM GA 134-1, .| Blacks! ‘ 11, 852 1, 800 
_ GA 114-1, 2. Ss ¢ f 29, 486 6, 296 
GA 91-1 through 6 46, 395 2, 948 
GA 119-1 j 25, 195 2, 528 
GA 96-1 Kae 6 -| Camilla. -- 42, 785 . 
GA 68- 1, 2. .| Cartersville wins 41, 225 2, 357 | 
20 rr aA 1 Doerun ts 6, 608 20 
* "69,912 ( ‘ 43, 523 1, 343 
18. 088 A 1de-l, 3 .-| Glennville 19, 605 5, 616 
12. &8 JA loi-l, 4 CO eee 24,415 5, 060 
A «i cnccbeeheenmes 146, 495 12, 745 
Lee County 16, 841 559 
’ 34, 899 2, 627 
St. Marys : 11, 521 2, 336 
196, 898 69, 395 
Statesboro 35, 384 8, 348 
Stewart County f 18, 234 1, 306 
Swainsboro ‘ 34, 505 2, 736 
31, 377 1, 169 
102, 035 16, 673 
Chambaign County 58, 812 20, 707 
Chicago Heights 87, 630 2, 814 
Danville 115, 150 28, 894 
26, 847 45 
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Revised annual contribution estimate for fiscal year 1955—Continued 


PROJECTS 


Pioject No. 






ILL 3: -1, 
7. : 10-: 2, 


MASS 2 
MASS 3-2, 3 
MASS 6- 3 Wes ipa 
MASS 10-2..--- 
MASS 23-1_--.--- 
MASS 14-1 
MASS 31-1------ 
MICH 5-1.---- 
MINN 7-L.-- 
MINN 6-1... 

Se 6s a eceewe 
MISS 3-3, 4.----- 
MISS 4-7, 8_- 
MISS 66-1, 2 - 
MONT 6-1, 2- 
NJ 7-3 

iJ 14-2,3 

IJ 38-1 
VJ 34-1, 2 
VJ 36-1 
IJ 16-2 
JJ 37-1 
ry reoe, ©... ai 
Pee, TD einen s 
NJ 25-1, 2...- 

VJ 

J 

TN 

TY 


21-2, 3-- 


6-2 


LA ZZee ZZ AZEEES: 


iC 3 

NC 

NC 

NC 17- 

NC 1-3, 4 sia 
ORE 3-1, 4, 5 
PA 11-2 

23-1. — 
27-1. Rei 
5-4 

2-13, 14, 18. 
2 


Been ne. 


N 6-3, 4 = 


gs4444 
me bey 
Vas 


q4 
1 os t 
a eme meg eZZaeee sy 
“I 


) 


> 
Ss 
7= 
os 
We 


I 


So 


5 
— 
Qo 


4, 9, 11, 13, 14... 


Location 


ze 


ON a 
| Rock Island County------- 

1 @¢. Clair County........---. 
| Saline County 


___.| Stephenson County---------| 


| Gary.---- 
New Albany 
Covington- - ---- 
i, a eres 
Henderson 
Madisonville_- 
Newport 

<..) Pee. os = 015 

| Paris 


Winchester_......-.---------| 


RON rod a te eaden 
ROO THUR cn cccccccecnse< 

| St. Martinsville.........-- ; 
Cumberland 
Frederick. . 


Cambridge 
Fall River 
| Lawrence - -- 
Lynn 
| Revere phooe 

__| Somerville - - 

..| Pontiac. ..- 
_| Virginia__- 
| Winona. 

Laurel. _-_- 
McComb City 

Meridian 

| Picayune 
Richland County 

| Asbury Park_-_------ 
Atlantic City- - 
Florence cake 


---"""| Garfield 


| Guttenberg. - - 
Harrison _- 
Irvington 
| Jersey City 
| Newark_- 
Orange- 
Paterson _- 
Perth Amboy. 
| Alamogorda 
| Port Chester-- 
_.| Charlotte - - - 
| Lumberton 
Raleigh. -- 
| Tarboro 
| Wilmington 
| Douglas County 
_.| Bethlehem : 
_.| Delaware County- 
| Huntington 
| McKeesport 
Philadelphia - - 
Newport 
_.| Pawtucket 
_.| Kingsport 
| Knoxville 
._._| Manchester 
_.| Murfreesboro 
| Union City - 
Archer-_-- 
Ballinger 
Bay City 
Beaumont. --- 
Bells 
_.| Borger_.---- 
| Bridgeport 
Bryan.... Se aaa aetaen 
___.| Burkburnett__.-.------- sata 





RRR i.e ceon cnt eeee 





Num- 
ber of 
units 





Fixed con- 
tribution 


$33, 253 | 


24, 209 
421, 246 
25, 775 
63, 400 
218, 776 
174, 448 
190, 975 
31, 999 
73, 840 
25, 150 
158, 492 
174, 070 


35, 114 | 


38, 926 
32, 487 
57, 009 
20, 253 
73, 571 
28, 512 
1, 081, 372 
150, 125 
145, 755 
93, 686 
146, 842 
49, 795 
108, 100 
183, 420 
47, 730 
64, 610 
57, 660 
34, 290 
50, 075 
23, 374 
21, 463 
63, 414 
133, 220 
24, 213 
75, 475 
21, 434 
28, 684 
58, 835 
638, 729 
779, 494 
164, 135 
356, 201 
107, 980 
26, 977 
59,815 
247, 220 
48, 800 
55, 355 
28, 145 
168, 940 
26, 135 
168, 249 
34, 740 
43, 010 
89, 306 
544, 412 
34, 460 
115, 285 
82, 650 
319, 143 
10, 750 
75, 655 
61, 310 
4, 080 
16, 120 
34, 090 
140,115 
3, 280 
55, 910 
6, 360 
34, 421 
16, 937 


Amount 
available 
for reduc- 

tion of 
annual con-| 
tribution | 


$1, 808 | 
3, 358 | 
100, 342 
1, 723 | 
25, 478 
78, 894 | 
77, 465 
77, 933 | 


56, 949 
64, 559 | 
3, 049 | 
16 
4, 490 | 
7, 188 | 
4, 813 
1, 483 
58 
196, 550 
27, 861 
19, 790 
17, 681 
30, 662 
3, 776 


32, 992 | 
6, 423 
11, 037 | 
5, 459 | 
6, 504 
17, 356 
32, 983 
17 
567 
44 
2, 405 | 
4,011 
189, 689 
131, 331 | 
30, 040 | 
96, 650 
39, 007 | 
2, 873 | 
12, 789 
75, 184 | 





10, 


5, 239 
878 
29, 583 
18, 832 
77, 912 | 
1, 326 | 
1,055 | 
50, 885 | 
130, 438 
17, 05 7 | 
23, 276 
28, 458 
87, 041 
1,415 
6, 931 
ae 301 


10, 18 2 
31, 





| 
| 
| 
5 | 
4 
| 


HAVING FISCAL YEAR ENDING MAR, 31—PUBLIC LAW 171—Continued 


Annual 

contribu- 

tion re- 
quirements 


$31, 445 
20, 85] 
320, 94 
24, 052 
37,92 
139, && 
96, O83 
113,042 
31, 57 
73, $4 
95 », 110 
101 53 
109, 511 
32, 065 
38, 910 
27, 987 
49, 821 
15, 44 
72, 0&8 
28, 434 
884, 822 
122, 24 
125, 965 
76, 005 
116, 18 
46, 019 
103, 148 
128, 8% 
7,730 
63, 191 
24, 668 
27, 867 
39, 038 
17, 915 
14, 959 
46, 058 
100, 237 
24, 195 
64, OS 
21,30) 
26, 279 
54, 824 
449, (40 
648, 163 
134, 095 
250, S51 
68, 973 
24, 104 
47, 0% 
172, 09 
48, 8) 
50, 116 
2, BI 
139, 357 
7,38 
90, 337 
33, 414 
41, 955 
38, 421 
413, 974 
17,48 
92, 009 
54, 192 
232, 102 
9, 335 
68, 724 
59, 000 
4,08) 
16,45 
23, #8 
108, 5 

2,87 
38, 2 
6, 
27, is] 


13,102 


$1333 3333 333393333333553353 
SO a eg eg ed ed ed es est sts ot ee 


——— 


$31, 445 
20, 851 
320, H4 
24, 052 
37,92 
139, 8% 
96, 983 
113, 042 
31,57 
73, 84 
25, 110 
101, 58 
109, 511 
32, 065 
38, 910 
27, 07 
49, 82 
15, 44 
72, O88 
28, 44 
884, 822 
122, 24 
125, 965 
76, 005 
116, 18 
46, 019 
103, 148 
128, 83 
47,730 
63, 191 
24, 648 
27, 867 
39, 038 
17, 915 
14, 959 
46, 058 
100, 237 
24, 1% 
64, OS 
21,30 
26, 279 
54, 824 
449, 040 
648, 163 


1: 


172, 
48, 8) 
50, 116 
7, i 

139, 357 

7,38 
0, 337 
33,414 
41, 955 
38, 421 

413, 974 

17,46 
92, 08 
54, 192 

232, 102 

Q, 335 
68, T4 
59, 000 

4, (8) 
16,045 
23, 98 
108, Sf 

2,878 
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Revised annual contribution estimate for fiscal year 1955—Continued 


Project No. 


‘X 92-1. 
1X 100-1R 
(19). as 


Subtotal, Public Law 
171, fiscal year end- 
ing Mar. 31. 





Edinburg. ------ 
Edna 


Harlingen 
Henrietta 


Kingsville 

Ladonia 

Leonard 

ee 
New Boston 
Paducah _____.- 
Pottsboro 

Rockwall. - -_- 
Savoy... 
ViCUTMS....<.+.- Soe 
Waelder. iresis 
Wichita Falls_. 


Wolfe City.......-...------ 


Bristol _- 
Hopewell 
Kelso 
Anchorage - - 


| San Juan... 


Num- 
ber of 


units | tribution 


40 
20 
10 | 
100 
30 
660 | 
150 
30 i 
348 | 
92 
18 
16 
14 
50 
30 
10 | 
14 4, 200 
6 1, 952 
130 39, 152 
18 7,073 
500 179, 
18 5, 680 
140 73, 071 
100 38, 260 
: 50 
--| 325 | 
2,610 | 


6, 160 


36, 800 


10, 400 
118, 874 
36, 355 
5, 600 
5, 200 


5, 227 


“v0 





603, 514 


...--| 33,743 | 14, 962, 184 





| Fixed con- | 


Orr | 


21, 732 | 
213, 850 | 


| 


Amount 

| available 

for reduc- 
tion of 


PROJECTS HAVING FISCAL YEAR ENDING MAR. 31—PUBLIC LAW 171—Continued 


Annual 
contribu- 
tion re- 


| annual con-| quirements 


tribution 


$11, 840 |. 
3, 280 | 
10, 400 | 


241, 790 | 
44, 420 | 


6, 670 


26 


14, 640 | 
9,000 | 
3, 730 | 


105, 788 
26 
6, 474 


3, 325 


52, 097 
260, 100 


3,507 | 


3, 645, 931 


$11, 840 
6, 132 
3, 26 
36, 
10, 35: 

156, 7 
44, 4: 
9,2 


29, 685 


5, 
3, 
14, 
9, 
1, 


3, 
1, 53% 
37, 


| 





PROJECTS HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC LAW 171 


ALA 104-1, 2 
ALA 48-1, 2, 3 
ALA 107-1, 2 
ALA 49-1, 2, 3, 4 
ALA 71-1 

ALA 87-1 

ALA 12-1, 2,3 
ALA 691 

ALA 79-1, 2...____ 
ALA 63-1 

ALA 60-1, 2 

ALA 90-1 


® ALA 66-1 


ALA 65-1, 2 
ALA 60-1, 2 
ALA 57-1, 2 
ARIZ 6-2 

ARIZ 10-1, 
ARK 
‘Al 


9 


12-1, 2 


"AL 40-1 


Birmingham 
Boaz 


0 ee ee 
Cottonwood 


ee 
Guin 


Opelika 
Phil Campbell 
Reform 


Russellville 
Sylacauga 


Pinal County- 
Arkadelphia___- 
Calexico 

E] Centro-_-_- 
Holtville.__- 
Imperial. _.___-- 
Kern County_- 


County of Monterey ------- 


Needles - 

Port Hueneme 
Riverbank ---- 
Riverside_ _- (Zee 
San Buenaventura__- 
Wasco- 
Westmoreland. _- 
Yolo County. 
Greenwich _- 
Stamford __-__-_- 
Waterbury... 


$337, 930 
21, 310 
9, 910 

6, 776 
8, 250 
146, 378 
8, 950 
302, 410 
12, 756 
16, 384 
31, 239 
9, 490 


7, 525 


7, 716 


27, 652 
62, 165 
18, 528 
21, 168 
24, 044 
15, 985 
16, 000 

9, 855 


119, 320 
48, 
19, 716 
10, 960 
9, 940 
4, 827 

35, 540 


4, 320 
57, 
57, 994 

127, 570 








17, 060 | 


4,088 | 


799 | 


8 


182 
27, 033 
85 


18, 679 |___- 
13, 750 | 
53, 396 | 


18, 032 
5 


4, 498 


8, 084 |-- 


037 | 





159, 922 ' 


$125, 771 | 
10 


191 | 


39, 108 | 


3, 366 | 


$212, 159 
21, 300 
9, 902 

6, 585 
068 
345 
8, 865 
263, 302 
12, 756 
13, 915 
841 

9, 490 

, 679 

3, 750 
S94 

904 

, 587 

5, 057 
652 

, 130 
528 

, 168 

23, 650 
3, 840 
000 

9, 855 

, 074 
259 
767 
| 711 
6, 462 
6, 574 
3, 877 
14, 799 
8, O84 
4, 320 
51, 885 
50, 264 
117, 968 
139, 432 


8, 
119, 





30, 
19, 
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Revised annual contribution estimate for fiscal year 1955—Continued 
PROJECTS HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC LAW 171—Continueq 


Project No. 


69-1, 2, 3, 4...... 
eS Re css sicowads 


GA 

GA 

GA 7 ss 

GA 113-1, 2 

GA 98-1, 2.. 

GA 85-1, 2 

GA 102-1, 2._--- ; 

oS oy ee 

GA 97-1 e 

GA 100-1, 2, 3, 4, Wisc sasiiinendininnd 
GA 107- a 

GA 86-1 through 11 

GA 65-1, . 

ILL 2- ul, "3, 14, ‘15 iaiiaetiaeaehadediel 


ILL 14-2, 4, 6, 7, 9 
ILL 42-1. 
ILL 41-1, 2 


MASS 19-1... 
MICH 19-1 
MICH 25-1 
MICH 12-1... 
MICH 16-1 
MICH 1-8, 8A-- 
MICH 8-1, 2 
MICH 21-1 
MINN 5-1... 
MISS 65-1, 2._-- 
MISS 61-1, 2..--- 
MISS 72-2... 





Location 


Willimantic 

Cocoa - seine 
Daytona Beach-_-.- 
Miami Beach-- 
Sanford 

Adel 

Atlanta 

Brunswick 

Carrollton 

Clarksville 


Columbus.-.-.------ adele 
Dalton 

Dublin. 

Eastman 

Eatonton 

Greensboro 

Hartwell 

Hogansville 
eo. 


| Lawrenceville 


Monroe 

a 

Pelham 

Quitman 

Rockmart. 

Roswell = iictoinntit 

on ee paegiecial 
ccd 

Villa Rica 

Waynesboro 

West Point 

Chicago 


Joliet 


La Salle County 


| Mason County 


Massac County 
do 
Menard County- ------ 
Muncie 
Tell Cc ity 
Hopkinsv ille 


| Lexington. 


Middlesborough 


| Owensboro 


Richmond - - 
Church Point 
Eunice 

Gueydan 

Kaplan 

Mamou 

Marksville 

Monroe 

Morgan City---- 
Ville Platte ---.-- 
Welsh __- ” 
Fort Fairfie ch 


|} Van Buren-. 


Annapolis-.------ 
Baltimore 


_.| Northampton 


OE 
Woburn_--- 
Baraga 

Belding 


| Bessemer-.-_-.---- 


Bronson. 


__| Detroit 
| River Rouge 


South Lyon 
Chisholm. -- 
Boonville- -- 
Canton 
Corinth- -- 








Num- 
ber of 
units 





Fixed con- 
tribution 


$42, 650 
22, 497 
65, 510 
19. 830 
92, 990 
18, 903 

411, 180 
82, 310 
42, 279 
15, 261 

7, 734 

221, 285 
35, 240 
59, 292 


31, 346 | 
18, 080 | 


16, 581 
17, 760 
24, 218 
13, 300 
12, 983 
12, 170 
15, 947 
26, 330 
6, 562 
23, 347 
19, 609 
23, 120 
10, 382 
16, 758 
155, 408 
13, 077 
54, 773 
18, 550 
490, 090 
21, 653 
83, 750 
19, 920 
28, 060 
12, 252 
17, 120 
37, 780 
14, 360 
84, 199 
336, 085 
44, 074 
203, 684 
70, 672 
10, 720 
28, 400 
4, 260 
15, 300 
10, 480 
14, 920 
186, 430 
29, 151 
28, 291 
6, 578 
19, 382 
24, 919 
62, 758 
302, 976 
22, 670 
77, 400 
43, 810 
4, 640 
8, 680 
13, 920 
11, 600 
523, 232 
45, 365 
6, 640 
20, 485 
20, 784 
40, 030 
27, 697 


Amount 

available 

for reduc- 
tion of 


tribution 


$1, 623 
2, 537 
18, 186 
6, 242 
6, 019 
2, 035 
213, 574 


6, 720 


1, 272 





65, 381 
3, 900 
99 

119 

1, 272 


~ 16, 446 
25, 769 


“34, 508 





annual con- 


20, 740 | 
2, 250 | 
~ 51, 104 
3, 550° 








A nnual 
contribu. 
tion re. 
quirements 


a 


$41, 007 
19, G6 
47, 34 
13, 588 
86, 97] 
16, 868 


336, O85 
38, G4 
134,72 
56, 208 
9, 984 
28, 400 
3, 920 
15, 30 
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Revised annual contribution estimate for fiscal year 1955—Continued 
pROJECTS HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC LAW 171—Continued 


Amount 
available Annual 
nual molect I Fixed con- | for reduc- | contribu- 
ribu- Project NO. tribution tion of tion re- 
Nn fe- annual con-| quirements 
Ments tribution 


a | ee | a 


$41.07 MISS 62-1, 2 Holly Springs $19, 647 $4, 680 $14, 967 
1 on MISS 68-1, 2 Waynesboro f 16, 939 2, 172 , 767 
a “ MISS 591, 4 West Point 33, 990 137 33, 853 
wipe MONT 5-2- f 5 14, 583 14, 583 i 
8 on) MONT 42 24, 360 1, 360 3, 000 

york TH | 63, 418 17, 397 5, O21 

Bayonne j 214, 470 69, 679 791 

Borough of Highland 30 | 15, 652 1, 159 493 

Long Branch | 79, 929 11, 643 38, 286 

New Brunswick | 96, 288 25, 315 70, 973 

Phillipsburg § 57, 970 23, 030 . 940 

Princeton 372 haan , 372 

34, 045 3, 594 30, 451 

South Amboy : 34, 510 12, 047 22, 463 

Union City 5s , 990 44, 207 26, 783 

gg 27, 310 at 27, 310 

Albany , 901 $2, 499 38, 402 

Binghamton 50 | f 78, 825 1, 036 , 789 

| Buffalo é 239, 152 77, 061 52, 091 
Herkimer. ..----- sasataeenlitinial 27, 783 3, 127 , 656 

Plattsburg | 50 | 72, 235 19, 942 52, 293 

Saratoga Springs f , 932 10, 340 30, 592 

IN Chern ndinwmioamnas ‘ 3, 270 60, 503 2, 767 

ING cnawndaenqnéemnann é 250, 848 21, 559 229, 289 

Goldsboro j 10, 320 25, 090 85, 230 

Laurinburg é , 840 1, 667 21, 173 

Cleveland , 920 9, 762 , 158 

i 5, 760 1, 082 , 678 
57, 800 141, 974 5, 826 

78, 843 67, 083 , 760 

Fayette County 5 208, 510 50, 831 57, 679 

Mercer 366 35, 650 56, 906 8, 744 

Providence seks é , 440 90, 333 50, 107 

d 564, 246 227, 241 337, 005 

Gaffney 56 , 593 10, 440 39, 153 

Brownsville j 3, 542 23, 542 

Clinton : : 20, 276 9, 500 

, 592 ( 51, 678 
30, 738 "507 5, 231 
70, 297 118, 171 352, 126 
EE vise sa oenwine 14, 091 

Rockwood 8, 761  7$ 15, 971 

OE cmadenerasaesse ‘ , 600 975 8, 622 

Bonham 32, 140 32, 140 

Brownwood f 50, 710 d 50, 710 

Bryson 3, 400 36 3, 010 

Caldwell_- 13, 050 , 219 11, 831 
DaeinserGen............<<<- f 15, 800 06 14, 840 

Del Rio 26 38, 140 20, 959 

Eagle Pass 34, 855 34, 855 

Rican csnnnvens- saa8 16, 890 16, 890 

Ennis- Sealariintaaseuiecatimad g 25, 700 28, 606 

221, 164 169, 877 
20, 320 20, 312 

Gladewater { 23, 270 23, 270 

Hamilton 6, 550 6, 550 

Haskell f 15, 230 15, 230 

ee 5 21, 720 21, 720 

Henderson { 24, 970 24, 970 

Honey Grove 5 7, 533 7, 533 

r 4, 030 4,019 

Jefferson 5 16, 700 16, 700 

MeAllen li 58, 870 58, 870 

McKinney 32, 520 3, 64! 18, 875 

Mission _. 7 aoe ; ; 29, 080 a 29, 080 

Mundy é 9, 673 9, 188 

y 50 13, 910 ¢ 13, 391 

200 68, 087 66, 686 
45 13, 320 ; 13, 320 

Seymour 50 16, 020 1s, 020 

100 32, 100 . : 32, 100 
Waxahachie 104 35, 888 35, 440 
|”) 6 eee ‘ 16 5, 200 ; 5, 200 
Newport News 599 267, 412 128, 638 138, 77 
Portsmouth 400 | 181, 639 | 9, 731 171, 908 

| Clallam County 30 | 11, 441 8, 277 3, 164 


16, 868 
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Revised annual contribution estimate for fiscal year 1955—Continued 


PROJECTS HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC LAW 171—Continued 





Project No. 


Location 


| 


——. 


Amount 
available 
for reduc- | contriby- 
tion of tion re- 
annual con-/ quirements 
tribution 


J a Annual 
Num Fixed con- . 


ber of . 
units | tribution 





WASH 6-2 
WASH 14-1 
WASH 19-1 
WASH 12-1 


Pa ae, 9 992.4..<----.- P 

P R 3-14, 15, 19 through 26 
and 32. 

P R43, 4, 5, 6 


Subtotal, Public Law 
171, fiseal year end- 
ing June 30. 


Total, Public Law 171. 


Everett 

Grant County - - 
Kalama 
Kennewick 

King County - -- -- 
Washington, D. C 


$58, 332 
4, 920 

6, 594 
42, 840 
13, 733 
342, 426 
323, 702 
400, 210 


345, 020 
14, 136, 249 


251, 937 
349, 411 


220, 270 
10, 723, 063 





3, 413, 186 











64, 065, 204 | 15, 606,154 | 48, 459, 140 


SEPT. 30—PUBLIO LAW 671 





ARK 11,2,3... 
CAL 10-1, 2- 

CAL 19-1, 2. . 
CAL 1-1, 2, 3, 4, 8- 
CAL 21-1_-- 

ILL 15-1, 2-- 

ILL 18-1....-- 
BEREAN wea oscesiee 
ILL 22-1. --- 


Tucson- 


| Conwé ay- 
| Fort Smith_- 


Little Rock __- 
Richmond__-_. 
San Bernardino. 
San Francisco. 
Lompx oc- 
Madison County. 
Rock Island _- 


| East Moline_-_.- 
| Rockford __-- 


New Orleans-- 
St. Louis_- satis 
New York--.-..--- 


| Fayetteville 
| Clackamas County-..- 


Allegheny County- 
Westmoreland County-. 


| Corpus Christi_- 


Norfolk - -- 


|} Richmond... --_- 


Bremerton. ..----- 
Seattle 


Honolulu 


Subtotal, Public Law | 


671, fiscal year end- 
ing Sept. 30. 


| 





| 
52 
53 
160 
50 
170 
250 
200 
320 
, 741 
40 
116 
305 
97 
200 
500 
, 315 
360 
112 
200 
735 | 
146 
250 
230 
206 | 

600 
378 
140 


9, 016 


$7, 798 
9, 061 
29, 155 
7, 009 
25, 502 
40, 946 
26, 813 
53, 976 
260, 818 
6, 338 
21, 244 
31, 227 
12, 264 
31, 115 
109, 249 
246, 362 
88, 158 
12, 205 
22, 398 
153, 761 
27, 932 
24, 257 
38, 273 
55, 224 
54, 650 
52, 823 
19, 115 


1, 467, 673 


$5, 516 
5, 399 
17, 380 
6, 360 
15, 650 


180, 916 


11, 831 
(84, 919) 
(9, 110) 
(21, 525) 
63, 550 
170, 557 
88, 158 
10, 394 


69, 147 
15, 389 
12, 986 
23, 226 
55, 224 
54, 650 |-.-- 
30, 919 
16, 804 


21, 904 
2 31 


oe 845, 998 
737, 329 Git 53 











id 
tek 
a 


\ 


>>> 


he sd 
aw 
os beet 
~ 


X 


| 


~ 


QQ000Fr>> 
DeLee 


PP > > 
See 


\ 


~1¢ 


CAL 
COLO I. 1, 4 4 
CONN 3-4... 
FLA 11-2-__-. 
ILL 20-1- 


= 


MICH 4-1 


I i ones ere 


SAI Se aad os os ee 


Tarrant. 


a Los Angeles... -- 


do 


| Sacramento. .......-.- 


do 


a Upland. _- ‘ 


Denver 
Hartford __-- --- 


| Lakeland__.-_-_--- nei pee 


Moline-__-__- 
Holyoke 
Hamtramck 
Burlington 
Camden 
Trenton 


PROJECTS HAVING FISCAL YEAR ENDING DEC. 31—PUBLIC LAW 67 





$3, 427 


$8, 089 
(9, 172) 


27, 779 
6, 928 
415, 617 
188, 754 
37, 889 
34, 044 
14, 417 
30, 181 


102 
200 
52 
2, 858 
1, 541 
3,0 
168 
100 
348 
1, 000 | 
60 
184 
219 
300 
90 


$11, 516 
18, 607 
6, 928 
557, 640 
188, 754 
26, 314 
15, 453 
14, 224 
50, 359 
155, 635 
7, 050 
18, 547 
35, 073 
41, 548 
13, 377 
71, 200 
31, 320 


5, 640 
35, 750 
35, 073 |---- 
72, 780 
20, 539 


(31, 232) 
(7, 162) 
44, 254 
31,320 
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Revised annual contribution estimate for fiscal year 1955—Continued 
PROJECTS HAVING FISCAL YEAR ENDING DEC. 30—PUBLIC LAW 671—Continued 


— 


Project No. 


—_—_— 


Subtotal, Public Law 
671, fiseal year end- 
ing Dec. 31. 


PROJECTS HAVI 


CAL I 1, 2, 3, 4 
CAL 15-1 ens acing aaa : 


DEL 1- 1,2. 


Subtotal, Public Law 
671 fiscal year ending 
Mar. 31. 


PROJECTS 


MD 2-3, 6, 9, 10, 11 
MICH 1-4, 6.. ; 
MONT 


no oo 
mS 


nh 


WUAAA: 
bob be be be 


Seo 
ZT ee 
> ” 


Loeation 


| Montgomery County 


Pittsburgh 
Woonsocket 
Greenville 


Alexandria 
Superior 


Montgomery 
Martinez 

South San Francisco__ 
Middleton- 
Wilmington... 
Orlando__ 

ee edb 
Pensacola___- 
Tampa__-__- ; 
emenenso—- gece 
Augusta-. 
Decatur _- 

St. Clair County 
New Albany 





Meridian 
Asbury Park 


Paterson 

Portland 

Bethlehem 

Chester Senne ckena enntecas 


McKeesport 
Philadelphia 


Houston 


__| 10,502 | 


NG FISCAL YEAR ENDING MAR. 





Kern County 
Oakland 
Columbus. 

Cc *hampaign County _- 


Fort Wayne. .-_-:- 
Alexandria_- 
Annapolis__......-- 
Baltimore 

Detroit 

Anaconda oe 
Long Branch_.-_-_-..--- 
New Brunswick... ae 
ce nen 
Allentown 

Beaver County---.-.-..-.-- 
Re dasa euewneces 
Fayette County 


Providence 





Memphis 


l 
Ny 
= | 
‘um | Fixed con- 


ber of | 
units 


206,665 | 


tribution 


57, 412 | 
15, 141 


87, 673 


38,127 | 


26, 655 | 


| 
$42, 775 


424 | 
32, 849 
6, 720 


218 
33, 176 


40 
190 
103, 230 


380 
90 
160 
200 
500 
96 | 
88 
434 


27, 833 
12, 182 
92, 109 
14, 003 
11, 356 
51, 921 
86, 100 
20, 592 
333, 189 
15, 400 
12, 116 
69, 610 


58, 771 


34, 454 
36, 191 


77, 046 


1, 406, 474 


110 
922 
160 
100 

1, 689 
88 
148 
51 

3, 195 
2, 316 
80 

82 

60 
300 
104 
418 
1, 000 
390 
50 

1, 056 
342 


125, 473 
31, 583 


352, 822 
12, 174 
25, 505 

7, 728 

655, 984 

533, 850 
23, 294 


16, 390 
60, 615 
19, 054 
72, 570 
182, 440 
72, 619 





1, 758, 854 | 


| 


| $57,822 | 


13, 386 | 


52, 839 | 


30, 087 | 
23, 160 | 
45, 619 | 


51, 690 | 
18, 070 | 


HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC 
$15, 635 


12, 918 | 


18, 651 | 


42, 260 | 
141, 950 | 
70, 070 | 


| 
| 
Amount | 
available | 
for reduc- | contribu- 
tionof | tion re- 
| annual con- | quire ments 
tribution 


Annual 


$42, 157 
21, 479 
181, 792 
57, 412 
13, 075 
87, 673 
25, 287 
20, 854 


12, 840 | 
5, 801 


847, 976 


1,006,006 |{ 847.976 


31—PUBLIC LAW 671 


($15, 047) 
32, 849 
2, 688 
29, 700 
103, 230 
5, 259 
26, 990 
12, 182 
41, 611 
3, 764 


50, 498 
10, 239 
11, 356 
17, 155 
54, 112 
3, 640 
257, 170 
11, 000 
4, 423 
69, 610 
34, 947 
30, 144 
11, 542 
23, 160 
(9, 715) 
8, 122 
35, 189 
30, 302 
67, 336 
10, 243 


34, 766 
31, 988 
16, 952 
76, 019 | 

4, = 


940, 904 
(24, 7 762) 








LAW 


$ 5, 152 
136, 210 | 
1,915 | 
25, 914 
261, 835 
15, 244 
27, 060 
1, 906 


$10, 483 
(10, 737) 
29, 618 
(12, 996) 
90, 987 

(3, 070) 
(1, 555) 
5, 817 
655, 984 
317, 135 
15, 653 
7, 488 
16, 390 
41,513 
8YS8 
57, 862 
100, 292 
72, 619 
23, 412 
101, 599 
64, 969 


216, 715 
7, 641 | 
11, 163 | 


19, 102 | 

18, 156 | 
14, 708 | 
82, 148 





18, 848 | 
40, 351 
5, 101 | 





752 


Revised annual contribution estimate for fiscal year 1955—Continued 
PROJECTS HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC LAW 671—Continued 


Amount 
a available Annual 
denne Fixed con- for reduc- peptrte- 
anihe tribution tion of tion re 
: annual con-| quireme nts 
tribution 


Project No. Location 








_..| Brownwood &4 Oe he ee $10, 950 
...-| Galveston... 434 86, 020 $29, 691 56, 329 

..| Newport News.-.-.....-...---- 501 47, 184 136, 896 (89, 712) 

22... a eee 510 52, 371 32, 899 19, 472 

| Clallam County- 40 7, 029 1, 029 6, 000 

| Everett___- 250 38, 058 10, 798 27, 260 

- oi. ...-| King County 50 16, 450 4, 709 11, 741 

DO 4:4, 9, 11-4:2-. ; Washington, D. C__..----- | 1,094 260, 540 56, 951 203, 589 
pC 1-13 - . Z | _do Siscse — 440 141, 437 14, 992 126, 445 


| 


Subtotal, Public Law | Pecasieneste ae | 16,064 | 3,153,560] 1, 197, 134 { 2, 074, 505 
671, fiseal year end- | (118, 070) 
ing June 30. 





Total, Public Law 671..| __-------| 43,480 | | 7,786,570 | 3,430,801 | ~e i os 


| 





| 
! 


PROJECTS HAVING FISCAL YEAR ENDING SEPT. 30—PUBLIC LAW 412 


| | | 
| TN oo ee ccc 421 $69, 699 | $56, 623 
Ee 604 86, 904 | 20, 126 
a a 1, 755 394, 525 45, 941 
ee: 340 | 70, 531 | 46, 131 
Cal CE SER cts ns cw awn -| 1,035 159, 090 | 53, 802 
| Daytona Beach. -..--.-.--- 299 44, 446 | 26, 365 
DE cccate Gocodacus 252 41, 671 | 14, 799 
..| Cairo 399 | 80, 105 17, 086 | 
| Baton Rot uge nie ; a 130 | 15, 930 | 15, 930 | 
..| Lake Charles-_-------- 145 19, 460 | 2, 593 
| New Orleans._------- _..---| 4,881 | 1,184,000 75, 149 
Lowell. _- ibaacnsate | 536 139, 628 | 29, 318 
| Biloxi ; Sébwes eed 288 | 49, 441 
Clarksdale 120 16, 835 
Hattiesburg------ 240 38, 896 
| Beverly a 71 | 16, 650 
| New York City-- 400 62,010 | 
do a | 1,190 516, 432 161, 081 
Charleston ateiee 731 159, 408 
| Spartanburg 270 41, 440 ate 
Jackson-_...-- 196 33, 254 | 5,917 
| Nashville... - 866 162, 569 |__- : 
Waco Saban 242 40, 568 6, 573 
~-| Reopewell.. .....- 96 14, 707 6, 715 
| Seattle........- 690 95, 700 : = 
| Wheeling sé aul 302 59; 200 12, 099 
Se 110 20, 905 ifs. 
| Milwaukee ere 232 122, 280 
Honolulu ; pal 221 51, 245 26, 179 
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Subtotal, Public Law |-_- 17, 062 3, 807, 529 688, 069 
412, fiscal year end- 
ing Sept. 30. 





PROJECTS HAVING FISCAL YEAR ENDING DEC. 31I—PUBLIC LAW 


| 


ALA 2-1, 2.. ...---.---| Mobile | 398] $79,596 |._.. =% 
| North Little Rock- eat 148 27, 704 $9, 808 | 
_.| Fresno__-. és 5 216 37, 324 | 2, 716 
| Los Angeles_------- ae 610 71, 640 68, 035 
..| Denver ‘ 422 89, 355 87, 505 
Hi artf rd. - eis 878 139, 530 
| 258 41, 394 
Key Ww —_. be cctnwies = 220 36, 306 
Lakeland : on 160 21, 474 | 
Barasot......... | 60 SE Tins is decd eae 
..| Decatur ee 200 33, 947 | 19, 763 
| Macon. és | 759 129, 315 | 90, 557 
=> UU Ree Seine eee 242 44, 677 17, 339 
| Twin Falls__..-- 84 10, 860 7, 184 
Granite City e , 151 | 34, 456 | 17, 180 
IE citee idharcs | 1,333 282, 264 51, 987 
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Revised annual contribution estimate for fiscal year 1955—Continued 
PROJECTS HAVING FISCAL YEAR ENDING DEC. 30—PUBLIC LAW 412—Continued 


Project No. 


MASS 7 1,2 
ive sR 1-1, 2 


NLS, 


Subtotal, Public Law |- 
412, fiscal year end- 


ing Dec. 31, 


| 





Austin 


Location 


\-— 


Quincy 
Springfield _.__- 
Delaware County 
Hammond.._--- 
Kokomo. .-. 
Frankfort 


| Louisville 


| Holyoke_- -- 


New Bedford 


Na 


Camden 


High Point 
a : 
| New Bern....--- 
SEG ou Sosccnéncuaces 
yo). ee ; 


Columbia........... 


Eve cua 
Brownsville-- 
Dallas 

Fort Worth 


| Houston 
| San Antonio 
| Texarkana_- 


| 


PERM 6 on de saceence 





Num- 
ber of 
units 


249 
599 
112 
400 
176 
83 
786 
808 
076 
95 
167 
400 
794 
279 
494 
388 
617 
450 
294 
369 
460 
3, 073 
524 
74 
497 


421 | 


332 





199 | 


"85, 696 | 


Fixed con- | 


tribution 


$35, 360 


76, 500 | 
17,010 | 


50, 550 
34, 317 


16, 905 | 
161, 000 | 


166, 875 
148, 920 


16, 927 | 
41,949 | 
97, 680 | 


141, 
67, 
120, 
357, 
282, 
78, 
47,77 
43, 
90, 


825 
525 


790 
188 


776 | 


650 | 


977 


277 

508, 380 
93, 471 
14, 677 
81, 
65, 588 
47, 437 
36, 075 


527 | 


764 | 


334 | 


Amount 

available 

for reduc- 
tion of 

| annual con- 

tribution 


$14, 533 
76, 500 
2, 825 
50, 082 


7,75 
64, 474 
74, 249 

126, 880 

3, 993 

6, 815 
23, 874 
35, 572 
18, 610 
61, 529 

130, 467 
24, 54 


26, 847 





129, 570 | 


83, 062 
208, 950 
293, 


250 
45, 649 | 


14, 692 
100, 364 
11, 100 


44, 862 |_- 


| 


5, 835, 943 


43, 650 | 


508, 380 


1, 855, 143 | 


Annual 
centribu- 
tion re- 
quirements 


$20, 827 


14, 185 
468 

34, 317 
9, 115 
96, 526 
| 92, 626 
, 040 

2, 934 

5, 134 

3, 806 

, 252 
8,915 

, 007 

227, 323 
57, 641 
8, 764 


776 
3, 430 
93, 471 


, 677 

31, 334 
35, 588 
9, 215 
, 290 

, 092 

39, 542 
ee 
2 826 
34, 549 
44, 862 


3, 980, 800 





PROJECTS HAVING FISCAL YEAR ENDING MAR. 31—PUBLIC LAW 412 
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Anniston 
Fairfield 


| Montgomery 


es ccvdallndeadeas 


Jacksonville 
Orlando 
Pensacola -_---- 


| St. Petersburg--- 34 


Tampa 
West Palm Beach 


a a eee aa 


| Savannah 
Danville.........- 
| Kewanee 


ak abninietan ee I 


! 1A, 2, 4, 8. A oe 


MASS 6 2 
MASS 10-1 
MICH 1-1, os 
MISS 2 


Baltimore 


TCG vnchinudsontmawe 


ef Boston. 


Cambridge... -- 
Fall River 


| Lawrence 


| Detroit—- 


Laurel 
McComb 
Meridian... 
Great Falls 
Asbury Park 
Atlantic City 
Harrison 


164 

90 
287 
136 
308 
250 
240 
446 
182 
368 
613 
970 
229 


125 | 


787 | 
78 | 


398 


199 | 


, 826 
117 
478 


324 | 


579 


292 | 


035 
275 


160 | 


379 


156 | 
126 | 


333 
214 


$26, 594 


17, 688 | 
47, 129 | 


28, 120 
224, 821 
38, 434 
45, 140 


TEE facctes 


192, 855 
58, 737 


108, 364 | 
183, 936 | 


48, 377 
23,171 
152, 764 
55, 916 


105, 589 | 


40, 284 


$8, 997 


723 

, 0, 075 
733 
3, 305 
5, 210 

. 460 

, 828 
3, 204 
%, 770 
, 556 
387 





304, 410 | 


24, 235 


400, 710 | 
86, 950 | 
129, 500 | 
77,191 | 


167, 700 
44,955 
28, 675 
62, 299 
31,172 
35, 150 
91, 621 
49, 950 


64, 1! 


19, { 
11,091 


| 
$17, 597 
17, 688 
46, 406 
18, 045 
162, 088 
15, 129 
18, 930 
73, 711 
150, 395 
1, 909 
| 75, 160 
, 166 
5, 821 
, 784 
, 075 
2, 836 
658 
, 284 
, 410 
24, 235 
, 166 
, o91 
, 812 


ren 
, Od 





23, 384 | 


9, 130 


40, 820 
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Revised annual contribution estimate for fiscal year 1955—Continued 





Project No. 


ber of 
units 


Location 


| 


| 
| Num- 
| 





Q0Ss4 
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++ o ht » 

PRESS ee p>rrr 
hab > 


wii. 


Ne<as84 


Subtotal, Public Law 
412, fiscal year end- 
ing Mar. 31. 


a .. 


| Perth Amboy. a Cait 


| Pawtucket_ 


$72, 300 
633, 625 

59, 200 
111, 185 


Newark 


Charlotte 


CN a nes sweunnal i 72, 186 


Wilmington 
McKeesport 
Philadelphia 
Reading 


62,173 
50, 160 
722, 332 
67, 535 





43,170 
Kingsport 
Knoxville 


Corpus NRG cccccccnes 54, 990 


75, 420 | 


42, 874 


36, 445 | 


Charleston... -- | 87, 863 
San Juan 


28,166 | 
135, 431 | 


122, 500 


PROJECTS HAVING FISCAL YEAR ENDING MAR. 31—PUBLIC LAW 412—Continued 


| 


Fixed con- 
| tribution 


Amount 

available 

for redue- 
tion of 


Annual 
contribu- 
tion re- 


| annual con-! quirements 


tribution 


' 
$34, 731 | 
169, 215 | 
18, 465 | 
35, 392 | 


(19, 595 
26, § 
35, 

87, 863 
76, 655 





5, 483, 703 | 


1, 578, 278 {% 


3, 956, 006 
(50, 671 


PROJECTS HAVING FISCAL YEAR ENDING JUNE 30—PUBLIC LAW 412 


GA 4-1R, IRA, | eee | 
ILL 2-1, 9-- : arr: 
I nimi ae 
Ee TS oars ne woes 
MD 1-1 

MONT 3-1-_- 
MONT 41. 

NJ 3-1, 2.- 

NJ 8-1 

Pin 64 ...~-<cn0 

NY 2-1, 2,3 


ko Ses 678 
| Yonkers- ---.--- pan 550 
| Cincinnati--- , 
ys ; 
| Memphis 

| Baytown_- 


| Huntington 


| Rio Piedras 


| 
Subtotal, Public Law | 


412, fiscal year end- 
ing June 30. 


Total, Public Law 412 | 


| Long Branch ie 128 
Cl 172 


ae ns 2, 250 $462, 500 | 
54, 020 |- 
154, 984 


Stamford....-.--.--- 250 
Miami-.-- Rial oaeb cine a 
Athens... 280 
Atlanta ‘ | 3,708 
EE 6 td ecodmnbaened 272 
inte arisen coe 902 
Chicago imu ble eunenee 2, 458 
Vincennes.-------- suai 83 
Lexington ibasbon nlf 292 
ES ; 108 
Me ahora cucu 225 
Helena_- ‘ od 72 
I go dascririn csp ca nde eiareieoes 828 


47, 360 


154, 845 
649, 710 
15, 170 
65, 451 


48, 470 


198, 320 
30, 756 
45, 556 

311, 213 

156, 345 
34, 790 

119, 000 

217, 476 
73, $90 

257, 820 
10, 822 
45, 510 
83, 160 
18, 176 
14, 893 

205, 890 
63, 000 

134, 571 
32, 040 


Buffalo 1,612 


Utica_.- 





Newport News. 


SS Eee 
EE SOD cicwoncnnccansee 
a ae 
A ST is ace bai sommes 





471, 480 | 
45, 602 | 


22, 385 | 
14, 430 | 


$64,246 | $398, 254 
54, 020 
88, 519 
47, 360 
26, 136 
41, 396 
154, 845 
501, 983 

8, 663 
65, 451 
22, 385 
48, 470 
4, 821 
81, 163 
23, 527 
34,173 
138, 448 
134, 545 
22, 078 
76, 454 
207, 695 
24, 052 
99, 994 
10, 822 

1, 735 
47, 821 
18, 176 
9, 447 
136, 433 
41, 570 
80, 900 

1, 522 


66, 465 





4, 259, 635 


1, 606, 744 | 2, 652, 891 








19, 386, 810 | 


13, 709, 247 


(50,671) 


5, 728, 234 { 
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WEDNESDAY, JUNE 29, 1955. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 
WITNESSES 


VAL PETERSON, ADMINISTRATOR 

RAOUL ARCHAMBAULT, GENERAL COUNSEL 

HAROLD AITKEN, EXECUTIVE ASSISTANT ADMINISTRATOR 

HUGH GALLAGHER, ASSISTANT ADMINISTRATOR, FIELD RELA- 
TIONS 

FRANK STARR, BUDGET OFFICER 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have the pleasure of having with us this morning the Federal 
Civil Defense Administration, with its very able and distinguished 
Administrator, Governor Peterson; Mr. Archambault, the General 
Counsel; Mr. Aitken, Executive Assistant Administrator; Mr. Hugh 
Gallagher, Assistant Administrator, Field Relations, and Mr. Frank 
Starr, Budget Officer. 

Gentlemen, in the interest of time, the Civil Defense representatives 
are here seeking 3 new items; 1 of $12 million, in the form of the 1956 
supplemental for surveys, plans, and research; 1 item on operating 
expenses to bolster the new operation on research and development in 
the amount of $1 million, and then salaries and expenses for the 
delegated agencies, numbering some half dozen, in the amount of 
about $3,050,000, making a total of $16,050,000 of fresh money. 

At this point in the record we will insert House Document No. 171 


which has the appropriation language, page 2 of the justifications, 
giving an introductory statement, and also the explanatory language 
on page 6 of the justifications, as well as the last part of page 7 for 
the item for survey plans. 

(The pages referred to follow:) 


“OPERATIONS 


‘For an additional amount for ‘Operations’, $1,000,000.” 

The foregoing proposed supplemental appropriation is to cover the necessary 
administrative expenses of the program to assist the States and critical target 
cities in preparing evacuation studies and plans and to assist in developing new 
civil defense techniques to cover the problems arising from recent developments 
of radiological fallout. 


“SURVEY, PLANS, AND RESEARCH 


“Por expenses, not otherwise provided for, necessary for studies and research to 
develop measures and plans for evacuation, shelter, and the protection of life and 
property, as authorized by section 201 (d) of the Federal Civil Defense Act of 1950, 
as amended, including services as authorized by section 15 of the Act of August 2, 
1946 (6 U.S. C. 56a), $12,000,000, to remain available until expended.”’ 

The above-mentioned section of the Civil Defense Act of 1950 authorizes the 
\dministrator to develop civil defense measures to afford protection to life and 
property, including research and studies as to the best methods of treating the 
effects of attacks. 
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This proposed supplemental appropriation is necessary to assist the States 
and critical target cities in developing evacuation, shelter, and operational plans 
for the population in critical target and related areas of danger, and to conduct 
research into the most pressing problems resulting from radiological fallout iy 
order to determine prompt and effective measures to meet such hazards. 


“SALARIES AND EXPENSES, CIVIL DEFENSE FUNCTIONS OF FEDERAL AGENCIzEs 


“For necessary expenses to enable departments and agencies to discharge civil 
defense responsibilities delegated under the authority of section 201 (b) of the Federaj 
Cuil Defense Act of 1950, as amended, including expenses of attendance at meetings 
concerned with the purposes of this appropriation, and the purchase of materials and 
supplies necessary thereto, $3,050,000.” 


Pursuant to the Federal Civil Defense Act of 1950, as amended, various responsi- 
bilities have been delegated by the Federal Civil Defense Administration, with the 
approval of the President, to several other Federal departments and agencies, 
Each delegate agency is required, in general, to plan programs, provide technica! 
guidance and advice, and conduct and evaluate research problems in order to 
assist other Federal activities and States in carrying out their civil-defense operat- 
ing responsibilities. This procedure utilizes the existing experiences, organization, 
and procedures of other Federal agencies and will avoid duplicating or paralleling 
activities which are related to the regular functions of the delegated agencies. 

Provision was made for a part of these costs in the 1956 budget under. the depart- 
ments and agencies to which functions have been delegated. However, the Cong- 
gress subsequently expressed a preference for a single consolidated submission of 
estimates to be made by the Federal Civil Defense Administration. This pro- 
posed supplemental appropriation presents all of the 1956 budgetary requirements 
on a consolidated basis. 


INTRODUCTORY STATMENT 


The Federal Civil Defense Administration is responsible for preparing national 
plans and programs. To carry out that responsibility, this administration pro- 
poses a survey, plans, and research program which will furnish evacuation plans 
for critical target areas. This program will assist this Administration in deter- 
mining the needs for shelter incident to evacuation plans and will provide for 
research to determine the best methods of carrying out the civil defense evacua- 
tion and shelter program. Additional personnel are required to administer th 
surveys, plans, and research program as well as to cope with the increased scopé 
of civil defense due to the release of fall-out information and the hazards related t 
fallout. In addition to the regular programs carried on by the Federal Civil 
Defense Administration, this Administration fosters through a delegation pro- 
gram, the integration of civil defense into other agencies of the Federal Govern- 
ment. Each agency is delegated those programs which will parallel the func- 
tions of the department or agency. The budget presented herewith, provides 
funds for all agencies to whom delegations have been made with the exception of 
the Department of Agriculture. The Department of Agriculture policy in regard 
to civil-defense functions is that civil-defense responsibilities will be absorbed i: 
the normal working program so long as possible. 


JUSTIFICATION OF EstTIMATE 
1. SURVEY PLANS-——ESTIMATE, FISCAL YEAR 1956, $10 MILLION 


Evacuation, shelter, and operational planning project 


Under the authority of section 201 (d) of the Federal Civil Defense Act o! 
1950, the Federal Civil Defense Administration will study and develop civil 
defense measures designed to afford adequate protection of life and property, 
including, but not limited to, research and studies as to the best methods 0 
evacuating centers of population, the feasibility, relationship, and need of shelters 
incident to the execution of an evacuation plan, and an analysis of the operationa! 
problems related thereto. The States and local communities will be encourage¢ 
to participate by making maximum use of State and local technical staffs, available 
data, facilities, and equipment. 

The above measures will be upon the basis of programs or projects approved by 
the Administrator on such terms or conditions as the Administrator shall prescribe. 

Information already gained and anticipated from such surveys as the Mil- 
waukee study, the St. Louis pilot model under the bomb damage assessment 
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project, test exercises.such as those conducted in Mobile, Albany, and Spokane, 
and other activities will be used as guides in establishing standards and criteria. 

Because of the large intrastate area and often the interstate area which must be 
considered under complete evacuation plans, the initial contact will be with the 
governor of the State. 

Through the governor or governors an agreement will be reached defining the 
area to be covered by an evacuation and shelter survey, and the extent of State 
and loca) participation that can be anticipated. 

The area will ordinarily include the critical target city or cities, the suburban 
and rural areas necessary to receive and care for evacuees, and such other areas 
that may be subject to radiological fallout. 

Maximum use will be made of volunteers for collecting, assembling, and analyz- 
ing data. 

All agencies of State and local government and such private organizations as 
colleges and universities will be utilized. 

The Federal Civil Defense Administration will furnish certain technical staff 
for the initiation of the project and for necessary guidance during its progress. 
Additional technical guidance and assistance will be furnished by other Federal 
departments and agencies to which civil-defense responsibilities have been or will 
be delegated or assinged. 

The work will proceed progressively as techniques and methods are standardized. 

Examples of the kind of data for collection necessary to the preparation of an 
operational plan are as follows: 

(a) Movement.—Analysis of the highway system for identification and use of 
vehicular routes, pedestrian routes, and loading perimeters; preparation of traffic- 
control plans, in collaboration with police and transportation services, for the 
rapid and orderly movement of vehicles and pedestrians; and analysis of maximum 
equipment available for transporting evacuees to assembly and reception areas, 
including use of public carriers, commercial vehicles, and private cars. 

b) Shelter —The determination of shelter required and availaole for evacuees 
whose departure is delayed and provision of shelter for people along evacuation 
routes and at reception centers or in evacuation areas. 

(c) Control—A survey of the public-warning system to determine its effective- 
ness in reaching the people, and the communications system to maintain control 
of the movement of evacuees and to disseminate essential public information. 

d) Medical and Welfare-—An analysis of those particular areas where large 
groups could be assembled related to highway accessibility, potable-water supply, 
sewage-disposal system, and the availability of medical and welfare supplies for 
emergency medical care. 


JUSTIFICATION OF THE ESTIMATE FOR RESEARCH 


Mr. Tuomas. At this point in the record we will insert pages 10 
through 14 of the justifications. 
(The pages referred to follow:) 


JUSTIFICATION OF ESTIMATE 
2. RESEARCH—ESTIMATE, FISCAL YEAR 1956, $2,000,000 


In order to develop civil defense plans, procedures and techniques consistent 
with changes in weapons effects and methods of delivery, it is necessary for this 
agency to conduct research on a continuing basis. The problem areas are gen- 
erally clearly defined, but the specific research projects which can obtain practical 
alswers are not subject to forecasting in exact cost detail. 

For this reason it is our opinion that funds should be made available on a no- 
year basis and the distribution of funds to the specific projects should not be 
restrictive. However, in order to illustrate the types of research in which we 
intend to engage during the immediate future there are listed below areas of 
research of importance to civil defense with estimated costs. It is emphasized 
that research in these areas does not duplicate the funds requested for survey plans. 
This research will provide new and improved techniques to be added to those 
already known, 

lhe estimates shown are based on present knowledge. Some of the individual 
Projects may be successfully completed more quickly and economically than 
Presently appears. Others may be more difficult of solution. Consequently, 
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projects may be combined, eliminated or further emphasized. In addition the 
progress of research efforts in one problem area may create a need for further re. 
search in another area or eliminate the need for projects presently considered 
necessary. 

Some of the problem areas are of such a technical nature that the solutions can 
best be found by independent specialized research directed toward a specific 
technical question. Other areas—in particular evacuation and _ radiologicg| 
defense against fallout—are broad in their implications for civil defense. (Coy. 
sequently, on these an integrated approach is recommended. 

The areas and tentative projects listed have been carefully developed to avoid 
duplication. However, they are often interdependent. 


Evacuation, $480,000 


Evacuation of large segments of the population from major urban areas is an 
unprecedented tactic both in the United States and in other countries. [i 
presents new problems of tremendous scope to civil defense officials. Public 
education, traffic control, communications during evacuation, the selection of 
reception areas, the provision of welfare services, the evacuation of special facilities 
such as hospitals and prisons are examples of major evacuation problems. These 
are further complicated by the phenomenon of radioactive fallout, which requires 
operational modification of certain evacuation concepts. Projects for study in 
this major area include: 

1. Evacuation Analysis 

2. Special Facility Evacuation 

3. Preparing the Public for Evacuation 
4. Governmental Aspects of Evacuation 
5. Assembly and Reception Areas 

6. Resettlement and Return 

7. Completion of Mobile Study 


Bomb damage assessment research, $250,000 


For continuation of an operations research contract with the Stanford Research 
Institute. The ability of this country to recover from the effects of an attack 
depends to a considerable measure upon the instant availability of specific infor- 
mation on the effects of the attack including area of damage, casualties, and the 
effects on facilities and resources vital to national recuperation. This research 
has been thoroughly coordinated with related activities in other Federal agencies 
and in particular with the Office of Defense Mobilization. 

Warning the public, $420,000 

As the destructive power of weapons increases the need for early warning of 
the population continues to grow. The ability of civil-defense organizations to 
warn the people depends not only on the radar networks and the civil air defense 
warning system but also upon the warning devices which actually alert the people 
where they are. A matter of major concern is the ability to warn people who 
are indoors, especially during the night. The purpose of this research is to 
analyze various methods of home warning which are being developed by industry 
and to assist in the development of a simple home warning device. Projects 
include: 

Carrier current home warning systems. 

Home warning through power interruption. 

Home warning through powerline service harmonics. 

Home warning through the telephone system. 

Field testing of home warning device systems 
Public communications systems, $270,000 

The tactic of evacuation and the necessity for speedy protection from fallout 
increased the necessity for certainty that means of communication exist to carry 
pertinent information and instructions to the general public. Included in the 
research on this problem would be: 

1. Means of improving the use of standard broadcast radio stations to 
inform on radioactive fallout and maintain contact with evacuated popula- 
tions. 

2. Research on citywide voice sound systems, primarily those suitable for 
movement with people. 

3. Communications through electromagnetic induction to use relatively 
high powered, very low frequency radio signals to actuate simple batteryless 
low-cost radio receivers. 
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Operational communications, $560,000 


The extent of damage caused to existing operational communications systems 
hy larger Weapons places high priority on more effective and rapid means of 
assuring the automatic and prompt delivery of damage data, requests for assist- 
ance, and dissemination of additional warnings. Such studies would include: 

1. Reevaluation of the coverage and vulnerability of the civil air defense 
warning system’so as to develop an effective plan for rerouting the warning 
circuits in event of damage 

2. Exploration of means for automatic calculation and communication of 
weapons effects data. This has some relation to the bomb damage assess- 
ment study but is directed at providing the mechanical means for communi- 
cating data. 


Public education and training, $215,000 

So much of individual and national safety depends on public knowledge of 
necessary Civil defense actions that the degree of public education and training 
should not be taken for granted. Related to the mechanical problems of com- 
munications and warning are the human problems of knowing how much can be 
and has been actually communicated to the public. Projects include: 

1. Communicating with the public, which involves both measurements of 
existing knowledge of civil defense and recommendations as to means of 
improving such knowledge 

2. Understanding of the nonurban role including recognition of the need 
for protective measures against fallout 

3. Measures to increase acceptance of civil defense by American leadership 

Shelter research, $35,000 

This is primarily a review of past studies and ongoing atomic test research to 
determine optimum relationships between blast, thermal, and radiation protection 
afforded by various degrees of shelter and cover. 
Research on improvised hospitals, $100,000 

To provide for studies on the emergency expansion and use of existing hospitals 
and for the storage, distribution, and utilization of improvised hospitals. 
Fire research, $50,000 


For studies in fire prevention and in methods of conservation of limited water 
supplies to fight mass fires resulting from nuclear and thermonuclear attacks. 


OPERATIONS 


Mr. Toomas. We will also insert the green sheet on page 17 for 
operations into the record, which shows, among other things, that in 
the regular 1956 budget estimate, and following the appropriation 
bill, the budget estimate for fiscal year 1956 for salaries and expenses 
for operations was $11,600,000. 

The bill was finally passed at $11.3 million, and now we have an 
additional deficiency of $1 million. 

(The pages referred to follow:) 


OPERATIONS, FEDERAL CIVIL DEFENSE ADMINISTRATION 


Obligations by activities 


| Presently Revised esti- | Difference 
»9CeTr | - nm 
Description | available mate (+) or (—) 


1, Civil defense planning $267, 525 | +$24, 525 
a nm, (a) Research. ........- 650, 000 | 650, 000 wahieteews 
‘. Civil defense education services... _.---- 2, 157, 000 2, 179, 395 +22, 395 
: Operations control services._..........--------------------- | 4, 870, 000 5, 001, 040 | +131, 040 
: Pence So eS eee eee ; 840, 000 | ‘ 966, 165 +126, 165 

leld representation __- en Win Ada wae aeeae 1, 361, 000 , 032, 135 671, 135 
: Executive Guedes 358° 000 261, 360 | Tea aee 

General administration ; 1, 224, 000 1, 242, 380 | +18, 380 


Obligations incurred , | 11, 600, 000 metgheed +1, 000, 000 


ee 
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Mr. Tuomas. We will also insert page 19 of the justifications, which 
will show that this $1 million calls for 234 additional employees, 
which will give a total of permanent positions for 1956 for operations 
of 1,043. 

(The page referred to follows:) 


OPERATIONS, FEDERAL CrviL DEFENSE ADMINISTRATION 


Obligations by objects 


Presently Revised 


available estimate Difference 


FEDERAL CIVIL DEFENSE ADMINISTRATICN 


Total number of permanent positions. 
Full-time equivalent of all other positions 
Average number of all employees ‘ 
Number of employees at end of year. 








Average salaries and grades: 
General schedule grades: 
Average salary_.......---- $6, 280 ‘ 
Average grade... _-- t Sey ge certo eth GS-9.1 GS-9.1 





01 Personal services: 
Permanent positions __ $4, 620, 691 $5, 391, 691 +$771, 000 
Positions other than permanent | 100, 000 100, 000 |... . 
Regular pay in excess of 52-week base : Sts 19, 000 21, 970 +2, 970 
Payment above basic rates ___-- - Si ane si os 25, 000 31, 030 +6, 030 
Other payments for personal services _ 169, 309 169, 309 |__- 


ND REE CRIN oon ois ck seeinecndenaseetaws | 4, 934, 000 5, 714, 000 +-780, 000 








Me. THOMAS. Then insert page 20 which gives a breakdown of 
other objects, showing that travel has been inc creased from $298,000 
to $498,000; supplies and materials, have been increased from $82,600 
to $88,600, and equipment from $24,900 to $38,900, and the other 
objects being $220,000, and the remainder of the $1 million goes to 
personnel, which will be in the approximate figure of an increase of 
$771,000, bringing the total for 1956 for permanent positions up to 
$5,391,691, plus pay in excess of the 52 basic week, and payment 
above basic rates bringing the total personnel cost for 1956 fiscal up 
to $5,714,000. 

(The page referred to follows:) 


OPERATIONS, FEDERAL CiIvIL DEFENSE ADMINISTRATION 


Obligations by objects 


a 
| Presently Revised 


i Difference 
available | estimate Different 


FEDERAL CIVIL DEFENSE ADMINISTRATION—Ccontinued 
02 Travel_._.- 5 $298, 000 $498, 000 -+$200, 000 
03 Transport: ation of things Se ee Rohe 67,000 | 67,000 |_- . 
Ok’ CORTE HIT WRONG. 6 oo ono cece eddie cvncnndaewcenes cc] 1, 398, 500 1, 398, 500 |. 
05 Rents and utility services 51, 200 51, 200 |---- 
06 Printing and reproduction 642, 800 642, 800 
07 Other contractual services. eee et ar eee 1, 617, 400 | 1,617, 400 

Services performed by other agencies. | 2, 367, 320 2, 367, 320 
08 Supplies and materials 82, 600 88, 600 
09 Equipment 24, 900 38, 900 
13 Refunds, awards, and indemnities 500 500 
A es ONer ID. wane chad eagdcccnebaslesissascanteen 17, 000 17,000 
OUI aa ioe ee ea tac ekuewe 6,000 | 6, 000 


aan ee ne ee | 11, 507, 220 12, 507, 220 +1, 000, 00 








00, 000 


+6, 000 
-14, 000 


000, 000 
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S4LARIEFS AND Exprnses, Civit Drerense Functions or FEDERAL 
AGENCIES 


Mr. Tuomas. We will also insert at this point in the record page 51, 
which lists the necessary expenses to enable the departments and 
agencies to discharge civil defense function responsibilities delegated 
inder the authority of section 201 (b) of the Federal Civil Defense 
Act of 1950, seeking $3,050,000. 

I also point out that this language is terribly ambiguous. Under 
the language, it is presumable that the appropriation will be made to 
civil-defense authorities, but there is no designation in the appropria- 
tion language to which agencies and departments funds will go, nor 
to what amount will go to each agency, if any. 

In other words, instead of it being appropriated directly to the 
agencies, there will be no obligation as far as the language is con- 
cerned on the Civil Defense Administration to turn any of the money 
over to the agencies. 

(The page referred to follows:) 


FEDERAL CrviL DEFENSE ADMINISTRATION * 
SALARIES AND EXPENSES, CIVIL DEFENSE FUNCTIONS OF FEDERAL AGENCIES 


“For necessary expenses to enable departments and agencies to discharge civil 
lefense responsibilities délegated under the authority of section 201 (b) of the Federal 
Ciml Defense Act of 1950, as amended, including expenses of attendance at meetings 
oncerned with the purposes of this appropriation and the purchase of materials and 
supplies necessary thereto, $3,050,000.”’ 


Mr. THomas. We will also insert at this point in the record pages 
90 and 91 of the justifications showing that $1,950,000 of delegated 


funds is purportedly for the Department of Health, Education, and 
Welfare. 
(The page referred to follows:) 


JUSTIFICATION OF EsTIMATE 
. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE—ESTIMATE, 1956, $1,950,000 


General statement 


The following estimates relate generally to the responsibilities resting upon the 
Department under Executive Order 10346 and particularly to the assignments 
made to the Secretary of Health, Education, and Welfare under authority of 
Public Law 920 by the Federal Civil Defense Administration Administrator, 
vith the approval of the President, in Federal Civil Defense Administration 
lelegation No. 1, dated July 14, 1954. 

_ Funds available under the delegation by supplemental appropriation in the 
iscal year 1955 provides for initial research and preparation of operational plans 
in the assigned areas of responsibility, including the development of training 
‘ourses. During fiscal year 1956 additional research will be required in further- 
ince of the work begun in the current year and work with the States will be 
accelerated. Training courses will be conducted on an expanded scale and exer- 
‘ises held to test and improve the plans and preparations made. 

_ The program of Federal Civil Defense Administration delegations to the several 
Federal departments and agencies proceeds on the principle of building civil 
lefense into existing units of government at all levels and avoiding duplication 
f{ effort. The report of Project East River states this concisely as follows: 

“Civil defense must be organized and operated on the principle that existing 
agencies and facilities should be used to the greatest extent possible.” 

“Civil defense must be accomplished, in the main, as an extension of the normal 
luties of various officials at all levels of government assisted by volunteers and 
volunteer organizations.” 
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The specific assignments made to the Secretary in Federal Civil Defense 
Administration delegation No. 1 must be viewed in the perspective of the tota| 
role of the Department in a civil-defense emergency. These assignments must 
therefore add up to an integrated program. The Secretary, acting through the 
Assistant Secretary for Federal-State relations and the heads of constituent 
organizations, will give close attention and supervision to the development of the 
program on this basis. Goals are established project by project in relation to a 
time schedule and’ periodic reports of progress will be made by each constituent 
head against these goals. 

Close liaison with Federal Civil Defense Administration will be maintained both 
at the level of the Secretary’s office (with the Federal Civil Defense Administra- 
tion Administrator) and through constituent consultation with technical counter- 
parts in the Federal Civil Defense Administration. Working agreements in 
specific fields will supplement the basic delegation document. The progress of 
the program as a whole will be reviewed from time to time in the departmental 
council. Policy matters which cannot be resolved at the departmental level will 
be presented by the Assistant Secretary to the Civil Defense Coordinating Board 
established under Executive Order 10611. 


Mr. Tuomas. We will further insert page 141 of the justifications, 
which lists the amount of $625,000 for the Department of Commerce: 
page 156 of the justification, which lists the amount of $250,000 
to go to the Department of Labor; page 171, which lists the amount 
of $50,000 to go to the Department of Justice; page 173 of the justi- 
fications, which shows $75,000 to go to the Department of the Interior; 
and page 174 of the justifications, which shows the amount of $100,000 
to go to the Housing and Home Finance Agency. 

(The pages referred to follow:) 


2. DEPARTMENT OF COMMERCE—INTRODUCTORY STATEMENT 


The costs for carrying out the continuing responsibilities of the Department of 
Commerce in assisting the Federal Civil Defense Administration with the develop- 
ment of the national civil defense program as outlined below and in the attached 
justifications are estimated at $625,000. 

Under FCDA Delegation No. 2 of September 8, 1954, the Secretary of Commeree 
was delegated the responsibility for (1) providing advice and guidance to State 
highway departments in the designation of State civil defense emergency highway 
routes; (2) coordinating interstate and State designated civil defense highway 
systems to assure uniformity of designation for civil defense emergency purposes; 
(3) planning a national program, developing technical guidance for States, and 
directing Federal activities concerning emergency clearance and restoration of 
highways, streets, and bridges in damaged areas; (4) providing technical guidance 
to States concerning highway traffic control problems which may be created 
during a civil defense emergency; and (5) providing data and assisting the States 
in conducting analyses of potential target and support areas for the purpose of 
providing basic statistics and maps essential to the completion of Federal, State, 
and local civil defense operating plans. 

The Secretary of Commerce has authorized (1) the Bureau of Public Roads to 
perform the functions described in points 1 through 4 above, and (2) the Office of 
Technical Services of the Business and Defense Services Administration to per- 
form the functions described in point 5. 

The estimate of $625,000 also includes costs involved in fulfilling the following 
additional responsibilities (referred to as points 6, 7, and 8) to be assigned to the 
Secretary of Commerce under a pending FCDA delegation: (6) Provide advice 
and guidance to State highway departments and plan with the States that portion 
of a national highway construction program required to meet civil defense evact- 
tion needs; (7) prepare analyses of past data, conduct research and develop 
techniques and capabilities leading to improved forecasts of radiological fallout 
patterns; and (8) prepare and issue currently, as well as in an emergency, fore- 
casts and estimates of areas likely to be covered by fallout as a result of enemy 
attack. Such information is to be made available to Federal, State, and local 
civil defense authorities for public information. 

The Secretary will authorize the Bureau of Public Roads to perform the func- 
tions described in point 6 and the Weather Bureau to perform the functions 
described in points 7 and 8. 
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3. DEPARTMENT OF LABOR—JUSTIFICATION OF ESTIMATE 
ESTIMATE, FISCAL YEAR 1956, $250,000 


The Federal Civil Defense Administration has delegated certain responsibility 
for programs of action to the Department of Labor. These delegations were made 
to the Department of Labor because of its responsibilities for planning civilian 
manpower programs under assignments from the Office of Defense Mobilization 
and its basie statute and because of its responsibilities for administering certain 
social insurance programs such as unemployment compensation and employees’ 
compensation. 

The following programs would be undertaken to carry out specific delegations 
to the Secretary of Labor: 


Activity 1. Planning and development of a national program relating to the utilization 
of the labor force, 14 positions, $104,965 

Delegation No. 1 from the Federal Civil Defense Administration provides that 
the Department of Labor ‘Plan and develop a national program relating to the 
utilization of the labor force, during a civil defense emergency, consistent with the 
responsibilities of the Department of Labor with respect to manpower mobiliza- 
tion. 

The Department will develop these plans so that the Manpower programs will 
be designed to facilitate civil defense objectives and the closest correlation will be 
maintained between the Manpower programs for civil defense and the overall 
manpower program for mobiliaztion. 

The planning will involve the following: (a) Developing with “‘user’’ agencies 
methods of determining what activities should be allowed to continue in an ares 
after considering military requirements, morale, and requirements of the civilian 
populations, the available resources including manpower, etc.; (b) means of moti- 
vating workers including the dissemination of information about civil defense 
requests through every possible medium and plans for the establishment of area 
labor-management committees to assist in formulating and interpreting civil 
defense decisions affecting manpower requirements; (c) the development of 
methods to protect the reemployment rights of workers forced out of emrloyment 
because of Government action or to meet the requirements of civil defense, and (d) full 
utilization of the labor-force and community facilities including the pro» ision of 
incentives to induce workers to move to critical defense work and assistance to 
the appropriate agencies in pro. iding housing and community agencies. These 
activities will require 6 positions (4 GS-14 and 2 GS-5) and total costs of $47,760. 


4. DEPARTMENT OF JUSTICE—JUSTIFICATION OF EsTIMATE 


ESTIMATE, FISCAL YEAR 1956, $50,000 

Purpose 

The purpose of this estimate is to provide sufficient funds in fiscal year 1956 to 
enable the Attorney General of the United States to initiate a 3-year program to 
carry out the authority delegated to him in connection with civil defense insofar 
as it relates to penal institutions in the various States. The delegation of author- 
ity included in Federal Civilian Defense Administration delegation No. 2, ap- 
proved by the President September 8, 1954, requires the Attorney General to 
provide technical guidance to States concerning the protection of penal institu- 
tions and the control and utilization of prisoners and facilities during a civil- 
defense emergency. This estimate makes no provision for a comparable survey 
and service to Federal penal and correctional institutions which are covered in 
our regular budget; neither does it contemplate any alteration or provision of facil- 
lules or accommodations for prisoners in the event of a civil-defense or national 


emergency. 
Basis of estimate 
The following two items make up the amount requested: 
$37, 405 
12, 595 


50, 000 


To earry out the delegation which will involve the furnishing of technical 
guidance to some 260 penal institutions it will be necessary to establish a Penal 
Institution Guidance Board for Civil Defense. The Board will be responsible 
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for preparing and following through with detailed plans concerning the securit 
of prisoners, controlled evacuation, the measures to be taken for survival, pro- 
tection against radioactive fallout and other civil-defense matters. In addition 
plans for the use of prisoners and institution facilities to help the communities jy 
the event of disaster will be formulated. The Board members will be required 
to visit the State governments and some State institutions, maintain liaison with 
the Attorney General and the Federal Civil Defense Administration, and furnis} 
such advice, technical guidance, and implementing suggestions as the State peng 
institutions may require. The Board will be composed of the following: 
1 penal institution administrator, GS-14 
1 medical officer, GS—14 
1 penal institution specialist, GS-12 
1 engineer, GS-12 
1 clerk, GS-5 
1 clerk, GS-4 
The estimated net cost for personal services is $37,405. 
The necessary administrative travel and equipment expenses required to carr 
on the functions of the Board will amount to $12,595 during the first year of 
operation. 


5. DEPARTMENT OF INTERIOR—JUSTIFICATION OF ESTIMATE 
ESTIMATE, FISCAL YEAR 1956, $75,000 


The purpose of this estimate is to provide a small staff to develop a program t 
carry out a proposed delegation of authority to the Secretary of the Interior t 
direct Federal activities designed to procure, transport, distribute, and stor 
fuel supplies to attacked areas and reception centers, consistent with the nationa 
emergency fuel program. It is proposed to accomplish this program planning by 
adding to the existing. staff of the Office of Oil and Gas as well as the Office of 
Minerals Mobilization, both in the Office of the Secretary of the Interior. 

The activities of this additional personnel will be confined to the development 
of plans for the procurement, allocation, distribution, transportation, and storag 
of fuel supplies as well as other materials or facilities necessary to provide ade- 
quate fuel supplies to attacked areas and reception centers. This will require 
constant consultation with officials of the Federal Civilian Defense Agency, the 
Office of Defense Mobilization, the Department of Defense, and other Federa! 
agencies, State and local civil defense agencies, industry committees, and other 
industry representatives, labor unions, civic organizations, and other interested 
groups. 

Although the additional personnel for each of these 2 offices would. consist onl) 
of 4 commodity specialists and 2 clerical-stenographic assistants, the costs antici- 
pated for travel, long-distance telephone calls, and reproduction of printed ma- 
terial would be considerably above that expected under normal operating condi- 
tions. Many problems cannot be solved by any other means than on-the-spot 
meetings and conferences. Other problems can be solved by long-distance tele- 
phone calls but since time is essential such means of communication must be 
utilized rather than normal correspondence methods. 

It is contemplated that existing industry committees will be utilized fully i 
these activities at a minimum cost to the Federal and State Governments. 


6. Housinc AND Homge FINANCE AGENCY—JUSTIFICATION OF ESTIMATE 
ESTIMATE, FISCAL YEAR 1956, $100,000 


Defense planning activities 


Under a delegation of authority from the Federal Civil Defense Administrator 
contained in FCDA delegation No. 2, approved by the President on September 
1954, the Housing and Home Finance Administrator has responsibility for: 

1. Conducting research and providing technical guidance to the States concerh- 
ing protective standards for new housing construction and temporary shelter ip 
existing housing facilities. 

2. Planning a national program, providing technical guidance to the States, and 
directing Federal activities concerned with the provision of temporary emergency 
housing in support of areas subject to enemy attack. 

3. Planning a national program, developing technical guidance for States, an¢ 
directing Federal activities concerned with the emergency restoration of essentlas 
housing and those related community facilities damaged by enemy action for whic! 
the Agency normally has legal responsibility. 
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This delegation gives the Housing Agency an important role in the vital program 
of readiness for civil defense. At the present time, however, the Agency is not in 
a position to know in any detail what its role will be. The first steps to define 
that responsibility involve problems of housing and community facilities under 
conditions of mobilization and war that are completely outside the realm of pre- 
vious experience. An attempt to spell out and undertake specific projects and ac- 
tivities before this basic thinking has been done would be apt to lead down many 
blind alleys and would be wasteful. The budget request for fiscal 1956 is, there- 
fore, intended to provide a small staff to do the basic thinking and planning for 
carrying out the Agency’s responsibilities for civil defense. 

It is planned to direct civil defense planning activities during fiscal 1956 toward 
three broad objectives: First, to identify, within the broad delegation of authority 
and responsibility, the specific activities with which the Housing Agency will be 
concerned; second, to develop detailed plans for the highest priority projects and 
activities to be undertaken during fiscal 1957; and third, to carry on liaison with 
Federal Government agencies, State and local governments and civil defense 
organizations, and nongovernmental organizations in order to learn what planning 
has already been done for housing and community facilities and for closely related 
fields, to provide the basis for defining the scope of the Agency’s activities, and to 
coordinate the Agency’s activities with those of other Government agencies and 
nongovernmental organizations. It may be that in the course of discussions and 
studies during fiscal 1956 scme projects will be identified, which are considered 
to be of an urgent character by this Agency and the Federal Civil Defense Ad- 
ministration. If so, authorization to undertake such projects immediately may 
be requested through normal channels. 

Thus far, we have identified in only a preliminary way some of the major fields 
and goals with which our planning activities will be concerned during fiscal 1956. 
For example, in the field of protective standards for housing, the objective will be 
todevelop and make available materials and methods for increasing the resistance 
of both new and existing housing to blast, atomic radiation, heat radiation, and 
fire resulting from atomic and nuclear fission weapons. The Agency has been 
cooperating with FCDA in the atomic te ‘ts of dwelling structures held this spring 
and has assigned staff members to work wi:h the civil effects test group in evaluat- 
ing the results of the blasts. The objectives of these tests are to develop additional 
data on the behavior of a variety of residences exposed to nuclear effects. The 
project is concerned primarily with blast. By determining the behavior of these 
residences it will be possible to develop the best steps to be taken for the protection 
of families living in such residences, to develop, within the limits of practical 
economy, methods for strengthening of such houses, and to gather information 
on the possible emergency use of such houses by use of emergency shoring and 
other repairs. On the basis of the knowledge gained in the atomic tests, con- 
sideration will also be given to the development of simplified standards and 
techniques of construction, making use of substitute materials and unskilled labor, 
foremergency restoration of housing. 


Mr. Toomas. Mr. Administrator, I am sure you have a statement, 
or some words which you would like to give us, and we are anxious 
to hear from you as long or as short as you want to make them. 

Mr. Parturps. Mr. Chairman, before the governor makes his 
statement, could we have on the record a short statement to distin- 
guish between Public Law 920, I think it is, and the act of 1950? I 
am not quite clear in my mind just what the distinction is. 

Mr. ArrKen. They are the same. 

Mr. Tomas. Mr. Administrator, we will be pleased to hear you 
at this time. 

GENERAL STATEMENT 


Mr. Pererson. Mr. Chairman, I am very happy to have the 
opportunity to appear before your group again, and I believe that 
pualy my statement can be made in a shorter period if I read it 
or you. 
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I hesitate to impose reading upon you, but I think there are certain 
things which need to be said in regard to this program, and this 
request. 

Mr. Tuomas. All right; you may proceed. 

Mr. Pretrerson. When I appeared before your committee on March 
26, I said that as we learned more about the increasing civil defense 
problems, such as radioactive fallout and its implications—with 
respect to evacuation of our target areas—we might find it necessary 
to ask Congress for additional appropriations, in order to better rro- 
tect the American people. 

We are here today to ask for $16 million additional, to be appro- 
priated for fiscal year 1956. This amount includes $10 million for 
surveys and development of evacuation plans and $2 million for 
related research. The amount is requested without a time limit on 
its obligation and expenditure, in order to provide necessary flexi- 
bility in its use. The request also includes $1 million for personnel 
and related expenses to carry out the surveys and research program, 
and somewhat more than $3 million to further implement the pro- 
gram of civil defense delegations. You probably will recall that a 
Senate subcommittee recently urged more extensive delegations to 
utilize to the fullest possible extent the resources of the Federal 
Government for civil defense. The Federal Civil Defense Adminis- 
tration concurs in this attitude. 

Operation Cue, our recent atomic test in Nevada, clearly demon- 
strated—if further evidence were needed—the urgent need for evacua- 
tion planning. It showed that few living things within the area 
technically labeled ‘‘severe damage” (this includes the areas of com- 
plete obliteration and heavy destruction) could survive an atomic 
detonation unless elaborate shelter and other protective measures 
had been taken. This severe damage area has a radius of about 
1 mile, if a World War II-size atomic weapon is involved. Fora 
multimegaton hydrogen bomb, however, the comparable area would 
have a radius of 5 or more miles. 

The casualties in an attack with such weapons is horrible to con- 
template. In the absence of a complete dispersion of our great pro- 
ductive and population centers, the only possible safety for the people 
in our target cities lies in preattack evacuation. Shelters cannot be 
constructed to withstand the effects of the bomb at, or near, ground 
zero, however, and any program to construct complete shelter facili- 
ties would run into untold billions of dollars. This, then, leaves us 
with no reasonable or practical alternative to evacuation, at least 
from the areas of probable severe damage. The tremendous invest- 
ment now being made by the Air Force in early warning devices indi- 
cate strongly that sufficient time will be available for evacuation, if 
our cities can develop the capacity for making it work. 

People are our most important defense resource. Since concentra- 
tions of people present prime targets, our program for thinning out 
the population through evacuation will actually reduce our vulner- 
ability. 

We simply cannot proceed to solve the problems of civil defense 00 
a sensible basis until the facts of evacuation are determined. The 
complex job of evacuation requires that such planning be based upon 
facts, not guesswork. 
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While some of the responsibility for developing adequate plans lies 
with the States and cities, the Federal Government has a primary 
responsibility for determining certain basic data and for providing such 
funds and personnel as are necessary to stimulate the development of 
evacuation plans. It is for this reason that the President is requesting 
funds at this time. In the appropriation for “Surveys, plans, and 
research,” it is intended that funds will be made available for detailed 
evacuation studies in each of the critical target cities and in other 
affected areas. 

Evacuation means more than just an exodus from a city. It makes 
evident problems not only in transportation availability, traffic con- 
irol, and adequacy of routes but in shelter trom the elements and 
fallout and all of the welfare problems incident to survival for those 
who are displaced. 

That is why the $10 million is requested to determine basic facts in 
three major areas: 

(1) Determination of transportation resources, traffic routes, 
capacities, and control procedures. 

(2) Determination of the adequacy of existing protective cover 
in the areas not likely to be severely damaged. This in turn will 
permit us to plan for public shelters for those that cannot be 
reasonably accommodated in the basements of existing homes, 
public and business buildings. 

(3) Planning for all those things necessary for the survival of 
those people who reach such shelters. 

These surveys will contemplate not only the primary effects of the 
bomb; that is, blast and heat, but also the impact which will be made 
pon evacuation plans by the existence of radioactive fallout. Instead 
of simply getting out of the cities, thousands of people would need to 
be protected from the effects of this new threat. 

These surveys which we propose will be made in the closest co- 
operation with States and cities, each of which presents a different 
situation and creates different problems. In the major areas which 
will be investigated we will determine the number of persons who can 
be moved out of various areas as related to time; the number who 
will have to be protected by other means; and the number who can 
find accommodation and shelter in existing structures. We want to 
help the States and cities develop the “facts of evacuation” so that 
they can be applied most efficiently against the job of saving lives. 

It is probable that in areas of great population concentration, per- 
sons will have to be housed and sheltered along evacuation routes in 
schools and similar structures. The surveys, and the research con- 
nected with them, will help to define the answers to these vital 
problems. 

We are requesting $2 million for the research. While it is expected 
that this research will be primarily concerned with the complicating 
problem of fallout, it will also be used in a number of fields of vital 
importance for the development of evacuation plans. There is a 
great need, for instance, for research in warning systems, and in 
systems which will allow us to communicate immediately with masses 
of people, both during evacuation and in reception areas, without 
providing navigational radio aids to enemy planes or missiles. 

As a companion to the $12 million requested for surveys and re- 
search, we are asking for $1 million to supplement our 1956 operations 
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appropriation. This amount is for personnel, travel and other ad- 
ministrative expenses, in support of the surveys, plans, and research 
program. The major part of the personnel will be located in regional 
offices in order that they may be readily available for guidance and 
assistance to State and city directors of civil defense in the conduct 
of the surveys. It is expected that in many cases, a representative of 
FCDA will spend virtually 100 percent of his time at the State head- 
quarters, helping with the surveys. Only in this way will we be able 
to keep all areas adequately informed of the developing techniques of 
the studies. 

I do not wish to create the impression that this additional personnel 
will be needed only for the period of time during which the studies are 
being conducted. A tremendous amount of training and indoctrina- 
tion must be undertaken with respect to this new staff. We fully 
expect that when the surveys are completed, the need for continued 
Federal emphasis will be even greater than now because of the greatly 
increased interest and appreciation of civil defense at State and local 
levels, brought about by the survey program itself. 

Now I should like to discuss the third portion of this supplemental 
request, the $3,050,000 which we are asking to be expended for civil 
defense purposes under section 201 (b) of Public Law 920, Civil 
Defense Act of 1950. This section provides that the Administrator 
is authorized to delegate, with the approval of the President, to the 
several departments and agencies of the Federal Government appro- 
priate civil defense responsibilities. It further authorized him to 
review and coordinate the civil defense activities of the departments 
and agencies with each other and with the activities of the States and 
neighboring countries. The same law in section 405 admonishes the 
Administrator to refrain from engaging in any form of activity which 
would duplicate or parallel activity of any other Federal department 
or agency. 

It has been apparent to me that attempts to harness the resources of 
the Federal Government for civil defense purposes, by means of loose 
agreements unsupported by enabling appropriations, were ineffective. 
I, therefore, ordered that the provisions of section 201 be invoked. 
After almost a year of planning and interagency conferences, dele- 
gation No. 1 to the Secretary of Health, Education, and Welfare was 
approved by the President on July 14, 1954. This was quickly followed 
by delegation No. 2 to the Secretaries of Agriculture, Commerce, and 
Labor, the Attorney General, and the Housing and Home Finance 
Administrator, on September 8, 1954. 

These 2 delegations involve 26 specific civil defense programs. 
Three additional programs for the Department of Commerce and one 
to the Department of Interior, were approved last week as delegation 
No. 3 and are included in this appropriation request. 

By agreement with the Bureau of the Budget, one of the general 
provisions of each delegation provided that— 

Each of the designated officials shall be esponsible, after consultation with 
the Federal Civil Defense Administrator, for requesting such appropriations % 
may be required for its delegated responsibilities. 

However, on March 18, 1955, the House Appropriations Subcom- 
mittee disapproved the “piecemeal consideration of appropriations 
for these activities by the legislative branch” and requested FCDA 
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to prepare and present to Congress a total, integrated program in time 
for appropriate action during this session. 

This portion of the budget presevts our efforts to date to integrate 
civil defense into the structure of Government, as provided by the 
above legislation. In order to emphasize our joint responsibilities 
with the States, we are seeking to organize the personnel, facilities, 
and resources of the Federal establishment for the purpose of rendering 
effective and well-coordinated support to the States in the event of 
attack. 

Instead of attempting to build an unrealistic standby Federal 
establishment for civil defense, our purpose is to take advantage of 
the competence of existing Government departments and agencies. 
We seek to utilize their technical know-how, their long established 
channels of communications, their well-defined areas of responsibility, 
their invaluable experience at their own job, and their skilled personnel. 

This effort at integration is pick and shovel work; it is without 
glamour, and takes much time, patience and hard work. Such a 
program is difficult to develop but it is practical, realistic, and it will 
work when needed. 

These organized, preparatory measures that will gear government 
at all levels to the task at hand, will in a great measure determine 
whether the Nation can withstand the onslaught or will have to 
capitulate. 

We are advising the States and their political subdivisions that they 
also should organize along these same lines, by building all those 
functions of civil defense into the elements of local government best 
equipped to perform the job and produce results. 

State civil-defense responsibilities cannot be left stranded in a 
separate and inadequate State office, any more than FCDA can work 
alone at the Federal level. By itself, the civil-defense job will not 
achieve the purpose intended. All levels of Government must inte- 
grate the whole program into every appropriate element of the execu- 
tive branch. 

The States can expect well-planned and orderly assistance from the 
Federal Government once the agencies are financed to carry out their 
delegated responsibilities. 

The joint responsibility of Federal and State governments can be 
served most effectively by the intelligent utilization of those channels 
of government with which we are most familiar, and through which 
there can be introduced selected plans, programs and projects, in 
whole or in part supported by Federal funds. 

On May 11, 1955, the President established the Civil Defense 
Coordinating Board which will include the representatives of all major 
departments and agencies of the Government concerned with civil 
defense, whether or not they have received specific delegations from 
FCDA. This effort will assure the intelligent coordination of Federal 
activities and allow for the maximum utilization of Federal resources 
in support of the States. This can best be achieved, we believe, by 
giving every element of government the greatest possible oppor- 
tunity—consistent with their normal functions—to contribute to the 
development of civil defense and to share in its responsibilities. 

Thus we seek a dependable stability in our present efforts, a solid 
foundation for vigorous expansion as needed. 
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The principles and purposes, sketchily outlined here, must be jn 
my judgment the objectives through the coming year. 

The $3,050,000 requested at this time for financing the integration 
of civil defense into government through delegate agencies includes 
the following, by agency: 

Health, Education, and Welfare $1, 950, 000 
Labor ek. 250, 000 

, 000 
Interior - 5, 000 
Housing fa at "000 
Justice i g "000 


Total 3, 050, 000 

The agency budgets have been carefully reviewed by my staff and 
I can assure you that there is no overlapping or duplication of functions 
between these requests and my original or supplemental requests for 
1956. 

The budgets herein presented are substantially made up of the 
individual agency requests which have already been or would have 
been presented to you, Mr. Chairman, separately by the delegate 
agencies. 

I would like to emphasize that this budget does not represent the 
total cost of an integrated civil-defense program. It is a modest 
but reasonable beginning. 

Permit me to review briefly the highlights of the delegations and the 
departments and agencies to which they have been made. 

To the Department of Health, Education, and Welfare: 

Financial assistance to injured and needy. 

Acquisition, transportation, and payment for clothing. 

Detection, identification, and control of public health hazards, such 

as communicable diseases and biological warfare. 

Provision of Public Health Service reserve personnel. 

Civil-defense training in the regular curriculums of schools and 

colleges. 

Protective measures for schools and hospitals. 

Protective measures for water, sewer, and other public health 

facilities. 

Emergency restoration of public-health facilities. 

. Food and drug inspection and control. 

To the Department of Commerce: 

Juidance to State highway departments in the designation of civil- 
defense emergency highway routes. 

Coordination of State and interstate highway systems in their 

designation and use for civil-defense purposes. 

Emergency clearance and restoration of highways and bridges 1 

damaged areas. 

Highway traffic-control problems during an emergency. 

Assist States in development of basic data for operating plans. 

Plan that portion of a national highway-construction progral 

required to meet civil-defense evacuation needs. 

Develop techniques and improved capabilities leading to improved 

forecasting of radiological fallout patterns. 

Prepare and issue currently forecasts of probable fallout patterns. 





ejvil- 
their 


es in 


eral 


roved 


terns. 


771 


To the Department of Labor: 

. Utilization of the labor force during a civil-defense emergency. 

9 Coordination of the nationwide employment service offices for 
recruiting, referring, and utilizing workers to meet ‘civil-defense 
needs. 

3 Determine methods of compensation for workers in the emergency. 

_ Plan system of compensation payments for the injury or death of 
workers engaged in civil-defense activities. 

_ Plan for the financial assistance for the temporary aid of members 
of the labor force made idle by destruction of working places. 

To the Department of Interior: 

Plan and direct Federal activities designed to procure, transport, 
and distribute adequate fuel supplies to attacked areas and re- 
ception centers. 

To the Department of Justice: 

. The protection of penal institutions and the control and utilization 
of prisoners and facilities. 

To the Housing and Home Finance Agency: 

. Standards for protective construction in new housing and temporary 
shelter in existing housing. 

2. Temporary emergency housing. 

3. Emergency restoration of essential housing and related community 
facilities. 

To the Department of Agriculture: 

. Biological and chemical warfare against crops. 

2. Plan and direct an overall food program aimed at maintaining 
adequate emergency food supplies. 

Prevention and control of fires caused by enemy attack in rural 
areas. 

| must point out that Agriculture has made no request for additional 
funds, but has indicated a capability of absorbing the expense incident 
to performing these responsibilities during the next fiscal year. 

This listing of responsibilities indicates the scope and variety of the 
many vital civil-defense responsibilities that have been assumed by 
these other agencies. We have as many more under consideration. 

In conclusion, Mr. Chairman, I wish to thank you and the committee 
for the opportunity to discuss this appropriation request with you. 
| would like to reiterate my belief that these funds are vitally necessary 
in order to carry out the civil-defense program as entrusted to us by 
Publie Law 920. 

| respectfully urge your favorable consideration of them. 

Mr. THomas. Thank you, Governor, for your statement. 


TIME REQUIRED FOR EVACUATION 


The best information available now is that you may have from 30 
minutes to 2 hours warning, and how are you going to evacuate a 
city like Washington under a period of a week? 

Mr. Peterson. We can do it in a matter of hours, but we certainly 
cannot do it in 30 minutes. However, the best information I have, 
Mr. Chairman, is that when the distant early warning line is com- 
pleted, we would expect to have, on a reasonable basis, from 4 to 
6 hours of warning time in terms of today’s bombers. 

Of course, if we ever get into the intercontinental ballistics missiles, 
We are up against a totally different problem, and that may come 





sometime in the future, although no one can predict as of today that 
it is going to be a certainty. However, I felt that the evil of today js 
sufficient in this business, and if we could work out plans which would 
stand firm for a period of years, until the time that an intercontinental 
ballistics missile possibly comes into being, we would have made g 
gain. 

I might say to you, Mr. Chairman, that the point which you raise 
is an extremely important one, and an interesting one. 

Some men of great stature in the military field feel that we right 
now have several hours of warning time, and their attitude in that 
respect is that the nature of the problem which would confront a pos- 
sible enemy is so difficult in timing with respect to the attack on our 
overseas bases and our home bases, that they just feel that we would 
have a number of hours even presently. However, you can get a 
disagreement there. 

The man who has the immediate responsibility and who is the com- 
mander of the Continental Air Defense Command, will never speak 
presently in terms of more than minutes or an hour, or two at the 
most. 

I think, within the Department of Defense, however, itself, there 
is now the feeling that as of today we could plan on, roughly, 2 hours, 
with the hope that when the distant early warning line is completed, 
we would have 4 to 6 hours. 

The problem is going to be extremely difficult, and I do not want to 
minimize it. 

The purpose of asking for the money which we are requesting today 
is to permit us to make the necessary studies to determine whether 
we can evacuate the cities. We may find in some instances, New York 
being a notable one, that it is pretty difficult to carry out an evacu- 
ation program. However, in some of the other cities, I believe we 
can do it. 

All of these studies indicate that we can. We have run about 15 
tests, including the Milwaukee study, which we discussed with you 
previously, and all of them indicated that it will work. 

Mr. Tuomas. Each city will have its own individual problems, 
but you are really up against a hard one in New York, and maybe 
Chicago too, because you are at least blocked out in 1 or 2 directions 
with water in each one of those 2 great cities; are you not. 

Mr. Peterson. Yes, sir; there will be cities in America, where it 
will be difficult and which these studies will reveal, but every indication 
as of the present is that evacuation will save a tremendous number of 
lives. However, we intend to combine evacuation with shelter. 

You have to have both; you cannot rely on just one. 

You have to shelter the people who are evacuated outside of the 
assumed area of complete destruction. 

Mr. Yates. How do you propose to shelter them? 

Mr. Prerrerson. I would propose, and have been proposing for 4 
long time, that anyone who lives 11 or 12 or more miles from an 
assumed aiming point, construct a backyard shelter of his own, and 
provide his own shelter for himself and his family. However, we 
have some other proposals. We are proposing, in connection with 
this next year’s program, 1957, that in public-school buildings, and 
other public buildings, which are built that distance from an assumed 
aiming point, that shelter be constructed there, perhaps not under 
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the building, but under the playgrounds, at public schools for the 
protection of the children in the neighborhood. 

Mr. Yarses. What will you do with your large apartment buildings? 

Mr. Pererson. Nothing has been done in the United States about 
that, at all. Any apartment building which is located out that 
distance should have a shelter constructed into it, and, actually, 
Sweden requires that right now in all apartment houses which are 
built at a certain distance from an assumed aiming point, that such 
shelter be built therein. 

Many countries of the world are ahead of us in that respect. 

Mr. THomas. Your problem is certainly relatively simple in regard 
to people living out 10 or 12 or 15 miles from a target area, as compared 
with how you are going to shelter the people who have to leave the 
target area by the thousands. 

Mr. Pererson. Yes, sir; and that is one of the purposes for the 
request of this money—to make the studies necessary to come up 
with an answer to that problem. I personally, while accepting the 
responsibility of this work, will not ask the Congress for any money 
for a shelter program until we have made these studies which would 
indicate what a logical request would be. 

In other words, I do not want to be in the position of asking for 
money which I cannot justify. 

Mr. THomas. What is your present thinking on the problem of 
shelter for the evacuated people from the larger cities? 

Mr. Pererson. As soon as we have made these studies, and ascer- 
tained the percentage of the people who could not best remain in 
their own back yards, or basement shelter, and who must leave the 
area of total destruction, when we have determined that, the next 
thing we want to utilize this money for is to find out the number or the 
percentage of the people we evacuate who can find outside refuge 
from radioactive fallout in the basements of existing structures. In 
other words, find the amount of shelter provided in all public buildings 
and private homes, and in the Maryland and Pennsylvania type of 
barns, or anywhere where there is protection against fallout. That 
would then permit us to know what percentage could not get protec- 
tion, and that is the percentage for which we would have to request 
funds to build protective shelters along the roads. In any event, 
that is going to run into a lot of money, but I do not want to ask for 
that money until I have a reasonable basis on which to estimate the 
amount of money. 

The third thing we are asking for here, this $10 million, is to make 
surveys of all of the existing structures within 50 to 100 miles of all 
of our great cities, in order to determine what percentage of the people 
can get reasonable shelter accommodations over a period of days or 
weeks, or until they can be relocated in America, and get reasonable 
shelter and food accommodations, of course, on an emergency basis. 


SHELTER STUDIES 


Mr. Tuomas. Governor, can you not depend upon the normal 
human being, if he is lucky enough to get out of one of these congested 
areas, to find any available shelter in that part of the country? 

It is a question of the survival of the fittest. You cannot allocate 
‘place to him; if there is a dozen available, because first come is 
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going to be first served. Your study, when it is all through, is not 
going to amount to too much, because you are going to use what js 
available. What is available will be found without your study, 
Your study is not going to add any more existing shelter; is it? 

Mr. PeTERson. ‘No; but we are going to have to use what is out 
there, certainly, and should use it to the maximum. We want to 
use it as efficiently and as effectively as we can. There will be no 
hope for the people unless we do work out plans that permit the 
maximum degree of order in one of these operations. The greatest 
danger which I can forseee would be if we let the people go out, or if 
the people went out without a plan, and without order. 

Mr. Tuomas. How in the world, under those circumstances can 
you plan in advance an orderly evacuation? 

Mr. Prerrerson. You can plan order. 

Mr. Tuomas. People under the stress and strain of such an attack 
do not conduct themselves in an orderly fashion. It is a question of 
survival of the fittest, and all the plans which you can make for them 
from now until kingdom come will be thrown out the window under 
those circumstances. 

Here is a house, and you cannot allocate X house to Y person, under 
those circumstances. In the first place, Y may never show uw), 
and the first to come is going to be the first served under these cir- 
cumstances. 

Mr. Perrnrson. The only hope for us at all is to work out these 
plans, and then practice them a number of times. We will have to 
have evacuation of these great cities in peacetime and practice these 
plans. 


Mr. Tuomas. Evacuation is a different subject. We were talking 
about shelter after you got them evacuated. 

Mr. Peterson. That is correct, but this all has to be considered 
as one problem. In other words, we have to evacuate in order to 
save their lives from the effects of blast and fire, and then to shelter 
them against the effects of radioactive fallout. 


EVACUATION STUDIES 


Mr. Tuomas. Let us be specific, and get down to this $12 million 
item. 

This is for research along the lines you just indicated, and it calls 
for about $100,000 for each large populated center, and this money 
is to cover studies covering about 1 million people in 92 different cities 

How are you going to spend this money in each city, and give us 
a breakdown of that $100,000 which you contemplate spending in 
each one of the cities? 

Mr. Pererson. Mr. Chairman, may I first read into the record the 
three general broad things we intend to do with respect to each one 
of these cities? 

Mr. Tuomas. Very well. 

Mr. Pererson. First, we want to make a determination of trans 
portation resources, traffic route capacity, and control procedures, al 
each one of these big cities. That is what we did in Milwaukee, 
which involved the only study of its kind ever made in the history 
of the world. It concluded: “Any evacuation is better than 10 
evacuation.” 
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No. 2, we want to make a determination of the adequacy of existing 
protective cover in the areas not likely to be severely damaged. This, 
in turn, Will permit us to plan for such shelter for those that cannot 
be reasonably accommodated in the basements of existing homes, 
public, and business buildings. 

No. 3, planning for all those things necessary for the survival of 
those people who reach such shelters. 

Mr. Tuomas. Plan No. 1 is evacuation, and plan No. 2 is shelter? 

\Ir. Pererson. Yes, sir; shelter against radioactive fallout, and 
\o. 3 is planning for all those things necessary for the survival of 
those people who reach those shelters. 

We have to feed them, and render all the services which will be 
necessary, and shelter them until such time as they can be relocated 
at other places in America. 

We simply cannot proceed in civil defense in an orderly fashion 
until we have made a study of this nature, because, otherwise, any 
attempt to figure out what you should do in the way of building 
protective cover would be completely a guess. 

Mr. Toomas. What is your plan in regard to feeding them? 

Mr. Pererson. Well, we have made a delegation to the Depart- 
ment of Agriculture, with Presidential approval, and we are placing 
the responsibility for the providing of food for these people with the 
Department of Agriculture. 


DELEGATION OF RESPONSIBILITIES 


Mr. Tuomas. The justifications state that you have made. dele- 
vations to all agencies except the Department of Agriculture, but you 
lave not delegated anything to that Department. 

Mr. Puriuips. It says that the Department of Agriculture is ex- 
pected to absorb it. 

Mr. Airken. We have delegated responsibilities to the Department 
of Agriculture, but they have not asked for any money this year. 

Mr. Pererson. We have delegated responsibilities and will delegate 
more, but they have not asked for none y to fulfill their delegation at 
this time. They can, they think, absorb the cost in the first year, at 
least, through their regular resources, but we have made such dele- 
gations; we have made 26 specific delegations i in the Government up 
until this time, and we will be making more. We are studying the 
problems and making the delegations as we go along. 

The delegation to the Department of Agriculture involves the 
control and eradication of the effects of biological or chemical warfare 
against crops and animals; provision of adequate emergency food 
supplies for attack or support areas; prevention and control of fire 
caused by enemy attack in rural areas of the United States. 

Mr. Tuomas. Out of the 26 delegated, only 6 of them are seeking 
funds. The remaining 20 have absorbed the cost of their own studies; 
is that correct? 

Mr. Pererson. There are 26 delegations to 7 agencies. This is an 
entirely new program. 


ESTIMATED COSTS OF EVACUATION STUDIES 


Mr. Tuomas. Give us some little bit more concrete information 
with reference to your estimated cost of $100,000 for each of these 
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92 areas, that you are going to spend now for studying plans fo; 
evacuation, and studying plans on shelter, and your third plan which 
is a broad, general sweepup category under which you will study 
everything relating to the entire problem. 

Mr. Prerrerson. The question, I assume, is directed as to how we 
arrived at the estimate of $100,000 for a critical city that will }p 
studied. Our estimate with respect to the first part of this problem, 
that is, the evacuation problem, is based upon our experience in the 
Milwaukee study. We did make a study of this problem in \j. 
waukee, and it did cost us a certain amount of money. 

Mr. Tuomas. Well, what did it cost you? 

Mr. AITKEN. It cost $29,000 for the part that we did. 

Mr. THomas. Was the cost $29,000? 

Mr. Peterson. Yes, sir. 

Mr. Tuomas. Was your total cost at Milwaukee $29,000? 

Mr. Petrerrson. Yes, sir. But that involved only the traffic engi. 
neering, and the traffic-control procedures necessary for evacuation in 
Milwaukee. 

Mr. Puiturps. But it probably did not include the administrative 
expense, Mr. Chairman; is that right? 

Mr. Peterson. That is correct, and more than that, we utilized 
to the fullest the resources of the State, the county and the city. I 
other words, that was a part of our agreement with them when we 
went in there. We did not duplicate any information or any pn- 
cedures in which they had been engaged between the city or the other 
units involved. 

Now, in getting ready for this hearing, and this request, in connec- 
tion with this item, we went back to Milwaukee and asked them to 
help us determine whether this was a reasonable figure, and to deter- 
mine what was required, and what was involved in terms of man-hours, 
and in making a study of this kind. 

Mr. Airxen. Their estimate was much bigher than ours. 

Mr. Prtrerson. It was the feeling of the authorities in Milwaukee 
that the total cost for making a study of this kind would be about 25 
cents per capita. We have cut our request to considerably less than 
that on a per capita basis. I believe it is approximately 10 cents per 
capita. 

COST OF MILWAUKEE STUDY 


Mr. Tuomas. Your figures here indicate that you are about three 
and a half times as high for one of these studies as you spent il 
Milwaukee. 

Mr. Peterson. Yes, sir. However, that is just about one third of 
the study. That Milwaukee study involved about one third of the 
problem. 

That study was only concerned with the determination of the traflic 
engineering problems, and traffic-control problems. 

Mr. Tuomas. That is 90 percent of your load; is it not, if you get 
them out of the area? 

Mr. Peterson. No; I think not. Of course, that is the first step. 
If we do not get them out of the area, we assume they are dead, bu! 
when we have them out of the area, we now have this problem of 
radioactive fallout against which they must be protected. 

Mr. Tuomas. How much money will you spend at each one 0 
those cities on radioactive fallout? 





oan 


_ ee — a 


S for 
vhich 


tudy 


W We 
ll be 
blem, 
n the 


Mil. 


engl. 
10D in 


rative 


‘ilized 

In 
an we 
* Dr0- 
other 


nnec- 
em to 
deter- 
hours, 


aukee 
yut 25 
; than 
ts per 


three 
mt i 


uird of 
of the 


traffic 
Ou gel 
[ step. 
d, but 
em of 


yne of 


777 


Mr. Pererson. The radioactive fallout part of it, or that phase of 
the study, would be the second phase of the study. We have broken 
this down on page 8, Mr. Chairman. 

Mr. Tuomas. I am looking right at it. 

Mr. Pererson. After we have spent the $29,000 on just getting 
the traffic engineering and supervision planning cost, we have this 
problem of the essential urban analysis. 

We make an analysis of every city in order to determine exactly 
where the people live. We work with the Bureau of the Census in 
that respect. They have done a lot of work in this field. 

Mr. THomas. What good is that going to do, your knowing where 
they work and where they live? 

\r. Puitures. They are not going to be there. 

Mr. Tuomas. Your problem is to get them out of there? 

Mr. Pererson. That is right. 

Mr, THomas. What they did before that time arises is of absolutely 
no value. 

Mr. Pererson. We cannot get them out of there unless we know 
exactly where they are, at any given hour of the daytime, and any 
given hour of the nighttime, and studies of this kind are made for every 
city in the United States. You must know where these people are 
located in order to know how to get them out, you must know whether 
the roads are sufficient, and whether you have the transportation 
necessary and the control procedures for getting them out. 

Mr. Tuomas. The city planning commission of each city has that 
information; does it not? 

Mr. Perrrson. I do not believe so, sir. Certainly, we are not 
duplicating anything that any city has, and we would utilize the 
resources of the city, but we have been leaders in this business of urban 
analysis in the United States. I do not have the charts with me here, 
but if I did have them, I could show you how material it is to know 
exactly where these people are located, which goes to the core of this 
problem. 

Mr. Yares. Would that not require almost a completely new 
census? 

Mr. Pererson. It would require an up-to-date census, but we 
utilize those figures, if the Bureau of the Census has them. 

Mr. Yarss. Of course, that information is now 5 years old; is it not? 

. : Prrerson. Yes. If the people in the city are famliar with this 
problem——— 


BASIS FOR AMOUNT OF ESTIMATE FOR EVACUATION STUDIES 


Mr. Tuomas. Governor, we want to cooperate with you, because 
your problem is a very difficult one, we know that. But I have read 
over your justification here fairly carefully, twice, and your big item of 
$12 million on your research and studies is at best your best estimate 
and you certainly did not put your estimates on the low side, did you? 

Mr. Pererson. No; but we have tried to put them at a reasonable 
figure. I would say this, Mr. Chairman: I think you have put your 
finger on the nub of this thing. We are coming in here, and asking 
money for this in order to undertake something which has never been 
undertaken any place in the history of the world. We cannot come 
here and make this request on the basis of experience, but we simply 
have to come in here on the basis of our best estimate. 
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VALUE OF EVACUATION PLANS 


Mr. THomas. Governor, you and your program are certainly to be 
commended for getting out and blazing the trail and trying to wake 
people up and get them interested in this program, and interested jn 
something. That “something,” in the final analysis, is only what 
they themselves can do for themselves, and not you, not your organiza. 
tion nor any bureau of Government nor any city nor any State, nor 
anyone else. This is a question of survival of the fittest. We have 
seen it happen in Europe, and other countries of the world in case of an 
attack, when people have to get out, and all of the best plans which 
have been laid and contrived usually go astray during those periods 
of stress. 

Mr. ¥ares. Will the chairman yield for a moment? 

Mr. THomas. Yes; surely. 

Mr. Yates. I just do not feel that is true. I have a hunch that, 
perhaps, England would not have come through the terrible blitz that 
it did if it were not for the planning and for the organization which it 
had. While it is true that in great measure the fittest do come 
through, I think if you do not have any organization and plans, and 
if you are going to just leave it to guess and chance, we will be ina 
bad mess. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Pererson. The Germans at Hamburg and Berlin did have 
saturating bombings. 

Mr. Tuomas. Every industrial city in Germany had saturation 
bombings. 

Mr. Purtuips. I was in Germany in 1935, and I was in the black- 
out at Hanover—a complete blackout—and when the German Gov- 
ernment, which was a regimented government, did anything, they did 
it, and they did not care what the people thought. They had com- 
plete blackouts in 1935, but it was very difficult to control the people 
when war came 7 years later, after all of these practices, and every- 
thing else. They could not do it. 

Mr. Yates. To control what? 

Mr. Puruuies. To control the movement of the people. It is an 
almost impossible situation. I myself think that the evacuation of 
children and the aged is desirable. I think you ean do that, but I do 
not see how you are going to arrange for the evacuation of a huge city 
on any basis that we have undertaken so far. 

Mr. Pererson. The entire purpose of asking for this money is to 
make the studies in order to determine whether we can do it. I think 
that is a logical and orderly way to go at it. In view of the millions 
of American lives involved, the amount of money we are asking {or, 
even if the studies should prove we could not do it, which I do not 
anticipate, but if they did, it would be money well spent, it would 
seem to me. 

Mr. Tuomas. You have no other alternative. 

Mr. Peterson. No; we will have to go ahead. I would be the first 
to grant that whether we can do this might be stated to be something 
that time will have to prove. However, I do not know of any way \ 
proceed, except on the basis that the Army has proceeded. There are 
many things about the military which one may criticize, but the mil 
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tary assumes that the way to prepare a man for combat is to train 
him under simulated conditions as nearly like combat as possible. 
We must have repeated practices in this program. As far as I know, 
this is the only way one can approach a problem of this kind. 

[ have thought that we must make plans, and then go out and test 
those plans, practice those plans, and do them over and over , until we 
get as automatic a response as we can, and if that will not do the job, 
then the situation is out of our hands. 

Mr. Tuomas. I think you are right. 

Mr. Pererson. I will admit that it is a difficult problem, but I am 
not in a position to say it is an impossible problem. 

| have to do the best I can with it. 

Mr. Tuomas. What is the situation in regard to this $1 million in 
here to supplement your “Salaries and expenses’’? 

Mr. Pererson. May I go back for one moment, Mr. Chairman? 

Mr. Tuomas. Surely. 

Mr. Pererson. I want to comment on these figures which we have 
submitted here for the survey plans, set out on pages 8 and 9. As I 
said, we are the first to recognize that this is very sketchy; that we are 
ina totally new area. However, we did fortify ourselves in every way 
possible. We approached four research centers—including the Na- 
tional Research Council committee on disaster studies; the Columbia 
University Bureau of Applied Social Research; the Tulane University 
Urban Life Research Institute; and Florida State University Depart- 
ment of Sociology—and requested an estimate as to how much it 
would cost if done on the basis of a population area of 100,000, and 


how this cost would be increased in order to do it on a city of 
population of 1 million. 

When the four sets of estimates were collated, they were remakably 
close, and we were able to strike or approximate an average. This 
comes out to $149,000, or approximately 15 cents per capita, based on 
a population of 1 million people. 


RESEARCH 


Mr. Tuomas. Mr. Peterson, how much of this money will you spend 
with research institutions of the caliber which you mentioned awhile 
ago? Certainly, if they cannot be of any help to you, I do not know 
anyone in the country who can be. 

Mr. PeTerson. All of this money that we are asking for under the 

item of ‘Research,’ we would expect to spend with research institu- 
lions in America. 

Mr. Toomas. Do you mean the entire $12 million? 

Mr. Pererson. No; I was referring just to the $2 million, and not 
to the $10 million. I thought you were referring specifically to the 
$2 million. 

Mr. Toomas. Please give us a breakdown of that $2 million, as to 
whom you will spend it ‘with, and for what purposes. 

Mr. Pererson. We have contemplated no contracts or anything 
like that. We have asked for research in several different areas that 
We have indicated here: Evacuation, bomb damage assessment re- 
— warning the public, public communications systems, opera- 
tional communications, public education and training, shelter research, 
research on improvised hospitals, and fire research. 





Mr. Tuomas. The shelter research gets over into your delegated 
authority to the Housing and Home Finance Agency; does it not? 

Mr. Perrerson. All of these agencies will have compatible research 
programs. However, in the final analysis, we have the responsibility 
under the law for the supervision of this entire program, and the con- 
trol of it, and it will be our responsibility to see that there is no over- 
lapping nor duplication of expenditures in any of these areas. 

Mr. Tuomas. Will you please break down further your request for 
$12 million? 

You have $2 million which you will spend for research with institu- 
tions, I presume? 

Mr. Prerrerson. Yes, sir; and $10 million of it will go for the surveys 
we want to make which involve the 3 broad areas that I discussed 
earlier. 

Mr. Tuomas. I note that the problem of traffic is one of the areas, 

Mr. Peterson. Yes, sir; and to make the evacuation studies: to 
make the surveys which will determine what percentage of the people 
can get cover against radioactive fallout in existing facilities, and then 
the surveys that will be made to find out how many of the people we 
can shelter and feed in the areas adjacent to these towns. I might 
illustrate there what we are up against in this way: 

On the basis of preliminary estimates, we think that in the St. 
Louis area, involving about 1 million people, we believe all of the 
people in the St. Louis area can receive reasonable protection against 
radioactive fallout in the basements of existing structures in the 
towns, villages, cities, and public buildings, and perhaps homes, 
within 15 to 50 miles of St. Louis. 

Mr. Tuomas. Take, for instance, St. Louis. How much money 
are you going to spend on the subject of evacuation; that is, traffic 
control, or call it whatever you want to, but that is what it adds up 
to—traffic control. 

Do you intend to spend $29,000, $30,000, or $19,000? You spent 
$29,000, you state here, in Milwaukee. 

Mr. Peterson. The city of Milwaukee has a metropolitan popula- 
tion of about 1.01 million people. St. Louis is about the same size, 
and I would think that the evacuation study portion of that would 
only be about $29,000. 


ITEMS TO BE STUDIED IN DEVELOPING EVACUATION PLANS 


Mr. Tuomas. What would be the nature of this study in Mil 
waukee, and what will it be in St. Louis? 

You have a traffic bureau in the city of Milwaukee, and you could 
spend 5 years, or 2 years, or 1 year, and X dollars, but when you get 
through, you will not know any more about it than those local city 
officials who live with it 24 hours a day, and whose responsibility 1t}s 
on a day to day basis. 

Mr. Peterson. Well, Mr. Chairman, first of all, if I have not 
submitted to the committee for its files, I should like to submit the 
study which was made in Milwaukee. The traffic engineering aspet! 
of this study was made by Wilbur Smith & Associates, of New 
Haven, Conn. 

Mr. Tuomas. It was not made by the local people? 
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Mr. Pererson. No, sir; the study was controlled and directed by 
Wilbur Smith & Associates, of New Haven, Conn., one of the best 
traffic engineering firms in America, assisted by the local people and 
the State authorities to the fullest extent. 

There was also another portion of the study made by the Traffic 
Institute of Northwestern University, which has a worldwide reputa- 
tion in this field. The result of that study is these 2 volumes, and to 
determine what we learned in 1 of our studies would require a study 
of those 2 volumes, but here are some of the projects which must 
be undertaken in 1 of these studies, which involves a list here of 19 
specific items which have to be studied in every 1 of these cases, 
and we would like to introduce that list into the record. 

\ir. Tuomas. Just read the items into the record which must 
be studied. 

Mr. Pererson. First is the location of population by stable unit 
such as census tract, block, or ward. 

2. Analysis of population by census breakdown such as income, 
sex, age, and employment groupings. 

3. Transportation availability in all such categories as highway, 
rail, water, and air. 

4. Movement capabilities with particular emphasis on highways 
and their relation to other means of movement. 

5. Traffic control and supervision requirements. 

6. Communication requirements to coordinate movement control 
and supervision and furnish means for dissemination of public in- 
formation. 

7. Coordination of evacuation responsibilities for all civil defense 
services, 

8. Coordination of all civil defense responsibilities between policitcal 
jurisdiction involved in both evacuation and reception. 

You see, you run into many different counties and cities, and 
municipalities, and villages, and sometimes three or more States. 

9, Available assembly and receptions areas, including analysis of 
capabilities and requirements to bring reception areas to operational 
readiness, as well as methods of management of these areas. 

10. Study and analysis of shelter requirements and availability 
along evacuation routes, and in reception areas. 

11. Analysis of internal alerting capabilities, and requirements to 
bring facilities to operational readiness. 

12. Problems presented by need for special assistance to dependent 
groups, such as the elderly, handicapped, mothers with small children, 
and so forth. 

13. Requirements for school, hospitalization, industrial, and in- 
stitutional evacuation. 

l4. Utilization and integration of available Federal, State, and city 
resources, 

15, Logistical support for evacuation and reception of the evacuees. 

lf. Analysis of mass communication media, and personal-contact 
ipproach found to be effective in the area under study. 

17. Analysis of industrial population reception so that critical skills 
nay be quickly located and utilized. 

18. Analysis of problems presented by the return and/or resettle- 
hent of evacuees. Maybe, the city will not be bombed, and we can 
eturn them to the city. 
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19. Study of such other problems as may require solution for the 
development of an operational plan. 

This is an attempt to break down these 3 broad areas which | 
spoke of into some-19 parts. In this study you will find that the 
traffic engineering people study very carefully the ability of the 
highways to move these people out, locate the points of deficienc vy, and 
make recommendations for improvement in the highways that will be 
necessary in order to bring about a more speedy evacuation. 

For instance, in Milwaukee, they found that by spending $6 million 

to broaden several bridges, and to widen a few roads at the edge of 
the city—I am not talking about the downtown roads—you could 
step up the evacuation procedure materially. They also indicated 
that by building a system of evacuation freeways, you could save 
235,000 additional lives in 3 hours evacuating at nighttime. This 
study is filled with figures that are as competently assembled as js 
possible, and interpreted to indicate how many people you can evacu- 
ate in the daytime under good weather conditions, and how many 
people you can evacuate in the nighttime under good weather condi- 
tions, as well as how many people you can evacuate in the daytime in 
bad weather conditions, and how many people you can evacuate in 
the nighttime under bad weather conditions. 

In other words, here, human minds have attempted, as far as 
possible, to figure how to get the people of Milwaukee out of there 
under any circumstances, day or night, but we do not know what 
way we will have to approach it in every city. 


ASSISTANCE GIVEN BY LOCAL GOVERNMENTS 


Mr. Tuomas. What contribution did the city of Milwaukee make 
to this study? 

Mr. Pererson. The major and the city council, as well as the 
county commissioners, made available to us all information which 
they had with respect to their highway traffic engineering informa- 
tion, and traffic control procedures, and all of their experts were 
made available to the Wilbur Smith Associates when they « “ame in 
there. Otherwise, this thing would have cost us probably 2 or 3 times 
more than it did. 

Mr. Tuomas. Did you find the city very cooperative? 

You do not ask them for a cash contribution; do you? You ask 
them for their facilities, and data, and experts, and manpower in this 
field? 

Mr. Pererson. Yes, sir; and I would not want to go into any city 
without the full cooperation of the governor, the “State highway 
department, the mayor and the city council, as well as the county 
commissioners. If we ever found an une ooperative area that would 
present another problem to us, but I do not anticipate that. 

In Milwaukee, Mayor Zeidler and the governor cooperated abs0- 
lutely 100 percent with us. I think we have made a study there 
which we can take a certain degree of pride. 


OPERATIONS 


Mr. Tuomas. This item of $1 million here for salaries and expense 
under “Operations” is already in the record, and this is to merel! 
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augment the operation of this $12 million research and study fund. 
That is correct; is it not? 

Mr. Pererson. Yes, sir. 

Mr. Tuomas. Let us turn over here and look at your further 
request. You are seeking 234 additional employees for that specific 
augmentation, and then let us turn over to your delegations. 


DELEGATION OF FUNCTIONS TO GOVERNMENT AGENCIES 


The record should show that you are seeking $3,050,000 here for a 
delegation to pay the expenses of the delegated agencies for their 
studies in regard to this problem, and this particular request covers 
expenses for the Department of Health, Education, and Welfare, 
the Department of Commerce, the Department of Labor, the Depart- 
ment of Justice, the Department of the Interior, the Housing and 
Home Finance Agency. 

Now, at this point in the record will you please prepare a table 
showing the exact amount requested in this budget for each one of 
these agencies, the number of employees which each + agency will 
employ with these funds, and the total cost of salaries for employees, 
and then prepare another column showing the cost of “Other objects,”’ 
for each of the agencies, and summarize it briefly? 

Mr. Pererson. Very well, sir. 

(The table requested follows:) 


Comparison of delegate agencies, 1955 and 1956 requests 


Agency 1955 1956 





Department of Health, Education, and Welfare: | 
PRONE SET a rk kode bie acento ey ese Tes hd ipa ke ee ee $663, 840 $1, 397, 215 
INU O Ge ee oi oS ca cad ican acacia bee whhda 176 | 265 
i i re Lime tan iieneknhee shia te teal $336, 160 | $552, 785 
Total requested ihe $1, 000, 000 $1, 950, 000 
Department of Commerce: 
Personal services | 0 | $458, 445 
i 0 135 
; ' 0 | $166, 555 
Tots tal ea a Sin tar ected ay Nee wat 0 $625, 000 
Department of Labor: | 
POLSUEE BOE WEES cecimdownacoecccnccccn pean aa alaseareincniang dere 0 $292, 705 
Number of positions.............------- abd ediee Sbeaddeda this Seabed 0 | 35 
c,h eee Poti hates a acl 0 $47, 295 
CEE TI acs wc cdaceeccete onteedusagccctaesta ; woe 0 | $250, 000 
Department of Justice: 
Personal services. - - -- 0 $37, 405 
Pg.” PEE REAR eee eee ae ee eee ees 0 6 
One see Sc a te Ne tak ite cele hae an ee tae amen eats 0 $1 2, 595 
Total requested 7s 0 $5u, 000 
Department of Interior: | 
Personal services - a pop en I Scat ace es ae 0 | $40, 000 
Number of positions. 0 6 
Other objects j i 0 $35, 000 
otal requested __.....--.--- ee at oas | 0 | $75, 000 
Housing and Home Finance Agency: 
Personal services er ee ea = sae dada aa deena Sontsealie 0 $87, 000 
Number of positions ‘ 0 24 
Other objects 0 $13, 000 
Total requested PIba doje dnd de dee 0 $100, 000 
otal $1, 000, 000 $3, 050, 000 





Mr. Tuomas. The Department of Health, Education, and Welfare 
is going to study generally the health plan, the fallout ‘plan, and do 
some training not of technical people, but training in health problems, 
and what else is there going to be? 

63859—55 50 
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Mr. Peterson. Well, it will carry on the work in the field of 
education, so that we can incorporate our civil-defense programs 
properly into the public schools of America. 

Mr. Tuomas. They are also to study the fallout problem; are they 
not? 

Mr. Pererson. Yes, sir; they will study a portion of the fallout 
problem. The fallout problem involves also the Weather Bureau, jn 
order to prophesy the areas in which the fallout can be expected. It 
involves the Department of Health, Education, and Welfare which 
will do radiological monitoring and which will train the people in 
how to use these instruments, and how to protect the people against 
contamination of the water supply and milk supply, and food supply, 

Mr. Tuomas. The operations of the Department of Commerce will 
involve the Weather Bureau and the Bureau of Public Roads? 

Mr. Peterson. Yes, sir. 

Mr. Tuomas. What will the Department of Labor be involved in 
studying? 

Mr. Peterson. The Labor Department will be concerned with the 
manpower requirements in meeting the attack. 

Mr. Tuomas. That is delegated from ODM over to Labor; is it not? 

Mr. Peterson. No, from us to the Labor Department, with the 
approval of the President. 


Mr. Tuomas. Well, it is really ODM’s job; is it not? They have ; 


two or three hundred people over there studying this now. 

Mr. Peterson. Not in the first instance. We first have the respon- 
sibility of getting America back on its feet. 

Mr. Tuomas. They went into operation long before this organiza- 
tion. 

Mr. Peterson. I think that is correct. 

Mr. Tuomas. We are making just exactly these manpower studies. 

Mr. Peterson. That is correct; but their responsibility is to bring 
about a rehabilitation of America’s productive facilities, and that is 
something that won’t come about until we try to get America back on 
its feet. However, the fact is our relationships are very close. We 
work as closely with them as we can. In some instances, superfi- 
cially, it is going to appear that our job and theirs overlap; in fact, they 
are in a measure doing the same thing. 

Mr. Tuomas. What is Justice going to do—handle the penal 
institutions of America? 

Mr. Pererson. All of the penal institutions of America—a very 
limited, but very difficult and important assignment. 

Mr. Tuomas. Interior is going to study oil and fuel? 

Mr. Pretrerson. Yes, and we expect to delegate to them respon- 
sibility for power in the United States—— ; 

Mr. Tuomas. They are going to plan and direct Federal activities 
designed to procure, transport, and distribute adequate fuel supplies 
to attacked areas and reception centers. 

Mr. Prererson. Yes. 

Mr. Tuomas. The Housing and Home Finance Agency is going 
to do what? 

Mr. Prterrson. It is going to be their job to try to find temporary 
emergency housing for all of the people in America and they will be 
concerned with housing problems generally. We found the other 
day in the exercise that was held there were 25 million Americans who 
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were homeless as a result of the bombing of 59 American cities. That 
in itself poses a tremendous problem and it will be their job to try to 
vet housing for those people in whatever way they can. 

~ T have been handed a little more up-to-date figure than I gave. 
We had made 26 specific delegations. At the moment, the real num- 
her is about 30 separate delegations to 7 agencies. 

Mr. Tuomas. At this point in the record, will you insert the names 
of the agencies to whom you have delegated authority, and a little 
short synopsis of the authority delegated to them? 

Mr. Pererson. Yes. 

Mr. Tuomas. On the whole, 24 other agencies, I suppose, will be 
in here for money. 

Mr. Pererson. Mr. Chairman, this statement I submitted for the 
record does contain that information. 

Mr. Tuomas. It might be well to insert that part of the statement 
at this point in the record. 

Mr. Pererson. Should it meet your pleasure, I would like to have 
this statement which I started to read just printed in the record, if 
] may. 

Mr. Tuomas. Surely. 


RESULTS OF EVACUATION TESTS 


Mr. Yarxs. Who laid out the plans for the evacuation of Washing- 
ton a few weeks ago; was it the Civil Defense Administration? 

Mr. Pererson. Not the Federal Defense Administration. Let me 
back up a little bit. There never has been an evacuation of Wash- 
ington. 

Mr. Yates. I mean the evacuation of 15,000 Government em- 
ployees. 

Mr. Perrrson. No; that was the Office of Defense Mobilization 
which has the responsibility for evacuating the Government of the 
United States. That was their job. 

Mr. Yatss. It took 3 hours to evacuate 15,000, as I remember the 
newspaper report. I see the gentleman behind you shaking his head; 
but, as I remember the newspaper report it took something like 3 hours 
to evacuate 15,000. 

Mr. Pererson. I really do not know. I did not follow that; I was 
- _ the Relocation Center, myself, working on our relocation 
problem. 

Let me, for the purpose of information, give you one illustration of 
evacuation. In Mobile, Ala., they evacuated 400 blocks—moved all 
of the people out of 400 blocks—by automobiles, in that instance just 
a few miles to the edge of the city. They moved 39,000 in 19 minutes 
and they did not scratch 1 fender. I would not think that would ever 
happen again, but that is an illustration, and there have been 15 such 
exercises run in America. In other words, we are out of the specula- 
tive field in this business; we have actually done it. And in Mobile 
they have made bigger tests. Within the last 60 days, they moved 
out a number of public and parochial schoolchildren, practically all 
in the city, and it involved more than 40,000 and it went off success- 
fully, too. And this time they did it without eliminating cross traffic; 
they just moved them in the normal traffic, and moved them quite 
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rapidly. Anytime you move 39,000 in 19 minutes it demonstrates 
we have the capacity to control it in an enemy attack. 

The reason I mention that is because, whatever was done here jn 
Washington with respect to 15,000 governmental employees, is not too 
significant. 

Mr. Yates. I just wondered whether or not it had any significance. 
in view of the fact it took so long to move out a relatively few people. 
You take a city like Chicago, where I come from, I wondered how yoy 
would move those people out, if the Washington experience is any 
indication. 

Mr. Pererson. If that were any indication, it would be practically 
an impossible problem. However, I think Chicago can be evacuated 
and New York can be evacuated in the amount of time available. 
assuming that is 4 to 6 hours. Because of the nature of the terrain 
around Chicago, the lake on one side creates a problem; but, on the 
other hand, in the city of Chicago you do have a relatively flat terrain. 
As I recall from driving in there, you operate a checkerboard system, 
as they do in the Midwest, and I think you can get the people of 
Chicago out within 4 to 6 hours. However, in an evacuation, you 
may not get them all out; it is a matter of degree; the minute you start 
finding out what the starting place will be. You might say to me that 
is assuming the bomb falls where you think it is going to fall. I do not 
think that is true, because the bomb cannot fall on all 360 degrees of 
the circle at once. True, it is going to kill people out here [indicating] 
but it is not going to kill people in the other parts of the city. 

Mr. Yates. What is the story as to Operation Cue, as showing the 
need for an evacuation plan within the area technically labeled 
“severe damage’ where you state that few living things could survive. 
What is the radius? 

Mr. Perrerson. It was about a mile. 

Mr. Yates. A mile radius? 

Mr. Pererson. Yes. But that was a bomb of only 35 tons of 
TNT equivalent. But even the explosion of that bomb would have 
made it practically impossible for anyone to live within a mile radius. 
If you detonate a bomb of 20 million tons of TNT, it is believed no 
one could survive or few would survive within a 5-mile radius. On 
the other hand, you do not double the radius and double the destruc- 
tion by doubling the size. 


RELATIVE SAFETY OF BUILDINGS 


Mr. Yarrs. Operation Cue covered certain kinds of buildings in 
the nature of 2-story and 1-story buildings. Did that give any 
indication as to what effect a bomb would have on a multiple-story 
building, such as a 12- or 15-story apartment building? 

Mr. Persrson. Yes. 

Mr. Yares. Are those safer than the homes and buildings built 
out of different material? 

Mr. Pererson. Yes. Buildings built of concrete and steel are 
safer and it is simply a problem of how much overpressure you! 
building will stand; how much pressure per square inch your building 
will stand, and a skyscraper building well built of steel and con- 
crete will stand a greater over pressure. However, as Mr. Aitken, 
who is an engineer, says, skyscrapers are rather lightly constructed 
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30 far as the walls are concerned, because the walls do not support 
the structure and he believes those walls could be blown out relativ ely 
easily even where they are built of steel and concrete. 

Mr. Yares. Is it the purpose of your tests to determine the relative 
safety of buildings of that type in a city? 

\ir. Pererson. That is right; that was one of the purposes of the 
tests. 

Mr. Yarns. And, as an alternative to possible evacuation, of 
heing able to stay in the place where a building like that is located? 

Mr. Pererson. Yes. For instance, in one “of those houses, we 
had a building with what we call a bathroom-type shelter. By 
that I mean we simply took the bathroom, which is the smallest 
room in the house—— 

Mr. Yares. And one of the most important. 

Mr. Pererson. That is right—and strengthened the walls there, 
and those walls held up, and had a person been in that bathroom, so 
faras debris and the building caving in and killing him, he would have 
lived. 

Mr. Airken. Those houses were approximately 4,700 feet from 
ground zero and this house that had a bathroom in it, where the walls 
and ceiling were constituted of reenforced concrete, was subjected to 
an over pressure of about 5 pounds per square inch. That means 
5 times 144, or 720 pounds per square foot over pressure. Brick 
houses at the same distance and of typical brick facing with cinderblock 
backup were demolished, and the ranch type houses of frame construc- 
tion were totally demolished. But the bathroom that had reenforced 
concrete walls, as I recall, about 8 inches thick and which we estimate 
could be built into a house at the time of construction for from $500 
to $800, the people in that part of the house would have been perfectly 
safe, 

Mr. Purarson. We do have a continuous problem of trying to 
(etermine when it is best to advise people to remain in the ‘shelter, 
and when to move out and it becomes, in my opinion, a matter of 
interpretation to a certain extent, we admit quickly and fully. The 
enemy, when he is dropping a bomb, may not drop it at exactly the 
point he wants to. So our attitude is, if you are out a few miles— 
the more the better, but if you are out 10, 11, or more miles—that 
is the best place in the world to be and you do not have to wait on 
the Governor of the State, the county, city, or the Federal Govern- 
ment; the best thing to do is to build a backyard shelter and, if you 
can afford to use concrete and steel, you get protection against blast 
ul by putting 3 feet of dirt over it you get complete protection 
against fallout, and you can get in there and have as much protection 
as you can get anywhere in the world; because fallout could fall on 
you any place in the world. 

Mr. Tuomas. How could you get fresh air? 

- Pererson. We are going to have filters in the air inlets, and so 
forth 

Mr. Yates. Is it possible the lake will be an advantage? I know in 
case of a forest fire people head for a lake. Is it possible that Lake 
Michigan might be a good place to go in case of danger? 

Mr. Arrken. I think that depends. It may not be a very desirable 
place in this respect. For one thing, water transportation is usually 
quite slow; the other thing is the wind is generally South or west at 
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Chicago and if Chicago was hit with a relatively large size bom} 
the fallout would probably be in that direction a large part of the year, 

Mr. Yates. Because of the prevailing winds. 

Mr. A1rKENn. Yes, sir. 

Mr. Peterson. Another thing, you may have a tidal wave in that 
lake. 

Mr. Yates. As a result of the explosion. 

Mr. Pererson. Asa result of the explosion. Assuming, as a matt 
of fact, the enemy attacks, the enemy may see fit to detonate a bomb 
into the water, because the water that would be thrown into the ai 
would be highly radioactive and of course would settle down on the 
entire place. 

There are a lot of things we do not know about radioactivity. I do 
not mean just us, but the scientists do not know. Much more stud; 
needs to be made about radioactivity. You may see conflicting stat; 
ments of our departments with respect to the thing. It is entirely 
possible that some cities, when bombed, we may never reenter again, 
As an example of that, I would give New Orleans. New Orleans is 
built on only 2 or 3 feet of dirt resting on water. In other words, the 
water table is pretty close to the surface. When you drop a bomb 
there, depending on the size, you will create a crater a couple of 
hundred feet deep and a mile and a half across, that will immediately 
become a lake regardless of what has been there previously. In 
addition to that, the tides they will get may have an effect on the flow 
of the Mississippi River there. In addition to that, the persistence 
of radioactivity there may be so great that you won’t be able to go in 


there not alone for days, but you may not be able to go in there for 
months and years, and you might have to write some of those places 
off. That we do not know for sure. 


STUDIES OF RADIOACTIVITY 


Mr. Yates. What efforts are being made to learn methods by 
which radioactivity may be dispelled, such as decontamination 
devices? Is that your activity, or is that the work of the Atomic 
Energy Commission? 

Mr. Peterson. That is part of our activity. However, the Atomic 
Energy Commission is working very closely with us in this area. We 
may eventually be making specific delegations; but on a cooperative 
basis the Atomic Ener rgy Commission, Commissioners Libby, von 
Neuman, and the others, have offered to help us every way they pos- 
sibly can in this field. There are studies going on in America in the 
whole field of radioactivity and how to decontaminate soil, plants, 
animals, and so forth. . 

Mr. Tuomas. That is directly a responsibility of the Atom 
Energy Commission. 

Mr. Pererson. That is right. 

Mr. Yates. They have the scientific crews to do that. 

Mr. Peterson. That is right. 

Mr. Yates. Whereas you ‘do not. 

Mr. Pererson. And we do not develop that. We go to them ani 
ask them for the information and they have many projects going 00 i 
that field. I am familiar with one going on in the University 
California for some period of time with respect to decontamination. 
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Mr. Tuomas. The Navy is making some independent studies and 
has been for the last 3 or 4 years since they had the first bomb test 
at Bikini. I do not know how effective their studies are, but they 
are going through the process of making some studies. 

Mr. Pererson. I think that is very important. . 

Another thing Dr. Libby suggested to me, he thinks if there is 
quite a bit of persistence in a farming area around farmhouses, you 
could go out and either disk or plow the earth and cover this radio- 
activity and that space would be safe from radioactivity. 

| do not want to impose on your time, but the best explanation I 
have ever had of how radioactivity works, in Jayman’s language, 
is this. It was suggested to me that if you would stand out in the 
center of a football field made up of light bulbs, with blinding light 
on the right of you and on the left and all around and above you, you 
would have radiation light rays coming from all those bulbs and your 
body would be completely exposed to those light rays underneath and 
on all sides and on top. Radioactivity works the same way: it is in 
the air and the radioactive matter is shooting rays at you from all 
directions. The only way to escape it is to get clear out of the area, 
if possible. And we are even thinking of trying to evacuate people 
out of the fallout area. Whether it proves feasible, or not, remains to 
be seen. 

Another thing to do is to dig a hole in the ground and, the minute 
you dig a hole in the ground and step in it, you have cut radiation by 
90 percent. The only place it comes from is at the top. That is 
why, when we were before the Kefauver committee—he wanted to 
know what we were going to do to protect people against radioac- 
tivity—we said “If you do not have time to do anything else, go out, 
and dig trenches in the earth and put people in the trenches. Then, 
if you can put boards or anything across the top of the trench and 
throw a foot of dirt on it, you have good protection.” 

Immediately the problem came up about sanitary facilities, bathing, 
and so forth. Well, that is rather secondary to what would happen 
if atomic bombs were turned loose. Those things can all be provided 
for. 

But this radioactivity, as I say, we need to know more about it and 
undoubtedly we are going to learn more about it; but if the scientists 
keep making bombs, we compound that problem and of course they 
just keep driving us into a corner all the time and make our problem 
more and more difficult. It seems to me that it is still possible to 
whip it, but it is becoming very, very difficult. 

(Discussion off the record.) 

Mr. Tuomas. One of your main headaches is in educating John Q. 
Public, and getting John Q. Public’s deep and sincere interest aroused 
is Just the thing you said awhile ago. Iam afraid John Q. Public has 
in the back of his mind it is an impossible problem if this terrible 
thing occurs and I think perhaps, maybe, we have all overbuilt the 
problem, While it is realistic and there could be total destruction, 
and no one knows; maybe that is what it is; he just takes that atti- 
tude and says, “Oh, well, what can you do? If it comes, it comes, and 
why worry?” 

Mr. Vurseuu. May I ask a question? 

Mr, Tuomas. Surely. 
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VALUE OF EVACUATION 


Mr. Vurse.__. How many cities do you feel there are that are per- 
tinent targets that need to do all that you can do to bring about 
evacuation and protection from atomic bombs? 

Mr. Pererson. We believe we should make these studies in the 99 
critical target cities of America. Then I would say we will find there 
will be half a dozen more, maybe a few more, that are not targets 
because of themselves, but are targets because they are close to a 
military installation. 

I might give an example. I was in Lincoln, Nebr., where I served 
as Governor of my own State. Lincoln is a small city, about 105,000 
or 110,000 people. I mentioned the fact to the University of Lincoln, 
“T do not think the Russians will ever seek to attack Lincoln.” 
However, the Strategic Air Command has now located a very fine 
bomber base just out on the edge of the city. Our capitol building 
will now be within 5 miles of that bomber base, and I would assume 
that Lincoln, Neb., will be a high priority target—not the city itself, 
but the city could incidentally be within the effective bombing range 
of the airbase; because the Russians cannot hope to win, unless they 
knock out a large portion of our Strategic Air Command in making 
an attack on the United States. So we should make a study of Lincoln 
simply because of its proximity to the airbase. 

There are a few others like that; I do not know how many, but there 
are some others in that category. 

(Discussion off the record.) 

Mr. Botanp. There are 92 principal target cities, you know what 
they are, but do the cities themselves know what they will be? 

Mr. Prerrerson. Yes; we have printed it. 

Mr. Bo.anp. It is all public? 

Mr. Prererson. It is all public; yes. 

Mr. Boutanp. From what you said about Lincoln, Nebr., I would 
estimate some of the principal target areas would be areas in which 
SAC bases are located, bases of the Strategic Air Command. 

Mr. Pererson. Yes. 

Mr. Botanp. One of such cities would be Springfield, Mass., | 
assume, since Westover is a SAC base. 

Mr. Prrrerson. How close is it? 

Mr. Botanp. Within about 7 miles from the city of Springfield. 
Westover actually is located in Chicopee. 

Mr. Peterson. I think we would want to include Springfield, then. 

(Discussion off the record.) 


PRIMARY RESPONSIBILITY OF LOCAL GOVERNMENT FOR CIVIL DEFENSE 


Mr. Botanp. I recognize the tremendous problem you have, and 
I think you are doing a splendid job of informing the public about the 
danger, but the important thing is John Q. Publie’s not being alert 
to the danger and apparently he does not realize what the problem &. 
I think that is the job you have, to educate the public about what the 
dangers are and as to the necessity of studying particular problems 
under simulated conditions. The only way you are going to get any- 
where at all is simply by doing these jobs under simulated conditions. 
Apparently one of the best ways to provide evacuation drills is t 
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have drills. It seems to me we ought to arouse them to have more 
concern for themselves; that they should not be dependent on the 
Federal Government to do everything. And that is exactly what 
they are doing now and what they expect; they expect the Federal 
Government is going to move in and pay the entire cost of everything, 
I do not think we ought to give them that impression, and they are 
getting it somewhere. 

~ Mr. Pererson. Up to this time I think the cities and States have 
spent roughly 40 percent of the total cost of civil defense. However, 
the feeling is growing in America—we run into it elsewhere, too—on 
the part of governors, mayors, and citizens generally, that civil 
defense and the civil defense problems result because of a military 
attack upon the United States and if it is the resgpnsibility of the 
Government of the United States to provide military defense, then it 
should be the responsibility of the Government to provide civil 
defense. My own feeling—and I have expressed it many times 
publicly—is that it must be a sharing of responsibility. In other 
words, nobody can do the job for the people in Chicago, in my judg- 
ment, that the mayor, the city council, the county commissioners 
and the State can do, but which they have to do in conjunction with 
the Federal Government. They all have to be in it. 

I think there is no question but what the trend in America, all over 
the country, is toward greater Federal responsibility, and it may be 
perfectly sensible and reasonable. 

I am told in one big city of the United States the city council 
appropriates a sizable sum of money each year for civil defense, with a 
perfect understanding among the councilmen that money will be per- 
mitted to lapse into the general fund, or whatever fund it is, some time 
toward the middle of the year or a little later, and then be divided up 
among the boys for more practical “enterprises” they consider. So 
we have one of America’s large cities with what appears to be a very 
sketchy civil-defense setup, although the people are led to believe that 
something is being done that is not being done. We have some States 
in America today that are not doing much in this area; some are doing 
a good job and some are doing a lousy job. Under the law, which is 
all right, the law says specifically that civil defense is primarily the 


| responsibility of the States and localities. I think that was based on 


the World War II concept, when we had the blockbusters where the 
problem could be a local problem in large measure. 

Mr. Tuomas. If I may interrupt briefly, I think Mr. Boland has put 
his finger on it and a little friendly criticism is in order. I think 
Civil Defense has done more than everybody else put together to give 
the impression to local people in Massachusetts, Illinois, California, 
and Texas, that this is a Federal problem, when in truth and in fact, 
as Mr. Boland pointed out, in the final analysis this is a local problem 
and it is very local to the individual. There is no bureau on earth 
in Washington that is going to be able to save the man in Massachu- 
setts under these conditions. That man is going to have to save him- 
self; therefore it is purely a local problem in the final analysis. All you 
can do is to be of assistance in an attempt to educate them; but, after 
all, they are going to have to save themselves and no bureau in 
Washington can save any one individual in X town. 

Mr. BoLanp. I think you are absolutely right. I think the question 
of self-preservation is the city and town that is best prepared if the 
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city and town are going to survive. I think the responsibility on the 
part of the Federal Government is to educate the responsible Officials 
as to what the problem is; how it can be solved; but I think solving the 
problem itself is something that ought to be done by the local com. 
munity. If they do not want to do it, then it is extinction for them if 
that is what they are going to do. 

Mr. Prerrerson. But it may be extinction for America, too, because 
a certain percentage of great American cities take that same attitude. 

Mr. Bouanp. It is going to be extinction for America anyway jf 
the local people do not do the job they ought to do. I think this, too, 
it is not entirely the fault of the Federal Government; I think it is the 
fault of those who fail to realize what the problem is. And it is not 
always the publig officials, but the public themselves—as the chairman 
indicated, John Q. Public. 

Mr. Peterson. I suppose I am as strict an exponent of States 
rights and the assumption of responsibilities by localities as anybody 
in the country and probably if you have time to look at the Commis- 
sion’s report made yesterday, the report of the Commission on Federal 
Expenditures, you will see I indicated that by vote and statement. 
But I must tell you very frankly that mayors come here taking a 
different attitude, as well as governors of the States and their feeling 
is—and they are expressing this now more and more—that it is the 
responsibility of the National Government. 

Mr. Bouanp. I can see where they take that attitude—‘‘Sure; this 
is the Federal Government’s responsibility; let them do it.’”’ But it 
is not and it is a mistake for them to take that attitude. 

Mr. Bouanp. That is the reason for having surveys and studies, 
so that you can alert them as to exactly what the problem is. And 
if they know what the problem is, I think from there it is their job 
to take it over and do it. It is very easy for the governors and 
mayors to bail themselves out by saying it is the Federal Govern- 
ment’s responsibility “because they developed Westover; they devel- 
oped the SAC base at Lincoln, Nebr.; it is there because they put 
it there.” Surely we have a responsibility, but our responsibility, I 
think, is in educating them as to exactly what the problem is. And 
I think the local people have the responsibility, the merchants, indus- 
trialists, and everybody there who wants to survive, and if that is 
what they are going to do I think they have the responsibility of 
pitching in and doing their job a lot better than what they have 
done up to now. 

Mr. VurseE.v. I would like to associate my thinking with that of 
the chairman of the committee and Mr. Boland. I do think we 
have the right man at the head; I do not know of anybody who has 
more vigor and a finer grasp of the great problem confronting the 
Nation than does the Governor here. And I congratulate him on 
the effort he is making. 

Mr. Botanp. And in the face of tremendous odds, too. 

Mr. Vursevy. Yes. I can well understand there has been the 
philosophy in this country of coming to the Federal Government for 
everything for a long time and also it is an easy matter, not logical but 
plausible in their thinking, for local politicians in the States to try to 
pass this responsibility and the cost of it to the Federal Government. 
And if that pressure is building up, I think it is time for Congress t 
begin to build up pressure in the other direction—giving sufficient 
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funds by this committee to carry on the work of alerting, studies, and 
« forth, but trying to bring home to the people if they want to save 
themselves they has better get hold of their bootstraps and go to pull- 
‘ng in that direction. 

Mr. Tuomas. Well said. 

Mr. Putitures. I think we are all agreed on this side of the table, 
Governor, but I think it goes a little beyond what you visualize in 
your statement to us. This is not peculiar to the States for civil 
defense; this is the attitude of the States on practically all subjects. 
You can take it on the protection of agriculture from insect pests, or 
something like that. In my own State, we had to say to the State 
officials, ‘We are not going to save you from the various insect pests 
which threaten the State until you do something for yourselves.”’ 
As a result the State did it. Maybe this is the Federal Government’s 
responsibility, but it is also a State responsibility. I concur with the 
Governor that some of the responsibility for that thinking must rest 
with him—not meaning to be personal, but I mean your organization— 
because I do think, from talking this over with my people at home, 
they have the idea you are going to do it, that Civil Defense is going 
todo this for them. If you were just to say “No,” that would probably 
arouse their interest in the idea of self-protection more than anything 
else. Certainly a request for an appropriation like this, when publi- 
cized, will emphasize the amount of money you want for studies in 
cities, and also emphasize the amount of money you are asking for, 
which will be interpreted as shouldering the responsibility for them. 

Do not you think if you were to give a little more attention to the 
matter of the individual responsibility, in your publicity, you would 
actually produce greater results all along the line? I saw on the 
television the other night, somebody offering to build shelters. Did 
you see that? 

Mr. Perprson. No; I did not see that. 

Mr. Puiturps. The point was nobody knows anything about it. 
If a resident of Washington or New York today wanted to build a 
shelter, what would he do; where would he go to find out how to build 
a shelter, what kind would be recommended, or where would he go to 
get it built? 

Mr. Pererson. We have issued directions in pamphlets on this 
subject, and I think rather good ones, and it might interest the com- 
mittee to know that we have circulated, I think, over 90 million pieces 
of literature on this activity, some technical, in the form of technical 
bulletins, some very broad, because there are 170 million Americans 
and individuals involved. 

_ Mr. Puttires. You recognize the problem, some of which you 
inherited? 

Mr. Peterson. Yes. 

Mr. Puinurps. There was no interest on the part of the people. If 
you cannot get people to man a watching station or prepare for their 
own safety, you realize there is something lacking, and educational 
work has to be done out of Washington—not by offering to do it for 
them. That is where I disagree with you. I think the rest of the 
‘committee may have some question about it; but you would say if 
the States won’t do it and the mayors won’t do it, then the Federal 
rovernment has to do it. I do not agree. I think if the Govern- 
Ment won’t do it, then the mayors and governors might be forced 
to do it by their own people. 





Mr. Prerrerson. However, if you carry that reasoning to its logica| 
conclusion, you might apply the same thing to the military and elim). 
nate all defense. 

Mr. Puiuuirs. That is a different thing. 

Mr. Pererson (continuing). In the respect that at the present 
time if you do not take adequate measures in civil defense, let ys 
say, people in the cities will die by the millions and the military 
people cannot prevent that result from occurring. Now is not this 
a closely related problem to military defense? 

Mr. Puruurps. Not as close as the other; because no matter wha; 
the military people do, if you did not have the interest which you 
ought to have, you could not save people by the military. 

Mr. Prrerson. That is correct. 

Mr. Puruuirs. The first line of defense is a warning system. Yo, 
do not have anything to do with that; that is the military. 

Mr. Prrerson. That is right. 

Mr. Puruuips. The second line of defense is the theory of evacuation 
which you are studying and the next line is shelters and I thing you 
have some control over those. Somewhere in this—and I ask this 
out of curiosity—I have not heard any mention of blackouts. What 
has happened to them in this war? The idea in previous wars was 
to extinguish your city lights so that a bomber could not see it. 
What has happened to blackouts? 

Mr. Pererson. The Department of Defense asked us to arrange 
for dimouts, we call them now, in the event of a possible future war. 
However, actually the radars are now developed so well that it would 
not make any difference whether you had a light on in the city, or not, 
the fellow can find the target and drop the bomb. 

Mr. Puiiurres. Now in your answer to Mr. Vursell about small 
missiles with warheads, it seems to me they produce a very different 
problem for us. They are not big ones; they are little ones that 
are going to destroy particular areas and what will that do to all of 
the plans you are drawing for civil defense? 

Mr. Peterson. I am hoping the Navy will be able to develop its 
defense against submarines in such a manner that that problem can 
be lessened or mitigated to a large extent. However, if those sub- 
marines can get close enough to throw their missiles in, we simply 
may not have any warning and our plans are not going to be pertinent 
in that respect. 

Mr. Puriurrs. In all this defense discussion we seem to omit what 
I think is the most serious danger of all. I confess, maybe not 
rightly, but I confess to a feeling that we are not going to be subjected 
to large bombs. They have become so dangerous today that any 
nation which starts that destroys itself as well as destroying ws. 
Why do not you pay more attention to sabotage? 

(Discussion off the record.) 


STORAGE OF EMERGENCY SUPPLIES 


Mr. Tuomas. I think our friend, the Governor, in his last meetilg 
with this committee, agreed to change his warehousing plan, and the 
change would be to numerous small warehouses. 

Mr. Puiturrs. That would be much more to the point. 

Mr. Tuomas. Located in different sections, rather than his original 
plan of having a few big warehouses. Is not that correct? 
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\r. Peterson. That is correct, and we are trying to do it. 

\fr. THomas. What progress have you made in changing your 
plans in reference to warehousing of critical material and medical 
supplies? 

Mr. ArrkeNn. Except for some warehouses which were in process of 
procurement at the time of the hearing we are planning for ware- 
houses in the future that would have an area of approximately 40,000 
‘9 60,000 square feet. But here is our problem. If we get these 
warehouses too small, the present cost of upkeep is disproportionate 
io the value. So we took your advice—— 

Mr. Tuomas. I do not know whether you are right about that, or 
not. You are going to have a big one over here located in New 
Jersey which you expect to serve New Jersey and New York. You 
might just as ‘well set it on fire, because you would never be able to 
get anything out of it under a w eek or ten days, much less get it to the 
place where it was needed. 

Mr. Arrken. The only warehouse I know of at the moment that ex- 
ceeds approximately 100,000 square feet is those that were procured 
before the hearing with you gentlemen. The one we have at the 
Veterans’ Administration in New Jersey, which is rent free, a Federal 
facility, now has approximately 429,000 square feet. 

Mr. Puttures. Let me compare that with a fire system. You do 
not find the city of Los Angeles having one great big firehouse right in 
the center of the city; you find little firehouses scattered all over 
ae so that they can get to a fire fast. Your supply activity should 
be handled in the same way, but it has not been up to the present 
time. 

Mr. Tuomas. You remember what the German mayor of Hamburg 
had to say— You have the best warehousing system in the world in 
the United States.’ I said “Whereabouts is it’; he said ‘In every 
corner drugstore. ‘That is where the people can get to it.’ 

Governor, we want to thank you and your staff for your patience 
and perseverance. We think you are all doing a tremendous job 
under very, very difficult circumstances. And T think I speak the 
uniform thinking of the committee. We do hope in the future you 
will put more emphasis on the individual responsibility of the indi- 
viduals themselves. No bureau in Washington is going to be able 
to save the individual; neither is the mayor nor the governor going to 
be able to save him, Tf he is saved, it is going to be largely by virtue 
of his own individual efforts. That does not mean the Federal 
Government does not have responsibilities in this thing; it does, and 
I think you are carrying out those responsibilities admirably. But 
we do hope you will emphasize more in the future than has been 
emphasized in the past that the all-important thing is that only 
individual responsibility is going to save the individual, and not a 
bureau in Washington. 

Mr. Pererson. Again I thank you, Mr. Chairman, personally, 
and the members of the committee, for your patience in hearing 
about this problem. I know it is difficult and may sometimes be 
rather perplexing to you about what we are trying to accomplish. 
Ve are in a totally new area and we cannot always pile our bricks in 
she as orderly a fashion as some one who has been at it for a long 
ime, 

Mr. Tuomas. We realize your problems and want to commend you 
for doing a good job. Thank you very much. 
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AND RELATED AGENCIES APPROPRIATIONS 


MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 
ALFRED D. SIEMINSKI, New Jersey IVOR D. FENTON, Pennsylvania 
DON MAGNUSON, Washington ERRETT P. SCRIVNER, Kansas 


THuRsDAY, JUNE 30, 1955, 


SMITHSONIAN INSTITUTION 
WITNESSES 


DR. L. CARMICHAEL, SECRETARY 

J. E. GRAF, ASSISTANT SECRETARY 

DR. J. L. KEDDY, ASSISTANT SECRETARY 

FRANK A. TAYLOR, HEAD CURATOR 

L. L. HUNTER, SUPERVISING ARCHITECT, PUBLIC BUILDINGs 
ADMINISTRATION 

Cc. G. PALMER, CHIEF ESTIMATOR, PUBLIC BUILDINGS ADMINIs- 
TRATION 


CoNsTRUCTION OF BuruDING ror MusrEvumM oF History AND 
TECHNOLOGY 


Mr. Kirwan. We have before us today a request contained in 
House document 202 for $2,288,000 for the Smithsonian Institution. 
Dr. Carmichael, do you have a statement for us? 


GENERAL STATEMENT 


Dr. Carmicnann. Yes. Mr. Chairman and gentlemen, Public Law 
106, passed by Congress and signed by the President, directs the 
Regents of the Smithsonian Institution to plan and construct a build- 
ing on the Mall for the Smithsonian Museum of History and 
Technology. 

During the consideration of this bill, many statements about the 
urgent need for this building were made on the floor of the House. It 
will be the first major museum building constructed by the Federal 
Government in almost half a century. It is needed to protect and 
display a basic part of the unequaled collections which now make the 
Smithsonian Institution not necessarily the largest, but certainly, 
think, the least adequately housed national museum of any grea 
nation in the world. 

In order to save time and start planning at once for this building; 
which at best will require years for its construction, we now ask {0 
funds to make possible the starting of detailed, precise plans. The 
Regents of the Smithsonian Institution urgently hope, therefore, tha 
you may approve the requested appropriation of $2,288,000. 

A statement and breakdown of the requested funds as approved b} 
the President and the Bureau of the Budget is before you. I will bé 
glad to read it if you wish me to do so. 

Mr. Kirwan. Just give a few of the highlights and we will inser 
the justifications in the record. 

(The matter above referred to is as follows:) 





797 


SMITHSONIAN INSTITUTION 
“MUSEUM OF HISTORY AND TECHNOLOGY 


“For necessary expenses of construction of a building for the Museum of History 
and Technology, as authorized by the Act of June 28, 1955 (Public Law 106), includ- 
ing the preparation of plans and specifications, not to exceed $75,000 for services as 
quthorized by section 15 of the Act of August 2, 1946 (6 U.S. C. 54a), at rates not 
ip exceed $100 per diem for individuals, and incidental expenses of the Regents of the 
Smithsonian Institution and of the Joint Congressional Committee established by said 
Act, $2,288,000, to remain available until expended: Provided, That the expenses of 
the Joint Congressional Committee shall be paid upon certification of the Chairman 
of said Committee.”’ 


JustIFICATION ESTIMATE OF APPROPRIATION FOR PLANNING THE MusSEUM OF 
HisrORY AND TECHNOLOGY SMITHSONIAN INSTITUTION JUNE 30, 1955 


The act of June 28, 1955 (Public Law 106) directs the Regents of the Smithsonian 
Institution to plan and construct a building for a National Museum of History 
and Technology, on the Mall in Washington, at a limit of cost of $36 million. 

This building will be designed and built to house and exhibit our national 

historical and technological collections to increase and diffuse knowledge con- 
cerning the rise of the American civilization, with special reference to the country’s 
great national heroes and its technology. 
- This museum will be the first national museum other than art galleries con- 
structed by the Smithsonian Institution or the Federal Government in 45 years. 
It will be the largest and most prominent museum building built in the United 
States since the National Gallery of Art. It will be the first American major 
museum constructed to contain and exhibit a combination of historical and 
technological collections in one building. 

Preliminary planning already carried out at the Smithsonian Institution indi- 
cates that the detailed studies necessary to-insure that this new building will 
accomplish its mission successfully and with enduring effectiveness will be com- 
plex and exacting. 


NECESSARY EXPENSES OF THE SMITHSONIAN INSTITUTION 


The Regents of the Smithsonian Institution have the responsibility to determine 
all of the characteristics of the scope and the treatment of collections and exhibits 
within the museum and to provide the architects with a sound and clear program 
of the requirements for the building. There are more than 25 major classifica- 
tions of collections involved, which are now curated by 16 curators. The materials 
vaty in size and range from coins to locomotives. A great variety of exhibition 
halls and reference storage areas are required. Shops and laboratories of special 
character for the preservation, restoration, and exhibition of diverse collections 
are needed. 

Facilities for receiving an estimated 5 million visitors a year must be planned 
while the reception and orientation of small school groups and individuals must 
also be provided for. 

To assemble the great volume of necessary detail and to present it to the 
architects in clear, illustrated programs, the Smithsonian Institution needs a 
temporary planning staff, including the necessary office space and equipment to 
tarry on the work. This temporary staff will be responsible for assembling and 
presenting the detailed data of the Institution’s requirements. The temporary 
‘laff will aid the permanent staff in charge of the collections and exhibits to 
formulate these requirements into a program and to present this program to the 
Architects. It also will act as liaison between the staff and the architects in 
vorking out the physical solutions of the requirements. 

Clerical and technical help of the planning office will be employed in temporary 

tatus, 

_To assist the staff in matters of historical and technical interpretation of 

uited States history, technological and scientific developments, and museum 

tactices, expert consultants will be employed in panel groups or as individuals, 
AS required. 

During the period of planning and construction, members of the staff will be 
‘quired to visit museums and their colleagues in the United States and Europs 
| inser assemble the latest available information on museums and museum practices. 


edera 
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NECESSARY EXPENSES OF THE GENERAL SERVICES ADMINISTRATION 

The estimate of expenses of the General Services Administration was mage 
with the advice of the Public Buildings Service. Because of the prominence 
and importance of the museum, the General Services Administration in eop. 
sultation with the Regents of the Smithsonian Institution will select and employ 
architectural services of the highest competence and reputation. Because of the 
complexities involved in planning an unusual building of this kind, there wil] he 
expenses of preliminary planning including renderings of interior halls and gal. 
leries and of special lighting and mechanical equipment not required for more 
frequently built types of buildings. Because of the probability that the archj- 
tectural firm employed will be one with headquarters at some distance from 
Washington, travel expenses of architects supervising the planning of this type of 
building will be greater than normal. The cost of technical services of the 
Public Buildings Service required in supervising the planning of a building of this 
unusual character will also be greater than normal. With these additions, which 
are the best estimates of the public buildings service experts, the figures other. 
wise are the normally apportioned expenses based upon the estimated cost of the 
building. 


NECESSARY EXPENSES OF THE JOINT CONGRESSIONAL COMMITTEE 


The expenses of the Joint Congressional Committee are anticipated expenses 
of the members estimated in the absence of specific information on how the 
committee will function. The travel estimate required for the committee was 
prepared with the advice and assistance of the staff of the Comptroller’s Office, 
Department of State. 

Dr. CarmicHagEL. This building will require a great deal of planning 
in order to make it the sort of building we want; because no building 
exactly like it has been constructed. We cannot just go out and have 
a group of architects who are accustomed to building another post 
office or another office building prepare the plans, because here we 
are bringing together the great history of the Nation, the articles that 
are related to the leaders of this country; also taking up the great 
industrial and engineering development in the country from the 
beginning, and tracing it up to the present time. 

All this requires, from our point of view, detailed study and it will 
be necessary for us to be in touch with the engineering societies and 
the other groups throughout the country that have already made 
historic collections having to do with the history of their technologies. 
And we have to work with all of those people so that the final upshot 
will be a building that, as adequately as possible, contains the whole 
great segment of history that makes America the country that it is. 

That is what we are asking for and on these green sheets are the 
details of expenditures that we would like to be authorized to make. 


NEED FOR ADDITIONAL FUNDS 


Mr. Kirwan. The green sheets indicate you expect to carry ove! 
an unobligated balance of $380,500. Why does this money have to 
be appropriated now? 

Dr. Krppy. We worked on this estimate with the staff of the 
Bureau of the Budget with the idea we would make this just a 10- 
month estimate so far as the Smithsonian expenses were concerned. 
That is our incidental expenses, exclusive of the architectural services 
and miscellaneous services that the Public Buildings Service will have 
to handle for us. The great bulk of this, Mr. Chairman, $1,735,000, 
is to be handed over immediately, as soon as available, to the Public 
Buildings Service, so that they can go to work and determine, with 
the assistance of the Smithsonian Institution, the architectural firm 
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that is going to get the contract for the plans, and so forth. Now 
there remains $553,000, exclusive of the $1,735,000. Of that money 
$50,000 will be available to us to pay for the joint congressional 
committee which we estimate will make at least one trip abroad to 
see the principal museums there. It is estimated that they will make 
two circuit trips in this country to see some of the great museums in 
this country. That estimate of $50,000 is very low. We worked it 
out with some outside assistance. For instance, Mr. Culp suggested 
that I talk with the State Department people about the trip abroad 
and they were most helpful in giving us a firm estimate as to what the 
needs were. 

With respect to the remaining $503,000, that money will average 
roughly $125,000 a year to pay for our incidental expenses. You 
know the regents are authorized to expend funds in working out the 
Smithsonian’s part in this enterprise. The architects will not know 
the exact kind of building we want them to construct for us until we 
tell them, and to do this we have to assemble a staff and get advisers 
to help us in discussions with the architectural firm that will plan the 
building. In this way we can work out the vast number of details 
involved in a building that is going to take at least 3% years to 
construct. 

Mr. Krrwan. The $50,000 you expect to take care of that part of 
the expense? 

Dr. Keppy. Of the congressional committee. 

Mr. Kirwan. That is going abroad. 

Dr. Keppy. Yes, sir, and maybe make two circuits in this country. 

Mr. Kirwan. And $50,000 you think will be enough to look after 
that? 

Dr. Keppy. Yes, sir, as far as we know. 

Mr. Krrwan. As far as you know at this time. 

Dr. Keppy. We have talked with the staff in Mr. Cannon’s office 
and he more or less put it up to us to work it out. The estimate you 
see in the green sheets extends through 1957. Then there is a further 
sum of $243,100 carried over to 1958 and 1959. We worked this out, 
as | told you, first on a 10-month basis; but after our conference with 
the Budget Bureau they advised that we should put the whole amount 
for plans in this estimate, so that all of the funds which may hereafter 
be approved by the committee would be purely for construction. 

Mr. Kirwan. They advised you to do this? 

Dr. Keppy. Yes, sir; it was done on their advice. 

Mr. Kirwan. That is the point I wanted to find out. 


TEMPORARY PLANNING STAFF 


How much money is there in this estimate for the temporary plan- 
ning staff? 

Dr. Keppy. $503,000, for our purposes. 

Mr. Kirwan. Over a 4-year period? 

Dr. Keppy. Yes, sir. That will be primarily to pay expenses of 
these advisory committees which will come to Washington to work 
with us from the various associations Dr. Carmichael has mentioned, 
and for experts in special fields to help us work out the details of the 
internal construction of this building. 

63859—55——51 
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CONTRACT ARCHITECTURAL SERVICES 


Mr. Kirwan. What you are requesting now will take care of the 
contract for architectural services, will it? 

Dr. CARMICHAEL. ‘Yes, sir. 

Dr. Kreppy. The great overall architectural cost is in the $1,735,000 
to be immediately allocated to the Public Buildings Service. 

Mr. Kirwan. So it will take care of everything? 

Dr. CarmicHak.. It will take care of everything except the actual 
construction. 

Mr. Kirwan. What I am asking may seem foolish, but I happened 
to be on the committee when Somervell appeared before us some years 
ago and he said the buildings and grounds would take $24 million to 
build the Pentagon. To show you how far he missed it, it took $38 
million; but he told us across the table that $24 million would take 
care of everything. So you see how far he missed. There is quite 
difference between $24 million and $88 million. So I have seen a lot 
of building in the past 24 years and people across the table telling us 
it is going to cost “this amount” to do it. : 

Dr. CarRMICHAEL. I can assure you the regents of the Smithsonian 
will see to it that we cut our garment to fit the cloth given to us, if 
the cloth is given to us. 

Mr. Kirwan. I am glad to hear you say that. 


STATUS OF PLANNING 


Has any planning been done for this building by the Smithsonian 


Institute personnel? 

Dr. CaRMICAHEL. Yes; we have prepared a book which I think 
you have seen previously, which is a description of the reason for the 
need for this building and our thoughts on the larger details in regard 
to it. We have done with our own staff a great deal of planning in 
regard to this building and this work is continuing and will go on 
for some time. 

Mr. Kirwan. That is very good to know. What is your rougli 
estimate as to the date when construction will start—just a rough 
guess? 

Dr. Keppy. I would like to have you hear from the representatives 
of the Public Buildings Service on that. Mr. Hunter is the supervising 
architect. 

Mr. Hunrer. I think it will take approximately 18 monthis to 
prepare the drawings. 

Mr. Kirwan. Before actual construction? 

Mr. Hunrer. Just to prepare the drawings. After that there i 
the bid period which will run 6 weeks, or so, and then the award to 
the contractor another 2 months. So we are talking about 18 months 
to 24 months for actual preparation of the drawings and getting 
ready to build the building. 

Mr. Krrwan. And the percentage of the total cost that will go 
for plans, including the preparation of the working drawings, 
taken care of in this amount? 

Dr. CARMICHAEL. Yes, sir. 
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Mr. Kirwan. So you are all set; and this will give you the funds 
for the preliminary work so, when the day comes, you are all ready to 
start construction? 

Mr. Hunter. That is right. 

Mr. Kirwan. That is, the money allocated to date will take care 
of everything until you start to sink the pick in the ground; is that 
correct? 

Mr. Hunter. Yes, sir. 

Mr. Kirwan. Are there any questions? 


RELATION OF COST OF PLANS AND SPECIFICATIONS TO COST OF 
BUILDING 


Mr. Jensen. Do I understand you are making a request here for 
$2 288,000 just for plans and specifications? 

Dr. CARMICHAEL. Yes, sir. That is the estimate which the Bureau 
of the Budget and the President have approved after consideration of 
how we were going to plan this great building, and this money would 
make possible the payment of architects’ fees and the planning that 
we have to do ourselves. 

Mr. Jensen. All architects’ fees? 

Dr. CarmicHarL, All architects’ fees; every expense except the 
actual work of the steam shovels and putting up the walls. 

Mr. Jensen. And what is the estimated cost of this museum? 

Dr. CarmMIcHAEL. The estimated cost is $36 million. 

Mr. Jensen. The clerk has just handed me a figure here that this 
$2,288,000 is approximately 5.5 percent of the total estimated cost of 
the building. 

Dr. CarMIcHAEL. I| think that is right. That is my memory of the 
approximate percentage. 

Mr. Patmer. It is a little over 6 percent. 

Mr. JeENsEN. That is not too far out of line with the general practice. 
Of course, it looks like an awful lot of money for plans and specifi- 
cations. 

Dr. CARMICHAEL. Yes, it does. 


INSPECTION CHARGES 


Mr. Jensen. Does this also cover the inspection charges? During 
construction of a building of this size, or any building of any size, 
especially a public building, an inspector is retained on the building 
almost from the day the first shovel of dirt is turned to the completion 
of the building, to see not only that the work is done according to the 
plans and specifications, but also that the material which goes into the 
building is up to the standard which is provided in the plans and 
specifications. Does this cover inspection also? 

Mr. Hunter. No, sir. 

Mr. Jensen. It does not cover inspection? 

_\r. Hunter. The inspection would be about $360,000 more. 
hat includes the administrative cost of the contract. 

Mr. Parmer. But that all comes, of course, after the contract is 
awarded. This money is the preconstruction contract for services. 

Mr. Jensen. Of course, there are times, especially in private 
building programs, when the architect also includes his inspection 
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fees in his original request for the amount of money he is supposed 
to get. But this does not include inspection. 
Mr. Patmer. No, sir; this does not include that. 


TYPE OF BUILDING PLANNED 


Mr. JENSEN. Will you give us some idea of the kind of building 
you plan? 

Dr. CARMICHAEL. Yes, sir. We are planning a building that will 
be built from the inside out. We have been thinking for some years, 
as nonarchitects, about what this great building should be if it was 
authorized. That is, we know the functions; we know the designs 
of the different subsections that must be properly cared for in this 
building. We are going to try to put those together thinking about 
the way in which the visitor coming into the building will be able to 
see the things he is interested in, and to have a bird’s-eye view of the 
whole building. And we are going to build it so that it will be instrue- 
tive and give the maximum to the visitor in the time he has. We do 
not want them to come into it and be dazed by a whole variety of 
things. We want to have the things laid out in a logical manner. 
That is the sort of building we hope to build. 

So far as the outside is concerned, after the inside is planned, we 
are going to depend on the architects to put down over this building, 
an inexpensive but dignified exterior, and one in keeping with its 
location. In my personal opinion, I hope it will be appropriate to 
the present day, but I sincerely hope it will be a building that will 
fit in with the prevailing architecture of the great buildings in Wash- 
ington and not stand out in any way as a peculiar or strange building. 

Mr. JENSEN. You said “inexpensive.” 

Dr. CarmicHAkE.. Surely it is not inexpensive. What I meant was 
that I do not believe this building should end up with the kind of 
great decorative outside pillars and highly ornamental architecture 
that was so properly used for the Supreme Court. 

Mr. JENSEN. I do not want that type of building, but I do not 
want a cracker-box type of building. As far as I am concerned, | 
think we have too many cracker-box types of building in this city 
already. 

Dr. CarmicHak.. Sir, I agree with you wholeheartedly. 

Mr. Jensen. In fact, there is no architectural beauty to many of 
the buildings we have. 

Dr. CarMIcHAEL. That is right. 

Mr. Jensen. When after all, possibly, with the same amount of 
money but just a little decorative art, they could have been made 
architecturally beautiful. 

Dr. CarmicuaeEL. That is right. The great National Gallery, 
which technically is a bureau of the Smithsonian, in my opinion 3 
a beautiful building. 

Mr. JENSEN. Of course, it is a beautiful building. Of course, we 
do not want to start building buildings with a large amount of frosting 
on them, such as the old State Department Building. 

Dr. CarmicHakEL. No. 

Mr. JENSEN. But, believe you me, there is real architectural beauty 
if you want to go into spending money in a big way. There has beet 
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a great move on to tear that buildmg down. Why, it is the most 
beatuiful building in Washington. I was on the District Committee 
a number of years ago when they made a recommendation to us to 
tear that building down and I said, ‘“‘What are you thinking about? 
That is the most beautiful building in Washington. All you need is 
to clean it up like they cleaned up the Treasury Department. The 
outside needs to be sandblasted. There are columns that have 
sunk, but you can put hydraulic jacks under those and bring them up 
to where they belong and keep them there.” 

Now maybe it is not possible in a building of this nature to use 
stock doors, stock windows and stock molding exclusively, but you 
know, Dr. Carmichael, as well as I do, that a specially made door will 
cost from 3 to 5 to 6 or 7 times more than a standard door, and a 
standard door will last longer than the most of these doors with an 
awful lot of faney frills and frosting on them that will rot out. And 
to paint over those things is a real chore. And I am happy that we 
have such fellows as Peter Strobel at the head of the Public Buildings 
Service. Do you know what that gentleman did on a post office out 
in my district that they estimated to cost $1,900,000 a few years ago? 
He took out all of the frosting and fancy frills and reduced the cost of 
that building approximately $300,000, and we will have a better build- 
ing in the long run than the building that was originally planned. 

Dr. CARMICHAEL. Yes, sir. 

Mr. JENSEN. So you can go too far either way. 

Dr. CARMICHAEL. Yes. 

Mr. JensEN. You can go to the cracker-box type, or you can go 
to the faney frills and frosting and columns, gables, and domes and a 
pile of stuff that is not necessary. 

Dr. CARMICHAEL. Yes, sir. 

Mr. Jensen. That is all. 

Mr. Fenton. This amount of money you are asking for, Doctor— 
is that exclusive of the amount it will finally cost to build the building? 

Dr. CarmIcHAEL. No, sir; this will be included in it. 

Mr. Fenron. This will be included in the $36 million? 

Dr. CARMICHAEL. Yes, sir. 

Mr. Fenton. As I understand it, you want this $2,288,000 appro- 
priated and you are going to keep in reserve $380,500 unobligated 
until next year? 

Dr. CARMICHAEL. Yes, sir. 

Mr. Fenton. What is this $243,106? 

Dr. CanmIcHAEL. That carries over from 1957 to 1958 and 1959 so 
far as these particular planning functions are concerned. 

Mr. Fenron. That is out of the $380,500? 

Dr. CARMICHAEL. Yes, sir. 

Mr. Fenton. In 1957, you will only use the difference between 
$380,500 and $243,100? 

Dr. CarmicHaEL. That is correct. 

Mr. Fenton. I think your statement here is very good and ex- 
planatory, and I do not think I have any more questions. 

Mr. Kirwan. Then that will be all, Doctor. We are happy to 
have had you here and have enjoyed your presentation. 

Dr. CarmicuaEL. Thank you very much, Mr. Chairman. 
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SUBCOMMITTEE ON DISTRICT OF COLUMBIA APPROPRIATIONS 


LOUIS C. RABAUT, Michigan, Chairman 
OTTO E. PASSMAN, Louisiana EARL WILSON, Indiana 
WILLIAM H. NATCHER, Kentucky BENJAMIN F. JAMES, Pennsylvania 


THURSDAY, JUNE 30, 1955. 


DISTRICT OF COLUMBIA 
OPERATING EXPENSES 


WITNESSES 


SCHUYLER LOWE, DIRECTOR OF GENERAL ADMINISTRATION 
JAMES L. MARTIN, ASSESSOR 

WILLIAM G. WILDING, DEPUTY BUDGET OFFICER 

HENRY F. HUBBARD, PERSONNEL OFFICER 

ELERY A. McDONALD 

DR. DANIEL L. SECKINGER, DIRECTOR OF PUBLIC HEALTH 
GERARD M. SHEA, DIRECTOR OF PUBLIC WELFARE 


Mr. Rasavut. The committee will come to order. 

We have before us House Document No. 199 requesting supple- 
mental appropriations in the amount of $1,013,951 for the fiscal year 
1956 and prior fiscal years. We will insert the document referred to 
and the justifications therefor in the record at this point. 

(The material referred to is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., June 23, 1955, 
The PRESIDENT, 
The White House. 

Srr: I have the honor to submit herewith for your consideration proposed 
supplemental appropriations for the District of Columbia for the fiscal year 1956 
and prior fiscal years, in the amount of $1,013,951, as follows: 


PERSONAL SERVICES, WAGE-SCALE EMPLOYEES 


“For pay increases for wage-scale employees, to be transferred by the Commissioners 
of the District of Columbia to the appropriations and funds of said District for the 
fiscal year 1956 from which said employees are properly payable $448,047, of Boe 
$65,645 shall be payable from the highway fund, $75,108 from the water fund, and 
$38,945 from the sanitary sewage works fund; said increases in compensation to be 
effective on the first day of the first pay pe riod beginning after June 30, 1955: Pro- 
vided, That no retroactive compensation or salary shall be payable in the case of any 
individual not in the service of the municipal government of the District of Columbia 
on the date of approval of this Act, except that such retroactive compensation or salary 
shall be paid in the case of a deceased officer or employee, or of a retired officer o” 
employee, for services rendered after the effective date of the increase.”’ 

This proposed supplemental appropriation for pay increases for wage-scale 
employees is required to cover a 6-cents-per-hour increase which has been ap- 
proved by the Commissioners, subject to appropriations therefor being made by 
the Congress, for employees under the Department of General Administration. 
Fire Department, Departments of Corrections, Buildings and Grounds, Hig- 
ways, and Sanitary Engineering, and the National Capital Parks, who occupy 
positions exempted from the Classification Act of 1949, as amended. 


Courts 


“UNITED STATES COURTS 


“For an additional amount, fiscal year 1954, for ‘United States courts, 
$132,812.” 

This amount is for reimbursement to the Federal Treasury of balance due for 
the fiscal year 1954 for services rendered to the District of Columbia by the 
Departments of Justice and the Judiciary. 
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HEALTH DEPARTMENT 
““MEDICAL CHARITIES 


“For an additional amount, fiscal year 1954, for ‘Medical charities’, $43,120.” 

This amount is for payment to private hospitals in the District of Columbia for 
-ervices rendered in the care and treatment of indigent patients in excess of 
appropriations available for that fiscal year. 


Pusitic WELFARE 
‘‘OPERATING EXPENSES, PROTECTIVE INSTITUTIONS 


“For an additional amount, fiscal year 1954, for ‘Operating expenses, protective 
institutions’, $137,936.” 

This amount is needed to pay bills which have been rendered by the Bureau of 
Prisons, Department of Justice, for care of District of Columbia boys committed 
to the National Training School for Boys by the juvenile court. 


AUDITED CLAIMS 


For an additional amount for the payment of claims, certified to be due by the 
accounting officers of the District of Columbia, under appropriations the balances 
of which have been exhausted or credited to the general fund of the District of 
Columbia as provided by law (D. C. Code, title 47, see. 130a), being for the service 
of the fiseal year 1953 and prior fiscal years, as set forth in House Document 
No. - (84th Cong,), $252,035.68, together with such further sums as may be 
necessary to pay the interest on audited claims for refunds at not exceeding 4 
percent per annum as provided by law (D. C. Code, title 47, sec. 2413d). 


Operating expenses, protective institutions, public welfare, District 

of Columbia, 1953 (National Training School for Boys) ____- _- $99, 135. 48 
Operating expenses, Department of Corrections, District of Columbia, 

1953 (support of prisoners) _ _ _ - E gtr hs, ie bee 33, 322. 67 
Salaries and expenses, Collector’s Office, District of Columbia, 1952 


refunds) ____-_- a ae ‘i ; iets Lo mbiae Ut 10. 
Operating expenses, protective institutions, public welfare, District 

of Columbia, 1952 (National Training School for Boys) ________- 91, 466. 
Salaries and expenses, Collector’s Office, District of Columbia, 1951 

(refunds) _ - Peet Pat ate Cas ed Jn Ud od Sire Oe 6, 591. 
Medical charities, District of Columbia, 1951-_ —__ - re 21, 122: 11 
Salaries and expenses, Collector’s Office, District of Columbia, 1950 

(refunds) pea ee 188. 66 
Salaries and expenses, Collector’s Office, District of Columbia, 1949 

(refunds) ue ok L eee ; 192. 15 
Division of Child Welfare, expenses, District of Columbia, 1944- 6. 71 


en eek eta oe 252, 035. 68 


The two items for public welfare are for bills rendered by the Bureau of Prisons, 
Department of Justice, for the care of boys committed to the National Training 
School for Boys by the juvenile court; the item for Department of Corrections is 
for maintenance of District of Columbia prisoners in Federal prisons; the item 
lor medical charities is for payment to private hospitals in the District of Colum- 
bia for services rendered in the care and treatment of indigent patients; and other 
items are for refund of erroneous collections. 


“DIVISION OF EXPENSES 


“The sums appropriated in this act for the District of Columbia shall, unless 
otherwise specifically provided for, be paid out of the general fund of the District 
of Columbia, as defined in the District of Columbia appropriation acts for the 
fiscal years involved.” 

lhe Commissioners of the District of Columbia have submitted the above 
proposed supplemental appropriations with the statement that such amounts are 
required to meet contingencies which have arisen since the transmission of the 
budgets for the fiscal years involved. 

| recommend that the foregoing proposed supplemental appropriations be 
'ransmitted to the Congress. 

tespectfully yours, 
ROWLAND HUGHEs, 
Director of the Bureau of the Budget. 
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JUSTIFICATION OF THE ESTIMATE 


Personal services, wage-scale employees, $448,047 

This amount is required in order to pay a 6-cents-per-hour increase for wage. 
scale employees which has been approved by the Commissioners, subject to appro- 
priations therefor being made by the Congress. 

In accordance with the provisions of part V of Reorganization Order No. 21, of 
November 20, 1952, as amended, the District of Columbia Wage Scale Board 
held a series of meetings during the months of March and April to consider changes 
that may have occurred in the prevailing levels of wage rates in the Washington 
locality, since wages of the District’s wage scale employees was last adjusted jy 
September 1953. Consideration was given to the following factors: 

(a) The September 1953 wage adjustment was based on wage data collected 
during the months of April and May 1953. In April 1953 the Defense Depart. 
ment, as a result of a comprehensive wage survey of the area, announced a new and 
higher wage schedule for their wage board employees. This April 1953 increase 
in locality rates, as reflected in the Defense Department’s survey results, was 
taken into account in the District’s September 1953 wage adjustment. 

(b) In April of 1954 the Defense Department placed in effect, after another 
wage survey of the Washington locality, an average 6-cents-per-hour increase 
for its workers. 

(c) Because of the provision of the Fringe Benefits Act of September 1, 1954, 
with particular reference to its abolishment of the crafts, protective custodial, 
schedule of the Classification Act, there is indication that many more Federal 
departments and agencies will be major employers of Wage-board personnel in this 
area in the future than there have been in the past. In recent months many of 
these departments and agencies have adopted, in whole or in substance, the wage 
levels of the Defense Department’s wage schedule (as issued in April 1954). 

(d) There is further indication that the interested Federal agencies, including 
the Defense Department, are planning a full-scale wage survey this fall to deter- 
mine what rates of pay prevail in the Washington area (or, in effect, to determine 
whether area levels have risen since the survey conducted by the Defense Depart- 
ment in the spring of 1954). 

From the preceding, the Wage Scale Board concluded (a) that there is positive 
evidence that wage levels in the Washington area have increased at least 6 cents 
per hour since the District’s wage schedule was last adjusted in September 1953 
(based on data valid in the spring of 1953); (6) that in view of the pending cooper- 
ative surv y among the Federal agencies, it would be inadvisable to initiate at 
this time a District survey to determine if area wage levels have increased more 
than 6 cents per hour; and (c) that the 6-cents-per-hour rise in local wage levels 
already indicated should be immediately reflected in the District’s wage schedule. 

The Wage Scale Board accordingly recommended to the Board of Commis- 
sioners that a 6-cents-per-hour increase be granted to all wage-scale employee: 
effective with the first pay period after July 1, 1955, conditioned upon appro- 
priations therefor being made by the Congress, and the Board of Commissioners 
approved that recommendation. 

The following table shows the departments involved, number of wage-scale 
employees, estimated total cost, and the several revenue funds from which thie 
appropriations here requested will be payable: 


Estimated cost of wage-scale increase for fiscal year 1956 (increase of 6 cents per hour) 


| Sanitary 
Total | General | Highway| Water | sewage 


| 
Number | 
cost | fund fund fund | works 
|- 


Department of em- 

ployees fund 

| 
General administration aed 9| $2,371 $2, 371 
Fire : 2, 496 2, 496 
Corrections. -_.......-- TiN haha coeee nentanee 873 873 
Buildings and grounds. 42, 432 42, 432 
5 skin dicecds ptacccaap nak issn f 72, 509 | 6, 864 
Sanitary Engineering--...............---- * 278,179 | 164,126 
d 49, 187 49, 187 


448, 047 | 268, 349 
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Courts 


For an additional amount, fiscal year 1954, for operating expenses, courts, $132,812.0 


This amount is required in order to reimburse the Federal Treasury for balance 
jue for the fiseal year 1954 for services rendered to the District of Columbia by 
the Department of Justice and the Judiciary, pursuant to the provisions of sec- 
tion 202 of the Judiciary Appropriation Act, 1954, and section 204 of the Depart- 
ment of Justice Appropriation Act, 1954. 


Section 202 of the Judiciary Appropriation Act, 1954, reads as follows: 


“Sixty per centum of the expenditures for the District Court of the United 
States for the District of Columbia from all appropriations under this title and 
30 per centum of the expenditures for the United States Court of Appeals for the 
District of Columbia from all appropriations under this title shall be reimbursed 
to the United States from any funds in the Treasury to the credit of the District 
of Columbia.” 


Section 204 of the Department of Justice Appropriation Act, 1954, reads as 
follows: 


“Sixty per centum of the expenditures for the offices of the United States 
attorney and the United States marshal for the District of Columbia from all 
appropriations in this title shall be reimbursed to the United States from any 
funds in the Treasury of the United States to the credit of the District of 
Columbia.” 

The District of Columbia Appropriation Act, 1954, included an appropriation 
of $1,550,000 for reimbursement to the United States for services rendered the 
District of Columbia by the Judiciary and the Department of Justice. This 
appropriation has been entirely expended, and a voucher for the balance due, 
$132,812.04, is now pending in the office of the Accounting Officer of the District 
of Columbia, and an appropriation in that amount is accordingly requested. 


Health Department, medical charities, 1954, $43,119.95 


This amount is requested in order to pay private hospitals for services per- 
formed by them during the fiscal year 1954 in the care and treatment of indigent 
patients of the District of Columbia. 

An appropriation of $770,000 for ‘‘Medical charities” was included in the Dis- 
trict of Columbia Appropriation Act, 1954, as follows: 

‘For care and treatment of indigent patients under contracts to be made by the 

Director of Public Health of the District of Columbia and approved by the Com- 
missioners with institutions, as follows: Central Dispensary and Emergency 
Hospital; Children’s Hospital; Eastern Dispensary and Casualty Hospital; 
Episcopal Eye, Ear, and Throat Hospital; Garfield Memorial Hospital; George 
Washington University Hospital; Georgetown University Hospital; Providence 
Hospital; Washington Home for Incurables; and Children’s Convalescent Home; 
$770,000: Provided, That the inpatient rate shall not exceed $13.44 per diem and 
the outpatient rate shall not exceed $2 per visit.” 
_ This appropriation has been entirely expended through payments to the several 
hospitals and agencies named for care and treatment of indigent patients under 
contracts made by the Director of Public Health and approved by the Commis- 
sioners with the several institutions. The services rendered to inpatients are 
certified by the Department of Public Health, and indigency status is established. 
However, about 25 percent of the service is rendered through visits to outpatient 
clinies, where time does not permit of the necessary investigation to establish 
indigeney. Collections made by the hospitals and agencies from indigent patients’ 
insurance policies and accident claims amounted, during the fiscal years 1951 
through 1954, to $178,534.26, and this amount was deposited with the Collector 
of Taxes for credit to the general revenue fund of the District of Columbia. 

The net cost to the District for the services rendered by thé several hospitals and 
agencies in the care and treatment of indigent patients, including the supplemental 
amount here requested (as well as the amount of $21,122.11 requested under the 
head of “Audited claims’’), does not exceed the amounts appropriated for that 
purpose, and the Commissioners accordingly request an appropriation for this 
additional amount for payment to the hospitals for services rendered. 


Public welfare, National Training School for Boys, 1954, $137,935.71 
rhis is an additional amount required for the fiscal year 1954, for reimbursement 


to the Federal Treasury, for the cost of care of boys committed by the juvenile 
court to the National Training School for Boys. 
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The appropriation for this purpose, in the District of Columbia Appropriatio, 
Act, 1954, under the head of ‘‘Public welfare,”” was for operating expenses, pro. 
tective institutions, in the amount of $3,465,000. Within this total appropria. 
tion, the amount allotted for National Training School for Boys was $316,436. 

The bills which have been received for the fiscal year 1954 amount to 
$569,270.26. Of this amount $316,222.87 has been paid, leaving an unpaid bal- 
ance of $253,047.39. There is a small balance of $213.13 in the allotment and a) 
unobligated balance in the appropriation of $114,898.55. There is therefore re- 
quired in order to pay the bills for the fiscal year 1954 an additional appropriation 
of $137,935.71, for which this request is submitted. 

While the boys for whose care this appropriation is required are committed 
by the juvenile court to the National Training School for Boys, the Bureau of 
Prisons is authorized to and does transfer them from time to time to other 
appropriate institutions under its control, but it would appear that record of the 
fact that they were properly chargeable to the District of Columbia was inad- 
vertently lost sight of. 

Bills are also due and payable for the care of boys committed to the National 
Training School for Boys for the fiscal years 1953 and 1952 in the amounts, resnec- 
jtively, of $99,135.48 and $91,466.04, and the request for additional appropriations 
n those amounts for those two fiscal years (for which the appropriations have 
apsed) are submitted under the head of ‘Audited claims.” 


Audited claims, $252,035.68 

This is a request for an additional amount for the payment of claims, certified 
to be due by the accounting officers of the District of Columbia, under appr- 
priations the balances of which have been exhausted or credited to the general 
fund of the District of Columbia as provided by law (D. C. Code, title 47, sec. 
130a), being for the service of the fiscal year 1953 and prior fiscal years, together 
with such further sums as may be necessary to pay the interest on audited claims 
for refunds at not exceeding 4 percent per annum as provided by law (D. (. 
Code, title 47, sec. 2413d). 

The claims are as follows: 


Operating expenses, protective institutions, public welfare, District 
of Columbia, 1953 (National Training School for Boys) $99, 135. 48 

Operating expenses, Department of Corrections, District of Columbia, 
1953 (support of prisoners) 33, 322. 67 

Salaries and expenses, Collector’s Office, District of Columbia, 1952 
(refunds) 10. 00 

Operating expenses, protective institutions, public welfare, District 
of Columbia, 1952 (National Training School for Boys) 91, 466. 04 

Salaries and expenses, Collector’s Office, District of Columbia, 1951 
(refunds) 6, 591. 86 
Medical charities, District of Columbia, 1951 _ 21. 19211 

Salaries and expenses, Collector’s Office, District of Columbia, 1950 
188. 66 


(refunds) _ __- 192. 15 
Division of Child Welfare, expenses, District of Columbia, 1944_- -- 6. 71 


ee A Re 252, 035. 68 


Mr. Lowe. Mr. Chairman, we have witnesses here to handle the 
individual items. I wanted to thank you for having this hearing and 
to express the Commissioners’ regrets that they cannot be present. 

They may still get here if their other meeting on the transit situation 
ends early enough: 

But in the meantime they did ask me to express their deep regrets 
for being unable to be present. 


INCREASE FOR WAGE-SCALE EMPLOYEES 


With respect to House Document 199, the first item is an increase 
for our wage-scale or blue-collar employees. 

We have our personnel director, Dr. Henry F. Hubbard, here if 
you would like to hear from him. 
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Mr. Rasaut. How long have you been with the Department, 
Doctor? 

Mr. Hupsparpb. Three years next October. 

Mr. Rasaut. Tell us about this item, please. 

Mr. Hupparpb. One of my jobs is serving as Chairman of the Wage 
Board for the District of lie At the present time there are 
3200 wage-board employees, so-called. After the last week in 
August that will be increased by another 2,600 due to the conversion 
of the so-called CPC’s to wage scale, which will be done, so we will 
have about 6,000 when they are all finally converted. 

Our wage board from time to time is charged with the responsibility 
of making wage surveys for comparable positions in the Federal Gov- 
ernment and in private industry in this area. 

Our last wage increase was made effective September of 1953. 

However, the appropriation did not come through until a supple- 
mental from Congress about a year ago. That was effective Sep- 
tember 1953. 

Since then, to put it in simple terms and briefly, we have the whole 
thing documented here, our wage board has determined that there 
has been a 6 cents an hour average increase for comparable positions 
among the wage-board employees, and we are therefore recommending 
at this time a 6 cents increase for these employees, totaling $448,047 
to be effective the beginning of the first pay period after July 1 of 
this year, that is tomorrow, or the first pay period, which varies with 
the different groups. Some of it will be on the second and some on 
the ninth. 

Mr. Rasaut. In other words, it will be applicable to the new fiscal 
year? 

Mr. Hussarp. As soon as possible; yes, sir. 

If there are any questions I would be happy to answer them. 


TURNOVER RATE 


Mr. Rasaut, What is the turnover rate on these people? 

Mr. Hussarp. The turnover rate for the District of Columbia as 
a whole is approximately 18 percent, and for this particular group, 
I do not have the precise figure, it is about 30 to 40 percent. 

Mr. Rasaut. Put the precise figure in the record. 

Mr. Hupsarp. I will get it for the record. 

(The information requested is as follows:) 


Nor:.—It is found from an examination of the records that the average turn- 
over of wage-scale employees, excluding seasonal and purely temporary employees, 
is about 12 percent. 


Mr. Ranaut. What is the lapse figure? 
Mr. Husparp. I will supply that, sir. 
(The information requested is as follows: ) 


The amount requested is an estimated amount required to pay a 6-cent per 
hour increase to wage-scale employees, and is based upon the number of employees 
anticipated to be obtainable within the net amounts included for that purpose in 
4ppropriations for agencies requiring the services of wage-scale employees. The 
deductions of savings because of anticipated lapses were made in calculating the 
‘lnounts required for such services, and varied somewhat as between the several 
avencies, but it is believed that it could be stated to be in the neighborhood of an 
average of from 5 to 10 percent. The amount of the estimate, $448,047, is the 
het amount required in order to pay the 6-cent increase in wages. 
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Mr. Natcuer. The $448,047 pertains to the 3,589 employees set 
up in your justifications. Is that correct? 

Mr. Husparp. That is correct. Your question pertains to what 
will happen in September when we have an additional group? 

Mr. Natcuer. That is right. 

Mr. Hvuspsarp. That is all provided for in the budgetary justif- 
cations for the next fiscal year. 

Mr. Lower. That was covered under heading titled “Conversion of 
CPC positions.” That was taken care of earlier. 

Mr. Hupparp. Your question pertained to the other 2,800. 
Money has been requested for them in the regular appropriation, 

Mr. Natcuer. That is what I had in mind, Mr. Chairman—why 
this particular number was affected. ’ 

Mr. Hupparp. These are 

Mr. Natcuer. You did not make the request at the same time 
you made it for the other employees? 

Mr. Hupparp. The survey had not been made at the time. We 
did not have the data to recommend for these employees at that time. 
In other words, the wage board came through later on this group. 

The requirement for the conversion came through with the Fringe 
Benefit Act of 1954 which was somewhat different. It was a question 
of timing. 

Mr. Natcuer. The wage board decision pertaining to the 3,589 
employees came after the request had been made before this com- 
mittee for the other employees? 

Mr. Hupparp. That is correct. 

Mr. VursE.u. I understand this $448,047 is to pay for an increase 


in the wage scale and mostly has to do with the prevailing wage 
levels now existing in the Washington area. Is that right? 

Mr. Hussarp. That is substantially correct. 'The Defense Depart- 
ment has its increase in effect now, and it is also based in part on 
prevailing rates in private industry. 

Mr. Rasavurt. Thank you very much, Mr. Hubbard. 


REIMBURSEMENT FOR FEDERAL Courts 


Mr. Lowe. Mr. Chairman, the next item in the House document is 
one for the Federal courts. That is an item of $132,812.04. That 
is page 3 of the prepared statement. 

Mr. Rapaut. $132,812.04. 

Mr. Lowe. That is correct, sir. 

The reason this item has arisen is that apparently the appropriations 
for the Department of Justice and the Judiciary, from which these 
Federal courts are financed, were not completely synchronized with 
the appropriation of the District of Columbia Government in the 
same year, because during the fiscal year involved, which is 1954, the 
Federal courts spent more money chargeable to the District govert- 
ment than we had in our appropriation, and this is the sum repre- 
sented as what might be termed a mandatory item because by law we 
are required to finance 60 percent of the cost of the Federal district 
courts and 30 percent of the cost of the Federal Court of Appeals. | 

Those two courts act in the case of the District of Columbia 1 
lieu of the usual county and State superior courts in an ordinary 
juridiction. 
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If it meets with your approval, sir, I believe the prepared justifica- 
tion material on page 3 explains the situation adequately. 

Mr. Rasaut. We have this in the record. 

Mr. Lows. Thank you, sir. 

Mr. Natcuer. Mr. Lowe, why are you bringing this item up at the 
present time? Did you have this information at the time you were 
before the committee on the regular budget proposal. 

Mr. Lows. We were aware, sir, of the deficiency at that time, but 
we also knew that we were going to have to come up with some other 
items, and we thought that it was easier to defer that for a little while 
and put it in this final supplemental rather than to bring it in as an 
amendment cone he regular hearings. 

Mr. Natcuer. But you did have the information? 

Mr. Lows. We had the information, yes. 

Mr. Wixp1naG. This is an item for the 1954 fiscal year. It is a 
deficiency item. 

Mepicat CHARITIES 


Mr. Rasaut. We will now go to the Health Department, “Medical 
charities,’ $43,119.95. - 

Mr. Lows. With your permission, sir, Dr. Daniel Seckinger, Direc- 
tor of Public Health for the District, will testify on that item. 

Dr. SecxinGrer. This concerns overexpenditures claimed by the 
hospitals for service rendered for the years 1951 and 1954. They over- 
expended, as far as care of patients is concerned, $21,122.11 in 1951, 
and $43,119 in 1954, totaling $64,241. 

We have contracts with the private hospitals. 

Mr. Rasaut. Contracts with the private hospitals? 

Dr. SeckinGER. Yes. 

Mr. Rasaut. These are the obligations incurred as a result of those 
contracts? 

Dr. SeckinGer. Yes. 

Mr. Rasaut. This is for what period of time? 

Dr. SecKINGer. 1951 and 1954. 

Mr. Rapaut. All the way to 1954? 

Dr. SeckinGeEr. Yes, sir. 

Mr. Rapaut. It includes 1954? Up to today? 

Dr. Seckineer. Fiscal 1954. 

Mr. Rasaut. So it is still 1 year behind? 

Dr. SeckinGer. That is right, and also going back to 1951. 

Mr. Rasaut. What happened to you in the intervening years that 
you let this run for 3 years? 

Dr. Secxineer. You see, in 1951 they ran over. In 1954 they ran 
over, also, so we are asking they be reimbursed for those years. 

rye NATCHER. Just for the 2 years of 1951 and 1954, but not 1952 
and 1953? 

Dr. Seckincer. That is right. 


LEGISLATIVE AUTHORITY 


Mr. Rasavur. Will you make a citation of the legislative authority 
to enter into such contracts? 

'. SECKINGER. The private hospitals came before this committee 

and made a request that they be reimbursed for cases referable to 


the District government for cases not able to pay. 
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Mr. Rasavt. It is a just obligation? 

Dr. SeckKINGER. Yes, sir. 

Mr. Rapaut. Is there a citation in law? 

Mr. Lowe. The annual appropriation acts for the District goverp- 
ment under the Health Department section contain authorization: 
I believe it is headed up under the general description of medical 
charities. 

The history of this—— 

Dr. SeckrnGer. It is back beyond my time, Mr. Chairman, gs 
it is over 22 years. 


AMOUNT PAYABLE TO EACH HOSPITAL 


Mr. Rasaut. Can you give us the amount payable to each hospital? 

Dr. SeckincEer. We have that information. 

Mr. Rasavt. Is it a long list? 

Dr. Seckincsr. It is not very long. I will insert it in the record. 

Mr. Rasaut. How much does this all amount to? 

Dr. SecKiNGER. $64,241. 

Mr. Rapsaut. We want a breakdown of the hospitals and what 
they will get out of this $43,120 item. 

Dr. SeckincerR. We will supply you that information, sir. 

(The information requested is as follows:) 


DISTRIBUTION OF FuNps REQUNST=D IN SUPPLEMENTAL FOR 1951 AND 1954 By 
HospiITraL 


Medical charities 


Cost of 
services Amount paid 
furnished 


Fiscal year 1954: 
Casualty Hospital $211, 454. 51 $205, 992. 98 
Children’s Hospital __- 180, 044. 84 180, 044. 84 | 
Emergency Hospital.- 99, 772. 14 90, 939. 29 
Episeopal Eye, Ear, and Throat Hospital | 41, 204. 86 32, 948. 63 | 
Garfield Hospital 17, 063. 08 | 13, 929. 32 | 
George Washington University Hospital_- 38, 638.02 | 38, 638. 02 | 
Georgetown University Hospital___- 71, 101. 90 | 63, 226. 63 
Providence Hospital 48, 810. 60 46, 015. 66 
Washington Home for Incurables 70, 956. 00 | 70, 243. 66 | 
Convalescent Home for Children _- 34, 074. 00 | 28, 020. 97 | 


I ein 813, 119. 95 770, 000. 00 


Fiscal year 1951: 
Casualty Hospital : 125, 648. 75 114, 994. 89 | 
Children’s Hospital __- ‘ ; | 179, 696. 42 179, 696. 42 | 
Emergency Hospital _- s ‘ 89, 461. 50 | 89, 461. 50 
Episcopal Eye, Ear, and Throat Hospital_- 46, 777.14 46, 777. 14 
Garfield Hospital. ieee abt ia 12, 288. 50 | 12, 288. 50 
George Washington University Hospital. - 30, 785. 50 28, 184. 49 -2, 601.01 
Georgetown University Hospital_.............._- a 64, 787. 50 | 59, 773. 85 —5, 013.6 
Providence Hospital ’ . : 45, 926. 50 | 45, 926. 50 
Washington Home for Incurables----_----- : 57, 896. 71 
Convalescent Home for Children- -_- seas 


Total _- : bhai  abipiihe alae ‘ : 656,122.11 | 635, 000. 00 


Mr. Rapaut. What do you have to say about the newspape! 
articles which indicate that the hospitals have arguments as to the 
value of these patients to their training program? 

Dr. Seckincer. We are in thorough accord with that and we have 
been in accord with these appropriations we make with private hos 
pitals. We consider their training program. 
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But we have run behind in the appropriations that are necessary for 
the care of patients, particularly in the later years. 

Mr. Rasavut. I don’t want anybody to have any notion at any 
place or in any hospital that we are not interested in these unfortunate 
patients, s J 

Dr. SecK1InGER. Thank you, sir. 

Mr. Rasaut. We are very interested in them. 

Dr. SeckINGER. The time runs coincident with that of the District 
of Columbia General Hospital. They are making certain collections, 
also, which they are able to get from patients who are able to pay. 

We think if that can be applied to the deficits they have—— 

Mr. Rasaut. What percentage is carried by the District of Co- 
lumbia General Hospital of the total load of this type of patient? 

Dr. SECKINGER. It is considerably over a half. It would run about 
two-thirds. 

Mr. Rapaut. Between a half and two-thirds? 

Dr. SECKINGER. Yes, sir. 

Mir. Raspaut. Couldn’t they handle all of them? 

Dr. SeckinGeR. No. That has been the trouble. We do not have 
the facilities. 

Mr. Ranaut. Are they getting the care that you feel they should 
get from these hospitals? 

Dr. SECKINGER. Yes. 

Mr. Raspaut. You are satisfied with the care they are receiving? 

Dr. SecKINGER. Very good care. 

Mr. Narcuer. Doctor, why is this amount being presented at the 
present time instead of having been presented when we had these re- 
quests up for the budget for the District for fiscal 1956? 

Mr. Lown. The matter was only taken up for these 2 years with the 
Board of Commissioners on May 20, at which time, as I recall it, we 
had just concluded the hearings before your committee. 

Mr. Narcuer. As I understand it, a portion of this amount is for 
the vear 1951. Is that correct? 

Dr. SECKINGER. Yes. 

Dr. Narcuer. You knew that at the time you came up before the 
committee, did you not? 

Mr. Lown. Yes, sir; we knew that, but the hospitals had not 
requested a payment. I have here a statement which the hospitals 
presented to the Board of Commissioners in the latter part of May 
which explains their position. It has somewhat of a brief historical 
document as well. It is 4 pages in length. 

lt explains what was done back in 1946, apparently the first year in 
which a comparable problem arose, and it gives the first years Congress 
passed appropriations repaying the hospital for those overruns, and 
you will see the 2 years we are discussing today also are listed. 

Mr. Natrcuer. Here is what I have in mind. The total is $1,013,951 
in this document. 

Mr. Lowe. Yes, sir. 

Mr. Narcurr. Two-thirds of that money was due and owing and 
should have been paid at the time of the regular request for the 
District budget for 1956. 

In all fairness to the committee, these items should be presented at 
the proper time in’ order that we may have time to consider them. 

This item for 1951 should have been brought up long before now. 
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You see what I have in mind, Mr. Lowe, do you not? 

Mr. Lowe. Yes. 

Mr. Natcuer. In other words, any of these amounts which were dip 
and should have been paid and were outstanding at the time of the 
wes for 1956 should have been presented at that time. 

Mr. Lows. There are two major reasons. In this particular case 
of the hospitals the Commissioners had not earlier contemplated 
actually paying this money. The hospitals came to the Commis. 
sioners in the middle and latter part of May and presented their 
financial predicament to them. 

After hearing the situation the Commissioners then concluded that 
the situation was of such serious nature to these hospitals that they 
would submit a request to the Appropriations Committee for action 
on it. 

As to some of these other items, we have known some of them for 
some time. However, there is a period during the middle of the year 
when we were not too sure just where we stood financially. 

Mr. Narcuer. Off the record. 

(Discussion held off the record.) 

Dr. SecxinGer. I might explain a little bit about this deficiency 
for the hospitals. We cannot under the law create a deficiency and 
say that you can go ahead with a deficiency. That is strictly not 
permissible. So it was written into the contract that these hospitals 
would not go over that amount appropriated. 

Yet they are in such a bad condition now that we feel they should 
be paid for, so the contract with them specified that they would have 
to care for these patients with no more money than actually was 
appropriated. 

Mr. Nartcuer. I agree with you that the amounts are just and 
should be paid. 

But a proportionate part of this amount of $43,119.95 applies to 
1951. Should that not have been brought up at the time of the 
regular budget—when the regular budget was up for consideration’ 

Dr. SecxinGer. They usually go into the question of a deficiency, 
Mr. Chairman. 

Mr. Lowe. In this particular case, Mr. Chairman, although it was 
a matter of record that these overran for the period, Dr. Seckinger 
explained to you there was no legal liability on the part of the Com- 
missioners to pay this sum. The contracts have a ceiling amount 
for which the District of Columbia government is liable. 

These sums before you today are in excess of the ceilings in all o! 
the contracts combined. 

The first time 

Mr. Rasaut. We are not complaining about the taking care of the 
poor people and the people who need this care, nor are we complaining 
about the number of them and the discretion the hospitals should 
exercise in taking them in. 

However, there is a thought that this is an annual affair. It should 
therefore be brought in. We are not inviting this to overrun every 
every time, either, by talking about it. That is the point Mr. Natcher 
makes. The budget estimate has to be brought in regularly so ¥ 
will have it. 

Mr. Lows. If I may bring out this feature, also:’ I was just explat- 
ing there was no legal liability on the part of the District of Columb 
to meet these. 
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Mr. Rasaut. We understand that. But you have a moral obli- 
gation. 
~ Doctor Seck1NGER. I have tried to help these people live because 
they are breaking down in their system of organization of the hospitals 
so far as the staff is concerned. 

Mr. Lowe. There is one key point that I feel you should know in 
deference to your position. This matter first was taken up with the 
Board of Commissioners on May 19 of this present calendar year. 
That was after we finished our hearings with you. 

It was following that date that the Commissioners actually approved 
it. We doublechecked the matter with the Health Department and 
with other groups. 

Mr. Rasaut. Why didn’t you say that first? 


Pusiic WELFARE 
NATIONAL TRAINING SCHOOL FOR BOYS 


Mr. Rasaur. You are requesting for the National Training School 
for Boys $137,935.71. 

Mr. Lowr. Mr. Wilding is most familiar with the details on that. 

Mr. Rasaut. Mr. Wilding, we should be pleased to hear you with 
regard to this item. 

Mr. Wiupina. This is an additional amount requested for the 
fiscal year 1954 for reimbursement to the Federal Treasury for the 
cost of care of boys committed by the juvenile court to the National 
Training School for Boys. 

The amount of this indebtedness, which is for the fiscal year 1954, 
has only been determined since we prepared our budget for this year. 
Bills are rendered by the Bureau of Prisons. That is a new practice 
which has arisen in the last 2 or 3 years only. 

Bills are rendered by the Bureau of Prisons for the care of these 
boys of the District of Columbia who are committed by the juvenile 
court to the National Training School for Boys. However, those 
boys, under authority of the Bureau of Prisons, are transferred from 
the National Training School for Boys to other institutions under the 
control of the Bureau of Prisons. It appears that for some years past, 
for the last 3 or 4 years, a large number of the boys have been trans- 
ferred from the National Training School for Boys out on Bladensburg 
Road at the District line to other institutions, and they have inad- 
vertently lost sight of the fact that the District of Columbia was 
chargeable with their care. 

The cost of this care is not paid to the Bureau of Prisons for credit 
to their appropriations, but is paid as a reimbursement to the Treasury. 

For the fiscal year 1954—and you will later see for 1953 and also 

1952—moneys are owing to the Treasury as reimbursement for the 
care of boys, and the amount has now been determined to be properly 
chargeable to the District of Columbia. We recognize that. 
_I believe there was some testimony before this committee at the 
ume of the hearing on the annual appropriation bill showing we had 
set aside some $800,000 as a reserve for the purpose of paying these 
bills. We are not even now proposing to pay the bill for 1955, for the 
simple reason that the amount of it has not been determined. I do 
hot Want an estimated amount now for a year that is not finished. 


63859—55——_52 
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Mr. Rasaut. Is it always at least a vear in arrears? 

Mr. Wiupina. Yes, sir. 

Mr. Rapaut. We do not want it to be too many vears in arrears 

Mr. Witpina. Mr. Chairman, in each appropriation bill, annually 
that comes before vou, we have an amount for payment to the National 
Training School for Boys, for boys committed by the juvenile court. 
We endeavor te make that a good estimate. Weare now able to make 
a pretty g gvood estimate on that. We think our estimate for 1956, that 
has just come through your committee, is a good estimate and will pay 
the bill. However, for 1955 we may have to come back for maybe a 
couple of hundred thousand dollars more than we got in 1955. 

The present request is for the fiscal vear 1954, and, as I will show 
you in a moment, under the head of “ Audited claims,” for 1953 and 
1952. The total amount is in the neighborhood of $350,000. We owe 
the money. We want to pay it. The United States needs it. 

Mr. Ranavv. This is in addition to the money you received from 
us before, on vour estimates? 

Mr. Wiup1na. Yes, sir; this is in addition to the amount requested 
in the annual budget estimates. 

Mr. Rasavr. Off the record. 

(Discussion off the record.) 


AvupDITeED CLAIMS 


Mr. Ranaut. For ‘Audited claims” vou are requesting $252,035.68 
Who is going to tell us about that? 

Mr. Witpinc. Mr. Chairman, these are additional amounts for 
payment of bills which would have been paid during the fiscal year 
to which they pertain had they been available for payment at that 
time. 

Mr. Rasaur. How old are some of them? 

Mr. Witpina. The oldest is 1944. These bills sometimes get lost, 
and then they are not paid. 

Mr. Rasaut. These bills will have to be a little bit more up to date 

Mr. Natrcuer. Mr. Chairman, have you incorporated page 6 in 
the record? 

Mr. Raspaur. Yes; that is incorporated in the record. 

Mr. Narcuer. These bills run back to 1944, 1949, 1951, 1952 and 
1953; is that correct? 

Mr. Wixp1nG. Yes, sir. 

Mr. Nartcuer. All of them should have been presented at the 
time the regular budget proposals were up before this committee; 
is that not correct? 

Mr. ree Yes, sir. In some cases there are other reasons. 

For example, I am not too serious about this one for 1944, since it 
is only $6.71. That is the only one prior to 1949. 

Mr. Rasavut. Off the record. 

(Discussion off the record.) 
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THURSDAY, JUNE 30, 1955. 
DEPARTMENT OF GENERAL ADMINISTRATION 


Mr. Ranaut. We will take up for consideration at this time House 
Document 206. At this point we shall insert this document in the 
record. Y t : 

The information is as follows: ) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 28, 1955. 
The PRESIDENT, 
The White House. 

Sin: I have the honor to submit herewith for your consideration a proposed 
one mental appropriation for the District of C olumbia for the fiscal year 1956, 
in the amount of $200,000, as follows: 


District oF COLUMBIA 
OPERATING EXPENSES 
“DEPARTMENT OF GENERAL ADMINISTRATION 


“Por an additional amount for ‘Department of General Administration’, 
$200,000: Provided, That for the purpose of assessing and reassessing real property 
in the District of ¢ ‘olumbia $55,000 of this cppropmation shall be geen for serv- 
ices as authorized by section 15 of the Act of August 2, 1946 (5 U.S. C. 55a), but 
at rates for individuals not in excess of $100 per diem.” 


Division oF EXPENSES 


“The sum appropriated in this Act for the District of Columbia shall, unless 
otherwise specifically provided for, be paid out of the general fund of the District 
of Columbia, as defined in the District of Columbia Appropriation Act for the 
fiscal year 1956.” 

This proposed supplemental appropriation is required to provide for the first 
vear of a 3-vear program of reassessment of real property in the District of 
Columbia, and is requested as a result of suggestions made in the reports of the 
Committees on Appropriations of the House and Senate on the Distriet of Colum- 
via appropriation bill for the fiscal year 1956. It is contemplated that as a part 
of that program the Commissioners will require the service of expert consultants, 
and for that purpose there is included a proposed provision fixing the rates for 
individual consultans at not to exceed $100 per day. 

The Commissioners of the District of Columbia have submitted the above 
proposed supplemental appropriation with the statement that such amount is 
required to meet contingencies which have arisen since the transmission of the 
budget of the fiseal year 1956. 

i recommend that the foregoing proposed supplemental appropriation be 
transmitted to the Congress. 

Respectfully yours, 
RowLanp HvcGHes, 
Director of the Bureau of the Budget. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Rasaut. We shall also insert in the record at this point the 
justifications accompanying the House Document No. 206. 
(The information is as follows:) 
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District or CoLUMBIA 


For an additional amount for “Department of General Administration,” 195% 
$200,000 
The assessment of real property in the District of Columbia has been the subject 
of discussion by congressional committees many times. As far back as 1912 the 
subcommittee of the District of Columbia Committee of the House submitted , 
special report (Report on Assessment and Taxation of Real Estate in the Distric; 
of Columbia, Rept. No. 1215, 62d Cong., 2d sess., August 19, 1912), and one of the 
recommendations was that the number of assistant assessors be increased from 3 
to 12. However, there was no increase until 1929 when 2 additional positions 
were authorized, and the 5 positions were continued to and including the fisca| 
year 1953. In estimates for the fiscal years 1954, 1955, and 1956, an increased 
assessing staff was requested, designed to provide a permanent staff of 13 assistant 
assessors and 13 assessment technicians for the principal purpose of equalizing 
assessments within a certain number of years. In considering estimates for the 
fiscal year 1956, the Appropriation Committees of the House and Senate expresseq 
the opinion that the period of equalization should be shortened. The Hous 
committee, in its report on the appropriation bill for fiscal year 1956, stated, iy 
art: 

‘“* * * the committee expects the Commissioners to submit to either the 
legislative committee or this committee a forward-looking program in the im- 
mediate future which will present a positive solution to this pressing tax problem” 
(equalization of assessments). 

The Senate committee, in its report on the appropriation bill, stated: 

“The committee agrees with the need for an accelerated reassessment program 
in the District of Columbia in order to equalize real-estate tax assessments, and 
to the allowance by the House of the full budget estimate for the Assessor's Office. 
If additional funds are required for this activity, the committee will look with 
favor on the submission of a supplemental estimate for that purpose.” 

Attached hereto is a copy of a report submitted to and made the subject of a 
conference with the subcommittee of the House Committee on Appropriations 
on June 21, 1955. The following briefly outlines the program: 

(a) Completion of the program by December 31, 1958. The question of the 
effective date or dates of the equalized assessments, that is, whether they should 
become effective in part on July 1, 1956, July 1, 1957, July 1, 1958, and July |, 
1959, or whether they should all become effective on July 1, 1959, after the 
completion of the program was discussed at the conference with the subcommittee, 
but no definite conclusion was reached because of legal and other problems 
involved. 

(b) Estimated cost in excess of appropriations for personal services of the 
permanent staff and other regular expenses of the Assessor’s Office, on the basis 
of salaries in effect prior to the increases recently approved, $730,000, apportioned 
as accurately as can be foreseen at this time as follows: $200,000 for the fiscal 
year 1956, $215,000 for each of the fiscal years 1957 and 1958, and $100,000 for 
the fiscal year 1959. The total program cost of $730,000 would be used as fol- 
lows: $25,000 for the preparation of an assessment manual under contract, 
$90,000 for consulting services, $590,000 for personal services, $5,000 for equip- 
ment, and $20,000 for miscellaneous expenses. The estimate for the fiscal year 
1956 is based upon cost of manual $25,000, consulting services $30,000, personal 
services $135,000, postage $500, printing and binding $3,000, materials and sup- 
plies $1,500, and equipment $5,000. The cost of the program cannot be accurately 
determined at this time, and it is planned to include in estimates for the fiscal 
year 1957 the sum of $215,000—consulting services $30,000, personal services 
$179,000, and miscellaneous expenses $6,000. Estimates for subsequent years 
will, of course, be determined with more accuracy. 

Permanent personnel of Assessor’s Office.—It is planned that one assistant assessor 
position, GS-12, will not be filled and that a new position which may be referred 
to at this time as executive assistant, GS-15, be substituted. The purpose of 
this change will be the employment of a person who has had broad experience I 
real property assessments and who will be responsible for supervising the equaliz- 
tion of assessments as well as the required assessment of new buildings and ma)}0T 
improvements to buildings during the equalization program, and to supervise 
assessments after the completion of the equalization program. He will also se 
that the assessment manual is kept up-to-date and that equalization of asses* 
ments is maintained. 





are 
996, 


yject 
» the 
ed a 
trict 
f the 
ym 3 
tions 
fiscal 
ased 
stant 
izing 
r the 
assed 
[ouse 
d, in 


* the 
» im- 
lem” 


hould 
uly 1, 
r the 
ittee, 
blems 


of the 
basis 
ioned 
fiscal 
0 for 
is fol- 
tract, 
quip- 
| year 
rsonal 
1 sup- 
rately 
fiscal 
TV ices 
years 


ssessor 
ferred 
ose of 
nee in 
yaliza- 
major 
yeTVIse 
Iso see 
assess 


819 


Scope of program.—The equalization program will cover all land and all build- 
ings, both taxable and exempt, At present there are approximately 160,000 lots 
or parcels of land, and approximately 174,000 buildings. 

The following is a list of the various types of property involved: 

Land 
Residences 
Apartments 
Small commercial buildings 
Large commercial buildings 
Department stores 
Office buildings 
Warehouses 
Hotels 
Theaters and other places of amusement 
Garages 
Railroad property 
Industrial properties 
Exempt properties of a one-purpose nature—churches, synagogues, hospitals, 
ete. 
Federal and District properties in the category of monumental structures 

The actual scheduling of the equalization program is a difficult problem. 

In planning @ program, current activities which will have a vital effect upon 
final assessments must be taken into consideration. The District of Columbia 
is being rezoned, and many changes of zoning to be made will affect property 
values. Likewise, areas like southwest are being redeveloped or will be re- 
developed by the Redevelopment Land Agency. Also, the urban renewal 
program which is in progress. Similarly, new building regulations are soon to 
be adopted, the National Capital Housing Authority has plans for new projects, 
and major changes in the highway layout are under consideration. Social de- 
velopments also must be taken into consideration. All of these factors and others 
must be evaluated, and any equalization plan must be coordinated with other 
activities over which the Assessor has no control. 

The equalization of land values will be a continuing process throughout the 
entire program, and will be developed in the light of changing economic conditions. 

The equalization of values of improvements will be handled by types of struc- 
tures, with studies of various types being made simultaneously. No particular 
type.will be equalized fully during the fiscal year 1956. 

Consideration of areas such as the southwest redevelopment area B will be 
postponed until such time as firm and final plans are adopted. 

Since the zoning and other changes are in the formative stage, no definite 
scheduling of the complete equalization assessment plan will be possible until 


fj many decisions are made by the Commissioners, the Zoning Commission, the 


Redevelopment Land Agency, and others. 

rhe prompt preparation and adoption of an assessment manual is positive. 
lt is also definite that data to establish uniform land values will be obtained and 
analyzed. It is equally positive that the preparation of field data to develop 
and record building descriptions, classifications, and condition will begin promptly. 
It is impracticable to say, at this time, that any section of the District of 
Columbia will be completely covered by the equalization program, as to land and 
buildings, by a certain date or to predict the possible total assessed value that 
will result. It can be said with certainty, however, that the overall program 
will be completed by December 31, 1958, that any appeals will have been acted 
upon by the first Monday in May 1959 and that all equalized assessments will 
become effective not later than July 1, 1959. 

Estimate, 1956.—The increase of $200,000 for the fiscal year 1956 would cover, 
a8 already stated, $25,000 for the preparation of an assessment manual, $30,000 
for consulting services, $135,000 for personal services (three-fourths of the re- 
(Wrement for a full year), $500 for postage, $3,000 for printing and binding, 
‘1,500 for materials and supplies, and $5,000 for equipment. 

The personnel would permit 10 field teams, each in charge of an assessment 
technician on the permanent staff of the Assessor’s Office, with 1 recorder and 2 
‘apemen. The size of the teams would vary according to the nature of the prop- 
‘rly being surveyed. The additional personnel planned would consist of 10 
recorders, GS-5; 20 tapemen, GS-5; 10 computer-draftsmen, GS-7; 5 clerks, 
“S-4; 1 stenographer, GS-5; 2 typists, GS-4; and 3 machine operators, GS~—4, a 
total of 51 positions. 
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The equipment would consist of office furniture, adding and caleulating ma- 
chines, and miscellaneous other items. 

The assessment manual would cost approximately $25,000 according to best 
estimates based upon conversations with representatives of several consulting 
firms. 

It is estimated that during the fiscal year 1956 there would be approximately 
300 man-days of consulting services at a cost of $100 per day, to assist in the 
formulation of an equalization program, training of personnel and otherwise 
assisting in carrying out the program. 

Attached hereto is a chart showing the tentative organization of the assessment 
staff in line with the general plans described in this justification. 

It must be understood that there may be variations from the details herein 
given according to the necessities of the program, and that the Commissioners 
and their staff should have authority to use discretion in that regard. The 
Commissioners also should be given the authority to contract for an assessment 
manual and for the employment of consultants without competitive bidding. 
(Language to give the Commissioners such authority is included in the estimate, 


TENTATIVE 
ORGANIZATION CHART 
Real Property Equalization Program 
For The 
District of Columbia 


dministrative Officer Executive Assistant, GS-15 
Real Estate Tex Division, GS-11 


5 Clerks, GS-4 
3 Machine Operators, GS-4 
Board of Assistant Assessors® 


1 G-13 
11 G-12 


Assessment Technicians® 
1 &-8 
S.7° 
G-5 


10 Recorders, 
20 Tape Men, GS-5 


‘Permanent staff; others temporery. 


TAX EQUALIZATION PROGRAM 


Mr. Lows. We have two items, Mr. Chairman. We have the 
standard justification plus a copy of material that we discussed with 
you and Mr. Natcher informally last week, in the form of a memo- 
randum, which we think might also help clarify the matter in the 
record for those who may not be present today. 

Mr. Rasaut. We will insert that in the record as well. 

(The information is as follows: ) 
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GOVERNMENT OF THE DISTRICT OF COLUMBIA 
EXECUTIVE OFFICES 


Washington 4, D. C. 
JUNE 29, 1955. 


EQUALIZATION OF REAL PROPERTY ASSESSMENTS IN THE DISTRICT OF COLUMBIA 


The following is a proposed program for the equalization of real property assess- 
ments in the District of Columbia, pursuant to the report of the Appropriations 
Committee of the House of Representatives on the District of Columbia appro- 
priation bill for the fiscal vear 1956 and the statement in the report that ‘‘* * * 
the committee expects the Commissioners to submit to either the legislative 
committee or this committee a forward-looking program in the immediate future 
which will present a positive solution to this pressing tax problem. * * *” 

If the program meets with the general approval of members of the House 
Appropriations Committee, the Commissioners will submit an estimate in a 
supplemental appropriation bill during the present session of Congress in order 
that the program may be started promptly. 

The appropriation bill for the fiscal year 1956 as passed by the House of Repre- 
sentatives included provision for 3 additional assistant assessors and 4 additional 
assessment technicians. It is presumed that the Senate will take similar action. 
With the additional positions, the assessing staff would consist of 13 assistant 
assessors and 13 assessment technicians. This staff, modified as indicated later 
in this report, would form the nucleus of the proposed reassessing staff. 

In an effort to determine the most practicable program for equalizing assess- 
ments, the Commissioners employed Mr. Cuthbert E. Reeves, a well-known au- 
thority on real property assessments, to examine the records and procedures of the 
\ssessor’s Office and to submit a report covering the following: 

1. Evaluate real property assessments as to extent of uniformity under present 
principles. 

2. Most effective method to accomplish equalization— 

(a) by increased staff in Assessor’s Office; 

(b) by contract; 

(c) by combination of (a) and (6). 

As to each, estimated cost and time required, and as to (6) and (c) necessary 
preparatory work, including time, personnel, and cost of preparation. 

(d) Suggestions for improved procedures, records and policies—for both 
immediate and subsequent use, to accomplish complete equalization and sub- 
sequent review periodically—5 years, 7 vears, or other periods. 

(e) Evaluate recommendations from the standpoints of benefits and cost. 

3. Recommendation, if any, as to additional consultation service and more 
thorough analysis. 

Copies of Mr. Reeves’ report are in the hands of members of appropriation and 
legislative committees of the House and Senate. Discussions were also had by the 
Director of General Administration and the Assessor with representatives of three 
nationally known appraisal firms. 

The Commissioners considered three alternative plans for a program that would 
encompass the entire District of Columbia, as follows: 

(a) A complete reassessment program under contract with an appraisal firm, 
a( an estimated cost of at least $1 million. This estimated cost was determined 
from conversations with representatives of two appraisal firms and their experience 
in performing reassessment projects under contract. The representative of 1 
appraisal firm cited recent bids ranging from $700,000 to $1 million for reassessing 
within a period of 2 years real property in a community having a population of 
290,000. Under any contract job, the appraisal firm would, for a specified sum, 
have complete responsibility for preparing a manual and doing the assessment 
work with its own staff entirely or in combination with the personnel of the 
jurisdiction involved, according to specifications covering in detail the work to be 
done. The contractor would recruit its own personnel, and would also be available 
(0 assist On appeals from assessments. 

(6) Creation of a special task force by an increase in the staff of the Assessor’s 
Uffice to complete the equalization program in 3 years, together with the employ- 
tent of a qualified consultant to prepare an assessment manual and to assist in 
the planning and execution of the program. Such a program would follow gen- 
erally the recommendations of Mr. Reeves, but would be designed to reassess all 
160,000 parcels of property in 3 years. It would cost approximately $730,000, 
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based on current salaries, apportioned to fiscal years roughly as follows: $200,009 
for the fiscal year 1956, $215,000 for each of the fiscal years 1957 and 1958, anq 
$100,000 for the fiscal year 1959. 

(c) A combination of the two preceding concepts. Such a program has been 
used in cities having a wide variety of types of property, and particularly extensive 
industrial areas. There are no assessment problems in the District of Columbig 
which are so difficult or unusual that they could be handled only by specialists 
on & contract basis. 

The Commissioners have concluded that a plan as outlined in paragraph (}) 
should be adopted. They are firmly supported in this view by Mr. Reeves, and 
in large part the consulting firms referred to also concur. Naturally, the con- 
sulting firms which do contract work would prefer a contract program, but they 
understand the characteristics of the District of Columbia and frankly state that 
with the quality and quantity of personnel in the Assessor’s Office and the records 
already available a program in line with paragraph (b) would be adequate. A 
program as outlined in paragraph (b) is preferable from the standpoint of cost, 
continuity of control, and the ability of the District staff as a continuing matter 
to maintain equalization under the procedures and principles developed and 
applied during the equalization program. 


Appropriation 


As stated, the estimated cost of the proposed program would approximate 

$730,000, and of this amount $200,000 should be appropriated for the fiscal year 
1956 and $215,000 should be included in estimates for the fiscal year 1957. The 
appropriation of $200,000 for the fiscal year 1956 would be used for the employ- 
ment of a consultant, personnel to augment the staff of the Assessor’s Office, office 
equipment, and miscellaneous expenses. The consultant who would be employed 
would prepare the manual and would give technical assistance during the program. 
The manual would be contracted for on a lump-sum basis. Other services per- 
formed by the consultant would be paid for on a per diem basis. At times persons 
associated with the consultant would be employed and paid per diem rates. In 
view of the specialized nature of the reassessment program and the impossibility 
of determining in advance the quantity of consulting services that would be 
required. the Commissioners should, within certain expenditure limitations, be 
authorized to contract for a manual and for consulting services without com- 
petitive bidding, and to approve the per diem rates to be paid. The Commis- 
sioners would, of course, give apportunity to any interested consultant to submit 
proposals and would solicit proposals from a number of consultants. The follow- 
ing language would qualify the supplemental appropriation of $200,000 for the 
fiscal year 1956, and similar language with different money amounts would be 
included in appropriation estimates for subsequent fiscal years: 
‘Provided, That for the purpose of assessing and reassessing real property in the 
District of Columbia, of this appropriation shall be available for 
services as authorized by section 15 of the Act of August 2, 1946 (5 U. 8S. C. 55a), 
but at rates for individual consultants not in excess of $100 per diem.” 


Permanent staff of the Assessor’s Office 


As stated before, with the additional positions contemplated for the fiscal yeat 
1956, the Board of Assistant Assessors (Real Estate) would consist of 13 assistant 
assessors, and there would be 13 assessment technicians. The Board of Assistant 
Assessors (13 members) and the Board of Equalization and Review (16 member) 
would not be changed except possibly as to the number of members. The Board 
of Equalization and Review is composed of the Board of Assistant Assessors 
(Real Estate) and the 3 members of the Board of Personal Tax Appraisers. 

The Commissioners propose to carry out this accelerated program under the 
direction of the District Assessor. Because of the magnitude of the program, 
the Assessor will require an executive assistant fully qualified to direct the 
program. It is intended that such a supervisory position, GS-15, be created, 
but that the position be substituted for one of the assistant assessor positions, 
Additional appropriation because of the difference in salaries between a GS-12 
position and the new position would not be necessary. With the change proposed, 
the permanent real property assessing staff would include the proposed nev 
position, 12 assistant assessors, and 13 assessment technicians, subject to changes 
that might be found to be advisable and which would be explained in estimates 
for years subsequent to the fiscal year 1956. Mr. Reeves doubts the necessity, 
after the completion of the reassessment program, of a staff of 13 assistant assessor 
(12 under the proposed plan), and this will be considered when the permanett 
staff is to be determined. 
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Part of the permanent staff of the Assessor’s Office would continue to assess 
new buildings and major improvements to buildings, together with a review of 
assessments of land under such buildings. A major portion of the permanent 
staff would, of course, serve as a nucleus of the fairly large staff that would be 
engaged on the equalization program. 

Temporary additional staff 

In addition to consulting services, the employment of 30 field men, 10 draftsmen- 
computers, 5 clerks, 1 stenographer, 2 typists and 3 bookkeeping machine opera- 
tors, a total of 51, is contemplated. With that personnel, there would be at 
least 10 field teams. Each team would be under the supervision of an assess- 
ment technician and normally would include a recorder and two tape men. The 
size of the teams would vary according to the types of buildings being surveyed. 
There would also be draftsmen-computers in the office to record the field data and 
otherwise to prepare building record cards for the use of the assistant assessors. 
The personnel setup and organization would be subject to modification, depending 
upon the views of the consultant. 


Period of program 

The program could not, under the best of circumstances, be in full operation 
before January 1, 1956. The preparation of the manual and the working out 
of the details of the program would be the first steps. The recruiting and train- 
ing of personnel would take considerable time. The reassessment program 
should be completed by December 31, 1958. Any appeals from the reassessments 
would be considered by the Board of Equalization and Review, with such assist- 
ance as might be required from the consultant. 

As previously stated, a sufficient part of the permanent staff of the Assessor’s 
Office would continue to make such assessments as may be necessary all during 
the equalization period. Such assessments would be reviewed and modified at 
appropriate times to conform to the program. 

The question may well arise as to when the assessments under the equalization 
program will become effective, that is, progressively as the reassessments are 
completed, or else do what is customary and apply the new assessments at the 
end of the equalization period. Although the Commissioners would prefer that 
the new assessments be placed on the tax rolls progressively during the course of 
the program, instead of all of them being effective on July 1, 1959, the earliest 
date possible after the program completion date of December 31, 1958, there 
are many difficult legal and equitable problems involved that cannot be resolved 
conclusively at this time. 

Mr. Rasaurt. Off the record. 

(Discussion off the record.) 

Mr. Rasaut. This is the second time we have had a meeting which 
has gone into very deep and detailed discussion concerning plans of 
the Distriet government for reassessing the District. 

Because of the general nature of the discussion, and the large number 
of things involved, on both occasions much of it was off the record. 

Mr. Lown. Mr. Chairman, may I thank you in behalf of the Com- 
missioners for having this hearing and for the very wonderful atten- 
on you are giving this problem? 

Again I would like to say that the Commissioners had hoped they 
would get here before this hearing closed but they apparently are still 
delayed by these transit problems, and they do indeed appreciate 
what you have done. 

Mr. Rasaut. The committee, as you all know, is most anxious, 
and we realize that you, the representatives of the District govern- 
Ment, are equally as anxious, that in this survey of the District relative 
Wo assessment that the system be right, fair, and equitable. 

I know that that is the general intention of everybody concerned, 
from the Commissioners on down, including the office of Mr. Martin. 

In that ambition the committee is equally as zealous. 

With those few words we will close. We thank you for your appear- 
ance here this morning. 
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SUBCOMMITTEE ON GENERAL GOVERNMENT MATTERS 
APPROPRIATIONS 


GEORGE W. ANDREWS, Chairman 


GEORGE H. MAHON, Texas IVOR D. FENTON, Pennsylvania 
“HARRY R. SHEPPARD, California FREDERIC R. COUDERT,-Jr., New 
J. VAUGHAN GARY, Virginia York 

LOUIS C. RABAUT, Michigan EARL WILSON, Indiana 


JOHN F. SHELLEY, California BENJAMIN F. JAMES, Pennsyl. 
vanla 


THURSDAY, JUNE 30, 1955. 
FOREIGN CLAIMS SETTLEMENT COMMISSION 


WITNESS 
WHITNEY GILLILLAND, CHAIRMAN 


Mr. ANprEws. The committee will come to order. 

We have before us two supplemental estimates, contained in House 
Document No. 202, the first of which pertains to the Foreign Claims 
Settlement Commission. We will insert in the record at» this. point 
that portion of House Document No. 202 relating to the Foreign 
Claims Settlement Commission. 

(The document referred to is as follows:) 


“INDEPENDENT OFFICES 
“FoREIGN CLAIMS SETTLEMENT COMMISSION 
“INTERNATIONAL CLAIMS 


“For expenses necessary to enable the Commission to settle certain claims [of 
the Government of the United States on its own behalf and on behalf of American 
nationals against foreign governments] as authorized by the Act of March 10, 
1950, as amended (22 U.S. C. 1621-1627), including expenses of attendance at 
meetings of organizations concerned with the purpose of this appropriation; 
[hire of passenger motor vehicles for field use only;] services as authorized by 
section 15 of the Act of August 2, 1946 (5 U.S. C. 55a) at rates not to exceed $5) 
per diem for individuals; and employment of aliens; [$130,000] $400,000: Pro- 
vided, That this paragraph shall be effective only upon enactment into law of H. Rf. 
6382, Eighty-fourth Congress, first session.” 

This proposed supplemental appropriation is required to provide for adminis- 
trative expenses in connection with H. R. 6382, which passed the House on June 
22, 1955, and is now pending before the Senate. This bill would authorize the 
settlement of claims of United States nationals against the Soviet Union, Italy, 
Bulgaria, Hungary, and Rumania for property and other losses suffered as 4 
result of war damages in and nationalization and defaults on governmental debts 
by these countries. Lump-sum settlement funds from these countries totaling 
about $41 million are available from which to pay such claims. A _ 5-percett 
deduction will be made from each fund available and deposited in the Treasury 
to cover the administrative expenses under this program. 


_ Mr. Anprews. The estimate for the Foreign Claims Settlement 
Commission involves an appropriation of $400,000 for administrative 
expenses under the heading “International Claims.”’ 


JUSTIFICATION MATERIAL 


This request is based on legislation now pending before the Senate, 
and I would like to insert in the record at this point pages 1 and 20 
the justification, also page 3. 

(The pages referred to are as follows:) 
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“INDEPENDENT OFFICES 
“FOREIGN CLAIMS SETTLEMENT COMMISSION 
“INTERNATIONAL CLAIMS 


“Bor expenses-necessary. to enable the Commission to settle certain claims [of 
the Government of the United States on its own behalf and on behalf of American 
nationals against foreign governments] as authorized by the Act of March 10, 
1950, as amended (22 U. 8. C. 1621-1627), including expenses of attendance at 
meetings of organizations concerned with the purpose of this appropriation; 
[hire of passenger motor vehicles for field use only;] services as authorized by 
section 15 of the Act of August 2, 1946 (5 U. S. C. 55a) at rates not to exceed $50 
per diem for individuals; and employment of aliens; [$130,000] $400,000: Provided, 
That this paragraph shall be effective only upon enac'ment into law of H. R. 6382, 
Eighty-fourth Congress, first session. 

This proposed ‘supplemental appropriation is required to provide for adminis- 
trative expenses in connection with R. 6382, which passed the House on June 
22,1955, and is pending before the Senate. This bill would authorize the settle- 
ment of claims of United States nationals against the Soviet Union, Italy, Bul- 
garia, Hungary, and Rumania for property and other losses suffered as a result of 
war damages in and nationalization and defaults on governmental debts by these 
countries. Lump-sum settlement funds from these countries totaling about 
$41 million will become available from which to pay such claims. A 5-percent 
deduction.will be made from each fund available and deposited in the Treasury 
to cover the administrative expenses under this program. 


EXPLANATION OF PROPOSED LANGUAGE CHANGES 


There is omitted from the proposed language making appropriations for admin- 
istrative expenses for the Commission under H. R. 6382, reference to the settle- 
ment of claims “of the Government of the United States on its own behalf and 
on behalf of American nationals against foreign governments.’’ This reference 
is proposed to be stricken in the interests of accuracy, simplification, and clarity 

There has also been excluded provision for the “hire of passenger motor vehicles 
for field use only’’; for the reason that no field operations requiring the use of such 
vehicles is contemplated in fiscal year 1956. Provision is made for employment 
of per diem personnel because of the nature of the claims which would be author- 
ized upon enactment of H. R. 6382. These claims involving difficult matters of 
proof, investigations, property evaluations, the application of foreign laws and 
similar consideration will necessitate special advisory, consultative, or other tech- 
nical and professional services from time to time. Such services will be especially 
necessary in the early years of the program pending the complete orientation of 
existing personnel to the problems that will arise under such claims. 


INTERNATIONAL CLAIMS, FOREIGN CLAIMS SETTLEMENT COMMISSION 


Amounts available for obligation 


In budget, | Revised esti- | : 
fiscal year | mate, fiscal | eet 
1956 year 1956 | ‘Merease ( 





/Propriation or estimate (obligations incurred) Mais ; $400, 000 | +$400, 000 
OBLIGATION BY ACTIVITIES 
unistration and settlement of international claims ; | 400, 000 | +400, 000 
OBLIGATION BY OBJECT 


ther contractual services: Services performed by other 
agencies, obligations incurred bsucite ¥ swae 400, 000 | | +400, 000 


Mr. ANprEws. We have before us Mr. W hitney Gilliland, the 
Chairman, Mr. Andrew T. McGuire, General Counsel, Mr. Robert A. 
Kennedy, ee ‘utive Director, Mr. Julius M. Kleizo, Administrative 
f Officer, ‘and Mr. James A. Tawney , Legislative Officer. Mr. Gillil- 
and, will you proceed, please. 
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GENERAL STATEMENT 


Mr. GILLILLAND. Mr. Chairman and members of the subcommitte: 
the Foreign Claims Settlement Commission has requested a supple- 
mental appropriation of $400,000 for operating expenses in the next 
fiscal year. Such funds will become necessary upon the enactment 
into law of the bill H. R. 6382. This bill was passed in the House 
and sent to the Senate on June 23, 1955. It is a bill to authorize 
the Commission to receive and determine the validity and amounts 
of certain war damage, nationalization, and debt claims against the 
Governments of Bulgaria, Hungary, Rumania, Italy, and Russia, 
The Commission is informed that hearings will be held on the bill by 
the Senate Committee on Foreign Relations in the very near future. 

Payment of these claims will not be made from general appropria- 
tions out of the Treasury and the United States will receive back 
from the funds now available for their payment every cent appropri- 
ated for necessary operating expenses. The program will not cost 
the American taxpayer any money. This claims program is to be 
financed from the proceeds of Bulgarian, Hungarian, and Rumanian 
assets presently blocked in the aggregate amount of approximately 
$27 million, and from Italian cash balances presently in hand in the 
amount of $5 million, and of the Soviet Union in the amount of 
approximately $9,100,000. 

The bill provides for the vesting and liquidation of the blocked 
assets of Bulgaria, Hungary, and Rumania, not by the Foreign 
Claims Settlement Commission, but by a designee of the President 
which, in all probability, will be the Office of Alien Property in the 
Department of Justice, since it was through that office that these 
assets were initially blocked pursuant to Executive Order 8389 dated 
April 10, 1940. The treaties of peace with these countries authorized 
the United States to seize and liquidate the assets of Bulgaria, Hun- 
gary, and Rumania and the assets of their nationals, and to apply the 
proceeds thereof to such purposes as the United States may desire, 
within the limits of its claims and those of its nationals against these 
three countries respectively. These treaties became effective Sep- 
tember 15, 1947, but nothing has been done concerning the legislative 
authority for the recognition of claims by American nationals agains| 
these three countries until the present time. 

With respect to Italian claims there was transferred to the United 
States by the Government of Italy the sum of $5 million pursuant to 
what is called the Lombardo agreement of August 14, 1947. Under 
the terms of that agreement the United States was authorized to 
utilize this sum ‘‘in such manner as the Government of the United 
States of America may deem appropriate, in application to the claims 
of the United States nationals arising out of the war with Italy and 
not otherwise provided for.” 

On November 16, 1933, the Soviet Union agreed to the assignment 
to the United States of certain assets owned by Russia or its nationals 
under what has become known as the Maxim Litvinov Assignment. 
It was agreed that these assets or their proceeds could be applied by 
the United States in the settlement of claims of American nationals 
against the Soviet Union. Certain American nationals reduced thet! 
claims against Russian nationals to judgments in the Federal and 
State courts and obtained liens against certain of the assets whic! 
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were transferred. Others held certain Imperial Russian bonds which 
had been repudiated by the Soviet Government while others had 
claims based upon the nationalization or other taking of property 
located in Russia. 

In the years following this assignment the assets were liquidated 
and their proceeds, in the amount of $9,100,000 in round figures, is, 
like the amount received from Italy, resting in the Treasury of the 
United States. ‘These sums were not covered into the Treasury as 
miscellaneous receipts and were not available for general government 
purposes. They have been held more or less in the nature of trust 
funds pending the enactment of legislation authorizing the payment 
of claims. 

Provision is made in H. R. 6382 for the establishment of 5 separate 
and distinct funds in the Treasury Department for each of the 5 
countries against which American nationals will file their claims in 
accordance with the bill upon its enactment. The assets will not 
be pooled. Provision is also made that upon enactment of the bill 
the Secretary of the Treasury will deduct from each fund an amount 
equal to 5 percent of the total in each fund as reimbursement to the 
Government of the United States for the expenses incurred by the 
Commission ‘and by the Treasury Department in administration. 
It is required that such deduction shall be made before payment of 
any awards certified to the Treasury by the Commission. 

These deductions will be covered into the Treasury under miscel- 
laneous receipts, and will cover the expenses for the entire 4-year 
program subject to annual appropriations of an aggregate amount 
for the administration of all categories of claims. Since the appro- 
priations are offset by the deductions from funds the net balances of 
the Treasury will not be affected and the appropriation will have no 
effect upon the debt limit of the United States. 

In January of this year, upon the submission of the President’s 

budget requests for fiscal 1956, a request was made for $500,000 for 
administrative expenses in connection with the claims programs au- 
thorized under H. R. 6382. This was a preliminary estimate. I have 
gone over that estimate and am of the opinion that $400,000 is the 
minimum upon which we can operate these programs in the next 
fiscal year. 
_ The experience of the Commission has been that a claims program 
is somewhat more costly in the early days of administration than in 
the later stages. Although the Commission has a number of trained 
and experienced claims attorneys which it will employ in the planning 
of such programs and in the settlement of claims, there is bound to 
he a certain amount of time lost and expense incurred in the develop- 
ment and preparation of forms, rules, and regulations, the making of 
precedent determinations and in the gathering of factual data neces- 
sary to the subsequent expeditious processing of the actual claims. 
The amount of time spent by an attorney on a new claim is bound to 
be greater than the amount of time that same attorney will spend on 
a similar claim a year or two hence. Consequently, the cost per claim 
is higher in the beginning and as time goes on fewer attorneys can 
handle more claims. 

The same situation exists with respect to facilities and equipment 
hecessary for the operation of the program. I do not mean to imply 
that the Commission, if H. R. 6382 is enacted, is planning to increase 





its staff appreciably. We have an adequate staff at the present tin, 
which will need to be augmented only slightly. However, the types 
of claims involved will require the occasional services of consultants 
who are experts in certain phases of international law, in property 
appraisals, evaluations, and investigations which are always necessary 
in claims of this kind. I might just briefly describe for you the 
nature of the claims which would be authorized upon enactment of 
this bill. 

Provision is made for the payment of war damage claims arising 
out of World War II in Bulgaria, Hungary, Rumania, and Italy 
Both real and personal property of an identifiable character will he 
involved. A national of the United States, for example, who had ap 
apartment building or a business enterprise or factory bombed out 
would be eligible to apply to the Commission for relief. Also banks 
who carried accounts and credits with other banks in these countries, 
except in the case of Italy, can be expected to come in and claim 
compensation for the loss of such balances. In fact, there will be 
multiplicity of claims involving all types of losses resulting from the 
war in those countries. 

There will be, of course, staggering problems of establishing the 
entitlement of the claimants to be compensated for alleged losses 
There will be problems of proving, for example, the ownership of the 
property lost in the face of the fact that practically all records may 
have been destroyed. There will be difficult questions of law and 
establishment of entitlement where the original owner has died. 
These are not problems that can be solved easily and certainly not by 


inexperienced personnel or without appreciable administrative cost. 
They will require time and physical effort in investigation and in the 
assembling, filing and recording of data. They will involve hearings 
and conferences in many cases, no doubt, outside of Washington. 


NUMBER AND AMOUNTS OF CLAIMS 


The number of claims which the Commission expects to be filed 
has been estimated in the aggregate at 9,020. Of this number we 
expect somewhat over 3,000 duplicate and invalid claims, Our 
estimates of the claimed amounts came to $579,500,000. It is, how- 
ever, the opinion of the Commission, based on a hand survey of 
thousand-odd claims previously asserted with the Department of 
State, that the amounts claimed are exaggerated. I would like to 
offer a table in which these estimates are broken down as best the) 
can be, by the types of claims and the countries involved. 

Mr. AnprEws. The table may be inserted in the record at this 
point. 

(The table referred to is as follows: ) 
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Number and amount of claims 


CLAIMS AGAINST HUNGARY 


Estimated Estimated 
number of claimed 
claims amounts 


War damage: (real and personal property) - 2, 268 $48, 300, 000 
N stionalization mS s a ca 432 ¥, 200, 000 


Total 2, 57, 500, 000 


CLAIMS AGAINST RUMANIA 


War damage: (real and personal property) . , y | $74, 340, 
Nationalization eam i. ” 160. 


Total . ; 88, 500, 


CLAIMS AGAINST BULGARIA 


War damage: (real and personal property) 
Natiomalisation® 2.05.4. 5 6+ sennsadons 


Total 


CLAIMS AGAINST THE SOVIET UNION 


Repudiated Government bonds. -- _-.-.-- ; se iia 500 $75, 000, 000 
Nationalization, ete er : 1 3, 000 350, 000, 000 


Total eae Se A ee ee Rh He al 3, 500 | 425, 000, 000 


CLAIMS AGAINST [ITALY 


Claims not within scope of peace treaty -_-- calimadpbcac KS | 1, 500 $5, 000, 000 


This item includes estimate of approximately 12 judgment lien claims at an asserted amount of from 
$3 million to $5 million. It has been suggested that very few of the 12 will constitute valid claims. 


Mr. GmnuiLLaNnp. In order for the subcommittee to get a concrete 
idea of the settlement difficulties we will face, I have brought with me 
several typical claims which have been asserted with the Department 
of State. Ido not believe it would be appropriate to divulge the names 
of the claimants at this time, but if the subcommittee so desires I 
would be glad to offer them for examination with the reservation that 
lam doing so solely to assist the subcommittee in an understanding of 
the nature and complexity of the claims, and that the identity of the 
claimants will remain confidential. 

_ I might add that this material does not represent the complete file 
i any one case since it would be impossible to bring it without the 
ud of a hand truck. For example, I have before me a listing of the 
claims of nine large banks in the amount of more than $6 million 
igainst certain Hungarian debtor banks representing losses for past 
(ue acceptances or cash advances or loans under what is called the 
Stand Still Agreement. These loans were short-term credit loans 
nade in 1930, for the most part, by United States banks to commercial 
and industrial concerns in Hungary in order to finance trade between 
the United States and that country. The agreement was filed at the 
request of the United States Government to the effect that these loans 
should not be called. The agreement was later extended to 1941. As 
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a result of the war there have never been any repayments on account 
of these advances or loans. Presumably these banks would haye 
accurate and detailed records to support any claim they may file with 
the Commission if H. R. 6382 is enacted. But the Commission yl] 
have a duty to examine that evidence with care. 

I also have before me a summary of a claim asserted by an American 
oil company representing losses as a result of physical damages to 
machinery, equipment, the expropriation of land, and other types 
of losses. , 

Here is another claim by an individual, presumably a national of 
the United States, representing losses arising as the result of either 
nationalization, confiscation, or other taking by Hungary of a large 
quantity of factory equipment and machinery including a small 
rolling mill, a powerplant, and similar capital equipment. 

The claims programs authorized under the bill are required to be 
completed within 4 years following the date of enactment of the bill, 
or following the date of enactment of legislation making appropriations 
to the Commission for the payment of administrative expenses in- 
curred in carrying out the Commission’s functions under H. R. 6382, 
except in connection with the so-called judgment-lien claims against 
the Soviet Union, which are required to be completed within 2 years 
from the later of those dates. This means, of course, the Commission 
must proceed rapidly in preparation for its work and in the settlement 
of these claims, particularly the judgment-lien claims against the 
Soviet Union. What we are undertaking to do is to ask for the 
minimum amount of funds which we believe to be necessary for 
the purpose. 

BACKGROUND OF PROGRESS 


Mr. AnpreEws. Tell us what the provisions of H. R. 6382 are. 

Mr. GILLILLAND. Well, in 1933, I believe that Maxim Litvinov 
made an assignment to the United States of Russian assets in the 
United States for the purpose of applying them on claims of Americans 
against the Soviet Union. The Department of Justice has been 
engaged in liquidating the fund for some time. I do not know how 
long it has been since it was completely liquidated, but there is some 
$9 million in the Treasury in that fund. It is proposed to pay claims 
of American nationals against Russia to the extent that fund wil 
reach. 

When the Italian treaty was made in 1947, the Government of Italy 
agreed to pay certain claims of Americans against it arising in Italy. 
Some claims were undefined and a lump-sum settlement was made of 
$5 million against which there are claims. That fund is in the Treas 
ury. 

In 1947 in the treaties with Bulgaria, Rumania, and Hungary, 
those nations agreed to pay American claims of certain categories and 
they have not fulfilled their obligations to do so. There is in the hands 
of the Office of Alien Property assets of those governments and assets 
of corporations of those countries totaling something in excess of 
probably $27 million and it is planned to utilize that money to Pay 
American claims to the extent it will reach. 

The bill passed by the House the other day provides that 5 percell! 
of those moneys shall be paid into the general funds of the Unite 
States to pay the cost of administration, or as an offset against the co 
of administration. 
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The programs, with the exception of the Maxim Litvinov program, 
ihe Russian program, are projected to cover a period of 4 years and 
these claims should be processed within a period of 4 years. Certain 
portions of the Litivnov claims are required to be completed within 2 
vears, and the Commission is required to give priority to them and 
proceed with them immediately in advance of the other claims. 

Our calculation has been in programing this that it would require 
about $400,000 in the first year for administrative expenses. 


NUMBER OF EMPLOYEES 


Mr. ANDREWs. Your agency now has how many employees? 

Mr. GILLILLAND. We have about 160 presently. 

Mr. ANpDrEws. How many do you intend adding to it? 

Mr. GruLILLAND. Presently none. It might be we will have to 
have perhaps a few experts on the laws of these countries, and trans- 
lators—people of that sort. Until we move into it, we cannot tell the 
exact number. I believe this budget would contemplate about 73 
people. 

Mr. AnprEews. Additional? 

Mr. Gittintanp. No. They would be among the staff we have 
now. 

TOTAL FUNDS FOR ADMINISTRATIVE EXPENSES 


Mr. Anprews. In the bill that passed a few days ago you had 
$500,000 for administrative expenses. 

Mr. GILLiLLANb. Yes, as finally passed it was $500,000. That 
together with this $400,000, would substantially maintain the present 
staff. 

Mr. ANprews. For the next fiscal year? 

Mr. GiLtuitLaANb. That is right. 

Mr. ANprEews. Without this additional $400,000 how long would 
you be able to operate with the $500,000 that was in the bill that 
passed last week? 

Mr. GruuiLLaANp. Well, of course, we would have to cut that staff 
down. We are really overdue on that. Because of the pendency of 
this lezislation, we have not thought it wise to reduce the staff until 
we knew what was going to happen because these are experienced 
people we have and we cannot substitute newcomers and provide the 
same eilicient service that people experienced in this type of claims 
can produce. 

Mr. ANprews. If Congress gives you $400,000, as requested in 
this hearing, you will have $900,000 for administrative expenses for 
your agency for the next fiscal year. 

. GILLILLAND. Yes. 
AnprEws. What is the status of H. R. 6382? It has been 
passed by the House. 

Mr. GILLILLANp. It passed the House. It is in the Senate Com- 
mittee on Foreign Relations. As we understand it, the hearings will 
be held next Tuesday. They were originally planned for this week, 
but : cause of Senator George’s illness or absence, they were post- 
poned. 


59—55——53 
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BREAKDOWN OF FUNDS REQUESTED BY ACTIVITIES 


Mr. AnpreEws. We will insert pages 8 and 9 of the justifications jp 
the record at this point. 














(The pages referred to are as follows:) p 
. - I 
07 Services performed by other agencies, $400,000 
The total amount of the estimate will be reimbursed to ‘‘Administratiy; 
expenses, Foreign Claims Settlement Commission” for services in connectio) = 
with the review and settlement of claims under H. R. 6382, 84th Congress. |; \ 
is anticipated that this reimbursement will be used for the following purposes: \ 
Personal services anes ieee se $362, 406 li 
Regular pay in excess of 52-week base_____- ay e ; 1, 394 th 
Other payments (consultants) __ ~~ --~---- a 
All personal services, departmental - - - - anaes sie t _ 368, 800 of 
Travel_ 
Transportation of things -_-_- 600 el 
Communication services_-_-_----------- SE ak : 3, 500 fo 
Printing and reproduction _ _ - 2 500 at 
Other contractual services 3, 000 ( 
Services performed by other agencies__ § J 
Supplies and materials * lic 
Equipment _- - - -- -- - Sere maaers, 
Taxes and assessments _ _ pies. Jak ; 2 th 
NE a a eee 
; i 
Personal services total, $368,800 ( 
, : : 
The following table compares the claims to be processed against total personnel 
re aveernnes nts for the international claims program: ‘ 
e. ace teens aa a a a NC a ee a a aa to 
Average | th 
| Number of | 7 ; Ratio claims 
claims | _, Bumber to employees cl 
| of employees | © ©™Pioyees 
| 
ss | | 
Fiscal year: 
1956__- : cael 1 00 | 73 
1957__- Re : ; 2, 890 114 | i 
1958__._- aa eee ae 2, 790 107 au 
WDA =. Secnsonacsns aseees 1, 830 | 58 | ex 
Total_- s ? J peas 4 9, 020 | 
1 ; i 
This fiscal year 1956 estimate is based on the usage of 73 man-years which will 
be devoted to the following activities: du 
‘ 1 penncsnasgetaadiad ho 
Average ds 
Activity number of 5 ad 
employees . 
Review and settlement of claims (legal) ur 
Research - 41,140 tio 
Legal superv isory and policy y determination... ___- , 39, 560 
Clerical and typing 74, 800 ab 
Docketing, claims control, correspondence, and filing -- . et ae 51,00 I 
Other administrative (fiscal, supervisory, and reports) : 18, 480 ay 
Total... 19 wate : a hl ‘ 363, 800 OX) 
Consultants - ----- 5, 000 Hi 
Total personal services 368, 800 kn 
oom sO] 
mi 
ha 
(ra 
Cal 


It 
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PREFERENTIAL CLAIMS 


Mr. SHeppaRD. What is the premise upon which claims are given 
preferential consideration, such as you referred to in your statement 
to the chairman? 

Mr. GILLILLAND. There were certain creditors or claimed creditors 
of Soviet Nationals who obtained liens, principally in the courts of 
New York, I think, against certain Russian assets in the 1930’s. 
Now, there was some litigation to determine whether or not those 

106 liens took priority over assignments that Maxim Litvinov made to 
344 the United States of those assets. In the case of United States 
000 against Pink, in the Supreme Court, the Court held that the interests 
— of the United States took priority. 
a Now, this bill would require us to examine the validity of those 
600 claims and immediately give them priority. In the event they are 
500 found to be valid they are to be paid immediately. However, not in 
500 any greater amount than the amount realized by the United States 
oe Government from the disposition of the particular assets to which the 
500 lien originally attached. 
600 Mr. SHepparpD. In other words, I interpret from your response that 
500 the claims exceed the amount of money that has been frozen? 
aa Mr. GintuiLLaNnp. The claims against the Russian assets are very 
heavy. We are inclined to think that there is quite a bit of water in 
those claims and that perhaps they are not all valid; nevertheless, 
[ assume that the awards will substantially exceed the money available 
topay them. That would require a proration. We simply determine 
the award and the Treasury would prorate it between the various 
claimants. 
SIZE OF STAFF 


Mr. SHepparp. With respect to the additional $400,000 that you 
we requesting, I presume that is for keeping the employees with 
experienced background? 

Mr. GILLILLAND. Yes. 

Mr. Suepparp. And then there are to be additional new employees? 

Mr. Ginurntanpb. The claims load processed by the Commission 
during 1955 is much higher than that contemplated under the law 
uow and in the fiseal year 1956. It would not require any such staff 
us we presently have under the law that we are presently required to 
administer. 

— Now, I take it the number required under the present law might be 
38,80 J xround 90 people. However, because of the pendency of this legisla- 
wo Me on, | have not reduced the former staff very much. We still have 
14% B® about 160 people and I would expect to keep those same people if this 
is) J law passes, keep those 70 people, and we might have to add a few 
330 Me XPerts who would have a particular knowledge of the laws of 
500 HB Hungary, Rumania, and Bulgaria, and perhaps Russia. I do not 
363,00 J know how many we will need for Russian.law, but we might need 
— me. The same thing would be true of Italy. 

We have some people now who have knowledge of that kind. We 
might have to supplement that group, and again we might have to 
have some translators. When we have a legal question involved, the 
(ranslation of documents has to be done pretty carefully. You just 
‘annot take someone who wants to express a literary thought to do it. 


It has to be very close work. 
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EMPLOYMENT OF SPECIALISTS 


Mr. Suepparp. In other words, if the legislation presently befor 
the Senate is enacted as it went over from the House, you would main. 
tain the employees at 160, with the exception of a few specialists? 

Mr. GrLuituanp. Yes; specialists that we might need to add. |; 
would run us up to perhaps 170. 

Mr. Suepparp. Where do you get the specialists and how do yoy 
obtain them? : 

Mr. GILuILLANpD. Well, we would be likely to utilize the information 
that would be possessed by persons who are most nearly svecialists in 
that field at the present time. We might consult with the Department 
of State about it. 

Mr. Suepparp. In other words, you will take your recommendations 
for that type of personnel from the State Department? 

Mr. GrLLiLLAND. We would no doubt consult with the Department 
of State about it; yes. We would not necessarily be governed in ou 
determinations by a recommendation from them. 

Mr. Suepparpb. Frankly, what I am trying to establish here js 
whether it would fall within the civil service category, or whether it 
would be a political anpointment.. What is the answer? 

Mr. GILuitLANp. When we have things of this delicacy we have to 
look for ability first... . ; 

Mr. Suepparp. I grant you that. Are the appointments made 
wholly and solely upon an ability basis? 

Mr. GILutLLaNnp. I would say that is true. 

Mr. SuepparD. And have been in the past as far as your office 
pertains? 

Mr. GruuiLuanp. I think we have had a pretty good record on that 

Mr. SHEepparD. I am not questioning that, I am just inquiring into 
it. 

Mr. GiLuiLuaNp. I would say that is true. 

Mr. Gary. Are your present employees civil service employees? 

Mr. GILLILLAND. Yes. 

Now, with regard to our lawyers—and I think this is true through- 
out Government—they are classified as excepted. They have a little 
different status than those in the career service, but they do have some 
civil service rating. 

Mr. Gary. As I understand it, it is not your proposal to employ 
any substantial number of new employees with this appropriatiol, 
but rather to retain the employees that you have who are now trained 
in the work that they are doing? 

Mr. GILLILLAND. That is what we would like to do. 

Mr. Gary. So that they can carry on added work that will be placed 
on the Commission if this law is passed? 

Mr. GILLILLAND. That is right. {| 

Now, we have a substantial number of people who worked on the 
Yugoslavian claims program which had elements of similarity 
some of these. As a matter of fact, we may encounter some of the 
same claims where it was determined before by the Commission thi! 
Yugoslavia was not responsible for the losses but it appeared thi! 
perhaps Italy was. Some of the same claimants may come bt! 
who were rejected at that time. Then we have some other peop! 
who worked on the rather difficult religious claims in the Philippi 
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Islands who are used to work of this kind. We think that we have 
a pretty competent staff. 

Mr. Fenton. If the law is not passed, how~many of these 73 do 
you expect to discharge, if any? 
' Mr. GILLILLAND. We will have to reduce about that many, and 
expect to. We would bring our staff down to around 85 or 90 people. 


PRIORITY IN PROCESSING CLAIMS 


Mr. Fenton. I notice 3,500 claims against the Soviet and you 
expect to process 1,400 in 1956 and 2,100 in 1957. How do you 
select these cases? 

Mr. GiLuiLLAND. That will require a rather detailed answer. 

When a new claims load is entered upon quite a period has to be 
given to the preparation of the regulations governing the program. 
There is the preparation of claims forms. Determinations as to 
whether or not they will hinder the .administration of the program, 
expedite it, or slow it down. Sometimes we use them; sometimes we 
donot. Then instruction sheets for use by the claimants have to be 
prepared, Then we have to make quite a number of primary deter- 
minations for guides to our staff attorneys in making decisions. They 
would take the place of precedent cases that might occur in a court. 
That would come about by a preliminary examination of a good 
many claims to determine the problems involved. Those things take 
a period of time and inevitably slow down the initial processing of 
aims, but they are most important because they in turn do make 
it possible to process claims much more rapidly at later stages. We 
cannot do so many in the first year, let us say, as we can in subsequent 
years. 

Mr. Fenron. The point that I was trying to establish was—is 
there any priority to any of those claims? 

Mr. GruLiLLaANp. Except as we move into the actual claims de- 
visions, the claims that do not involve complicated problems would 
just automatically come up for determination earlier than ones that 
require more development. 

Mr. Fenron. You have established here that claims are in the 
amount of $425 million. You have only $9 million to pay those. 

Mr. GILLILLAND. That is correct. 

Mr. Fenron. Is there any possibility of getting more equity for the 
claimants? 

Mr. GrLuiLLaND. I cannot answer that question. That would be 
i problem for the State Department to negotiate, I assume. I would 
bea little doubtful, to tell you the truth. 

Mr. Fenron. That is the reason that I asked the question. Is 
there any priority for those 3,500 claims that you have now? 

Mr. Gintmtuanp. The only priority would be that given to the 
ittachment and execution lien holders who were wiped out by United 
States against Pink. They would have priority to the extent their 
(laims are valid, and to the extent of the assets they had attached, 
or secured a lien upon. Of course, we think there is a lot of water 
in that $500 million involved—a great deal of it. 

What the claims will shake down to I do not know, but I think that 
it would be a sum much less than that. 
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Mr. Fenton. Nevertheless, you will have to review all the 3.509 
claims? 

Mr. GILLILLAND. Yes; that is true. 

Mr. Fenton. To determine which ones come first? 

Mr. GiutmiaNnp. That is right. 


NUMBER OF YEARS TO COMPLETE PROGRAM 


Mr. ANnprews. Mr. Gillilland, how many years do you think it wil 
take to process these claims under H. R. 6382? 

Mr. GILLILLAND. This contemplates the substantial completion of 
the work in 3 years’ time. The fourth year, as you will note on the 
schedule, has a reduced amount. It is probable of course there may 
be some involvements in investigation and development that might 
hold some claims back. They are allocated for the fourth year. 

Mr. Anprews. Are there any impounded funds sufficient to pay 
the expected claims? 

Mr. GruuituaANpb. No; there are not. 

Mr. Anprews. Anything over and above that would be paid by 
appropriated money? | 

Mr. GinuittaNnp. No. The program is of no cost to the taxpayers, 
either from an administrative standpoint or payment of claims. It 
is all from funds on hand. 


OBLIGATIONS 


Mr. Anprews. I wish that you would put into the record your 


obligations for the last 2 or 3 months. 
Mr. GInuiLLANbD. Expenditures? 
Mr. ANDREWs. Yes. 
Mr. GILLitLANb. We will insert them in the record. 
(The matter referred to follows: ) 


Report on obligations for administrative expenses for 4th quarter fiscal year 1955 


4th quart 


April May June total 


0101 Regular salaries .- $65, 415. 3 $63, 290. 55 |1$87, 019. $215, 725.77 
0104 Reimbursable detail 170. 17 
0105 Contract employees 91. 
0107 Overtime 52. 30 , O76. 688. 24 
0108 Terminal leave 308. 12 

02 Travel oe 2, 210. 00 185. 133. 96 

03 Transportation of things 

04 Communication services __. ; 00 , 150. ¢ O48. 3 

06 Printing and binding____. 742. § 000. 
0701 Other Government agencies , 522. 20 , 000. 3, 000. 
0702 General Services Administration 600. 00 , 900. 2, 000. 
0703 Rental and maintenance of vehicle 37. 50 37. { 37. 
0741 All other 5. 
0744 Federal insurance. 176. 09 195. 196. 
0806 Newspapers 
0830 Supplies J 8, 408. 6 611. 4 Ie 
0904 Books 266. 00 , 431. 1, 697. 5 
0921 Equipment 3, 259. 9: 3, 259. § 
1501 FICA . 506. 18 459. 98 . 1, 384. 


71, 785. 65 78, 542. 55 |3110, 323.07 | § 260, 651. 


1 $15, 000 retroactive salary increase and $3,000 retroactive salary payment. 
? Printing of report. 
3 Tentative as of this date; subject to later adjustment. 


Mr. Anprews. Thank you very much Mr. Gillilland and gentleme. 
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Tuurspay, JuNE 30, 1955. 
PRESIDENT’S COMMISSION ON VETERANS’ PENSIONS 
WITNESSES 


MAJ. GEN. ERNEST M. BRANNON, UNITED STATES ARMY, RETIRED, 
EXECUTIVE DIRECTOR OF THE PRESIDENT’S COMMISSION ON 
VETERANS’ PENSIONS 

MICHAEL MARCH, TECHNICAL ADVISER TO THE COMMISSION 


Mr. ANprews. The committee will come to order. 

This is a supplemental estimate involving the operating expenses 
of the President’s Commission on Veterans’ Pensions. 

We will insert at this point in the record that portion of House 
Document No. 202 that has to do with this item of $300,000. 

(The House document referred to is as follows:) 


‘““PRESIDENT’S COMMISSION ON VETERANS’ PENSIONS 


For expenses necessary for a special study of the veterans’ compensation and 
pensions program, to be expended as the President may direct, $300,000.” 
p The reasons for the above-mentioned study were outlined in the 1956 budget 
message. The President has directed the Commission to review the structure, 
scope, philosophy, and administration of the pension, compensation, and related 
nonmedical benefits furnished under Federal legislation to veterans and their 
families with the objective of improving the benefit structure and establishing an 
orderly and equitable relationship to other benefit programs. 

The sum requested was originally included in the 1956 budget under the 
“General operating expenses” appropriation of the Veterans’ Administration. 
The Congress deleted the item in considering the 1956 independent offices appro- 
priation bill. The Commission’s activities during fiscal year 1955 have been 
financed by an allocation of $100,000 from the “Emergency fund for the President, 
national defense,”’ but due to the action of Congress it can no longer be financed 
from this source. 

Under the chairmanship of Gen. Omar Bradley, the Commission has substan- 
tially completed the recruitment of staff and is proceeding with its studies. Very 
little will be accomplished in this important study if it is not continued during 
this fiscal year. 


Mr. ANDRews. Previously, the Commission has been financed from 
the President’s emergency fund. 

We have with us General Brannon, United States Army, retired. 

The request before us is for $300,000. When was this Commission 
appointed? 

General Brannon. I have the Executive order here. January 14 
is the date of the Executive order which established it. 

Mr. ANDREWws. 1955? 

General BRANNON. 1955. 


GENERAL STATEMENT 


Mr. ANprEws. We will insert at this point in the record General 
Brannon S prepared statement, which includes the Executive order. 
"he statement and Executive order are as follows:) 





838 


StaTeEMENT OF May. Gen. Ernest M. Brannon, Unitep States Army, Retingy, 
Executive DrirEcTOR OF THE PRESIDENT’s COMMISSION ON VETERANs’ 
PENSIONS 


I am appearing on behalf of the Chairman of the Commission, Gen. Omar NV. 
Bradley. 

Immediately after learning that a hearing would be held this morning I called 
General Bradley, in Los Angeles. He asked me to tell the committee that he 
regrets very much not being able to attend in person. Unfortunately, it was 
impossible for him to reach Washington in time for this meeting. However, he 
feels so strongly the need for a study in the pension field that if the committee 
deems it necessary he will come to Washington on the first available transportation, 

The Commission on Veterans’ Pensions has been directed by the President to 
make a thorough study of the pension, compensation, and related nonmedicg| 
benefits provided by the Federal Government to veterans and their families, 
The President’s directive requires the Commission to review the structure, se»pe, 
philosophy, and administration of these programs and to make recommendations 
to him regarding fundamental principles in this field which the President can, in 
turn, use as the basis for making recommendations to the Congress for moderniza- 
tion of these benefits. 

The reasons for the establishment of the Commission were outlined in the 
President’s 1956 budget message. In his budget message the President stated: 


““VETERANS’ SERVICES AND BENEFITS 


“Exvenditures for veterans’ programs are now rising—reversing the decline 
from the neak in 1947 as World War II veterans completed their readjustment to 
civilian life. In the fiscal year 1956, the Federal Government will spend an esti- 
mated $4.6 billion for a wide variety of aids to veterans, an increase of 9 nercent 
over the actual outlays in 1954 and 5 percent over 1955. This increase will occur 
notwithstanding the savings made through improved management of the Veterans’ 
Administration, and the long-run outlook pinder present laws is for continued 
large increases in payments to veterans. 

“Three main factors account for this outlook. First, World War II, the Korean 
conflict, and large defense requirements have increased the present and potential 
veteran population tremendously. Twenty-one million veterans are now in 
civilian life, five times the number before World War II. An additional 3 million 
men and women now in the Armed Forces have acquired rights to wartime 
veterans’ benefits by serving during the Korean emergency. 

“Second, the 3 million veterans of World War I are reaching age 65 and are 
qualifying for pensions in large numbers. A service-incurred disability is not 
required for these benefits. 

“Third, benefits for veterans who served during wartime or an emergency hav 
been increased in scope and liberality. Last year, laws were enacted which will 
add more than $170 million in estimated expenditures for veterans’ benefits for 
the fiscal year 1956, principally for increased pension and compensation payments. 

“These facts require sober consideration. Our Government has a responsibility 
to provide generous assistance to those who have svecial needs arising from service 
in the Armed Forces, particularly war service. We must make sure that benefits 
which are provided to veterans and their survivors are timely and reach those 
who need them most. At the same time, we must bear in mind that Government 
policies designed to assist in the maintenance of a prosperous economy and t0 
support social security, health, and other humanitarian programs are all of value 
to veterans as well as to other people. Since more than two-fifths of all adult 
males are entitled to veterans’ benefits, expenditures for veterans are a budgetary 
problem of major interest to the whole population. , 

“Our veterans’ pension and compensation laws, in particular, are in need 0 
constructive reconsideration. The non-service-connected pension system dates 
back to the Revolutionary War, and its principles require reexamination in the 
light of recent developments, including the nearly universal coverage of the old- 
age and survivors insurance system. The overall system of statutes and regulations 
governing eligibility and payment rates for service-connected compensation has 
not had a fundamental review for many years. It also needs to be reappraised In 
the light of the great improvement in medical and rehabilitation techniques 404 
the actual economic situation of the many beneficiaries. 

“T am therefore appointing a Commission on Veterans’ Pensions to study the 
entire structure, scope, and philosophy of our veterans’ pension and compensation 
laws in relation to each other and to other Government programs, This budge! 
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300,000 for the continuation of the work of this Commission in the fiscal 

ymmission was appointed by Executive Order 10588, January 1955, 

hich is attached hereto. I would like to read sections 1 aa 2 rol this 

ich are particularly important since they indicate the composition and 
of the Commission. They state: 

n 1. ESTABLISHMENT AND ComposITIOoN OF Commisston.—There is 

stablished a Commission which shall be known as the President’s Com- 

on Veterans’ Pensions, and which shall be composed of a Chairman and 

r members, all of whom shall be designated by the President. The Chair- 

| members shall receive such compensation as the President shall hereafter 


“Section 2. FUNCTIONS OF THE Commrisston. The Commission is authorized 
and directed to make a comprehensive survey and appraisal of structure, scope, 
ind administration of the laws of the United States providing pension, compensa- 
and related nonmedical benefits to veterans and their dependents, and it 
make recommendations to the President regarding policies which, in its 

it, should guide the granting of such benefits in the future. The Com- 

shall give particular attention to: 

Changes in basic military, social, fiscal, and economic factors in our society 
ng the role of these benefits. 

lhe conditions under which benefits should be provided to different cate- 

f veterans. 

The relationship of various veterans’ benefits to each other, to benefits for 

ns still in the military service, and to the broader social security and other 
s which are provided to persons without regard to their status as veterans.” 

\ more complete statement of the assignment was given in the President’s 
letter of Mareh 5, 1955, to Gen. Omar N. Bradley, Chairman of the Commission. 

hould like to read this letter, which is as follows: 

“Dear GENERAL BrapLey: The Commission on Veterans’ Pensions, of which 
you are the Chairman, has been appointed by me to carry out a comprehensive 
study of the laws and policies pertaining to pension, compensation, and related 
nonmedical benefits for our veterans and their dependents. I would like the 
Commission, on the basis of its studies, to furnish me with a report, including 
recommendations regarding fundamental principles, which I can use as the basis 
for making reeommendations to the Congress for modernization of these benefits 
and clarification of their relationship to our broader Government social-insurance 
and family-protection programs 

“This Nation has always responded generously to the needs of those men and 
omen who have served it so well in times of great danger. Pension and other 
benefits for veterans have been provided since the Revolutionary War. I am in 
full accord with this policy. 

“In recent years, however, rapid and profound changes in our national military, 
social, Bites and fiscal circumstances have occurred which affect fundamen- 
tally our long- oT a veterans’ pension and compensation programs. In 1940 
there | vere only 4 million veterans. There are now nearly 21 million, and the 

mber is increasing rapidly. The necessity for recruiting large Armed Forces 
ail led to substantial improvements in military pay and other conditions of service. 
xtensive and timely medical, rehabilitation, and readjustment programs have 
been established for veterans. Most notable in this respect are the improved 
medical, prosthetic, and rehabilitation measures for disabled veterans and the 
readjustment benefits for all new veterans to help them become economically 
productive and recapture the normal pattern of their lives. To maintain the 
well-being and strength of our democratic society we have also instituted policies 
‘0 maintain high and stable employment and developed the broad social security 
programs to provide economic assistance to the aged and the needy. These 
developme nts reflect the growth of the Government’s obligations and a more 
adequate recognition of its responsibilities, and they have also had an important 
effect on its fiseal situation. 

“While these fundamental changes were taking place, the traditional pension 
and compensation programs for veterans and their families were also being further 
extende d and liberalized. Thus, under existing laws and regulations many of our 
veterans Will be able to qualify both for non-service-connected pensions and social 
security benefits when they reach age 65. In the service-connected compensation 
program the standards for rating disabilities have been modified many times since 
their development in the years after World War I. Numerous piecemeal legisla- 
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tive changes have also granted legal presumptions of service connection and pro- 
vided additional specific awards which result in different payments to individyals 
of the same degree of disability. 

“These programs are large and very significant. Expenditures for pension anq 
compensation benefits to veterans are almost as large as all benefit payments of the 
old-age and survivors insurance system and are likely several decades hence to 
be double their present magnitude. In this situation the need is apparent for g 
constructive reappraisal of the standards under which such benefits should be 
provided. It is our duty to arrange our affairs so that future generations wjjj 
inherit an economic and social structure which is fundamentally sound and jy 
which obligations, including those owed to veterans and their surviviors, ar 
distributed equitably and not as an unwelcome burden. 

“It is in this constructive sense that I have established the Commission oy 
Veterans’ Pensions. It is my desire that this Commission systematically assess 
the structure, scope, philosophy, and administration of pension, compensation 
and related nonmedical benefits furnished under Federal legislation to our vet. 
erans and their families, together with the relationships between these benefits and 
others which are provided our citizens without regard to their status as veterans, 
The objective of this effort should be to bring up to date and correlate these bene. 
fits and services so that veterans and their survivors will receive equitable treat. 
ment consistent with the orderly development of public policy in this important 
area. 

“In this task you will have the full cooperation of the administration, including 
the facilities of the executive agencies. ‘The White House staff will assist you on 
administrative housekeeping matters. I should like to keep in touch with your 
progress, and I ask that your final report with its recommendations be in my 
hands by November 1, 1955. 

“Sincerely, 
“Dwicut D. E1sENHOWER.” 


Your committee is, of course, aware of the importance of the problems in the 
veterans’ benefit programs this Commission is studying and the relatively large 
expenditures involved. The amount is now some $4 billion annually and is esti- 
mated to rise sharply in future years. Apparently, also, your committee has 
already given some consideration to the need for further studies in this field. 
Numerous questions relating to compensation and pension benefits were raised 
in the committee investigative report included in the hearings on the second 
independent offices appropriations for 1954. Likewise, a statement in the report 
of the Committee on Appropriations on the third supplemental appropriation 
bill of 1954 called for a review to make sure that the law relating to compensation 
and pension benefits is fairly administered, both for the benefit of veterans and 
the Government. Additional information regarding overpayments in the Vet- 
erans’ Administration compensation program was indicated by the report in- 
cluded in the hearings on the independent offices appropriations for 1955. 

In view of this committee’s familiarity with the matter in issue it does not 
appear that any further detailed presentation is necessary. I shall, of course, 
be glad to try and answer any questions. 


Immediate release, January 14, 1955—James C. Hagerty, press secretary to 
the President 


THe Wuite House 


The President today established by Executive order a seven-member Commi- 
sion on Veterans’ Pensions. 

The Commission is directed to make a comprehensive study of the laws pertaln- 
ing to pension, compensation, and related nonmedical benefits for veterans and 
their depe:dents, and to make recommendations to the President regarding 
policies which should guide the provision of these benefits in the future. The 
President stated his intention of having such a study made when he approved 
legislation increasing compensation and pension rates last August. 

The Commission is to make a final report to the President not later that 
November 1, 1955. The report and recommendations resulting from the Com 
mission’s study are intended for the use of the President in connection with his 
recommendations to the Congress for modernizing these veterans’ benefits and 
relating them to broader Government social insurance and family protection 
programs. 

The membership of the Commission will be announced in the near future 

Following is the text of the Executive order establishing the Commission: 
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EXECUTIVE ORDER 10588 
ESTABLISHING THE PRESIDENT’S COMMISSION ON VETERANS’ PENSIONS 


By virtue of the authority vested in me as President of the United States, it is 
yrdered as oe 
SECTION EsTABLISHMENT AND COMPOSITION OF COMMISSION.- ‘The re is 
hereby scan 2d a Commission which shall be known as the President’s Com- 
mission on Veterans’ Pensions, and which shall be composed of a Chairman and 
six other members, all of whom shall be designated by the President. The Chair- 
man and members shall receive such compensation as the President shall hereafter 
fix. 

Sec. 2. FUNCTIONS OF THE ComMMIssIon.—The Commission is authorized and 
lirected to make a comprehensive survey and appraisal of structure, scope, and 
administration of the laws of the United States providing pension, compensation, 
and related nonmedical benefits to veterans and their dependents, and it shall 
make recommendations to the President regarding policies which, in its judgment, 
should guide the granting of such benefits in the future. The Commission shall 
give particular attention to: 

(a) Changes in basic military, social, fiscal, and economic factors in our society 
affecting the role of these benefits. 

(b) The conditions under which benefits should be provided to different cate- 
gories of veterans. 

The relationship of various veterans’ benefits to each other, to benefits for 
persons still in the military service, and to the broader social security and other 
benefits which are provided to persons without regard to their status as veterans. 

Sec. 3. PROCEDURES OF THE Commission.—In performing its functions under 
this order, the Commission may prescribe such rules of procedure, and may hold 
such public hearings and hear such witnesses as it may deem appropriate. 

Sec. 4. COOPERATION OF FEDERAL AGENCTIES.—AIl executive departments and 
agencies of the Federal Government are authorized and directed to cooperate 
with the Commission in its work and to furnish the Commission such information 
and assistance, not inconsistent with law, as it may require in the performance of 
its functions. 

Sec. 5. Srarr.—There shall be an Executive Director of the Commission, who 
shall be appointed by the Chairman of the Commission after consultation with 
the other members of the Commission, and such appointment may be without 
regard to the civil-service laws. Within the limits of such funds as may be made 
available, other persons may be employed by or under the authority of the Com- 
mission, and such employment may be without regard to the civil-service laws. 
The Executive Director and other persons employed by the Commission shall 
receive such compensation as the Commission shall hereafter fix. Subject to the 
direction of the Chairman of the Commission, the Executive Director shall 
direct the activities of all persons employed by the Commission, supervise the 
preparation of the report provided for under section 7 of this order, and perform 
such other duties as the Chairman of the Commission shall designate. 

Sec. 6. FINANCING OF THE Commission.—During the fiscal year ending 
June 30, 1955, the expenditures of the Commission shall be paid out of an allot- 
ment made by the President from the appropriation entitled ‘Emergency Fund 
for the President—N ational Defense” in Title I of the Independent Offices Appro- 
priation Act, 1955 (Public Law 428, 83d Congress, approved June 24, 1954). 
Such payments shall be made without regard to the following: section 3681 of 
the ae Statutes of the are en (31 U. 8S. C. 672); section 9 of the act 
f March 4, 1909, 35 Stat. 1027 (31 U. S. C. 673); and such other laws as the 
President may hereafter aneeity.. 

Sec. 7. Rerort to THE PResipeNt.—The Commission shall make a final 
written re report, including findings and recommendations, to the President purusant 
to section 2 hereof not later than November 1, 1955. The Commission may also 

‘such earlier progress reports to the Pre side nt as it may deem appropriate. 


r Commission shall cease to exist 30 days after making its final report to the 
resident. 


2 é; Dwicatr D. Ersenucwer. 
Tue Waite House, 
January 14, 1956. 


NUMBER OF COMMISSION MEMBERS 


General BRANNON. I may say in that connection it was some time 
after that before the Commission was set up and the members actually 
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appointed. It was about the 5th of March when the President ap. 
nounced the members of the Commission. 

Mr. ANprEews. How many members are there? 

General BRANNON. Seven. 


ESTIMATED COMPLETION DATE 


Mr. Anprews. How long do you estimate it will take the Com- 
mission to wind up the mission assigned you by the President? 

General Brannon. Originally the President asked for the report 
on November 1, 1955. There have been some delays and we are 
trying now to finish by January 1. 

Mr. Anprews. Of 1956? ~ 

General Brannon. Yes. It might be we will have to go a litth 
further. That is the deadline that we are trying to meet at the present 
time, just 6 more months from now for the job. 


NUMBER OF EMPLOYEES 


Mr. AnprREws. How many employees do you have? 

General BRANNON. We have 27, including 4 who are being processed 
now and who are in the process of being appointed. 

Mr. AnpreEws. You need this $300,000 for administrative expenses? 

General Brannon. Yes. That will include the expenses of the 
staff, the Commission, their traveling expenses, and some surveys 
perhaps by the Census Bureau. We are working with the Census 
Bureau to make certain. 


PAYMENTS TO COMMISSIONERS 


Mr. Anprews. Are the Commissioners paid a salary? 

General Brannon. Under the provisions of the directive they may 
be paid $50 per day, or they may just be paid for their traveling 
expenses, depending upon whether they wish to receive any compen- 
sation or not. General Bradley does not receive any compensation, 
and General Hawley is retired. He would have to give up his retired 
pay if he accepted it. I am not sure if all members acc ept the $50 
per day, or accept traveling expenses. 


MEMBERS OF COMMISSION 


Mr. Anprews. Who are the other members of the Commission’ 

General Brannon. The Chairman is General Bradley and there is 
General Hawley, who was with him in the Veterans’ Administration, 
and there is General Donovan, Mr. Peterson, the president of Standard 
Oil Company of California. 

Mr. Anprews. Does he have a military background? 

General Brannon. He had some service in 1918, and Mr. Thompson, 
who was an insurance executive in New Jersey and Mr. Adamy, who 
at one time was with the AMVETS and who is now with the National 
Citizens Committee for Educational Television, and_ there is Dr. 
Jenkins, who is president of Morgan State College i in Baltimore. 

Mr. Anprews. You have 27 members on your - staff? 

General Brannon. Yes. 
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EXPENDITURES TO DATE AND ESTIMATES 


\fr. ANpREws. How much money have you spent to date? 

General BRANNON. About $30,000. 

\ir. ANprEws. Does all that come from the President’s emergency 
fund? 

General BRANNON. Yes. 

Mr. ANprEws. This will be the first direct appropriation that you 
have had? 

General BRanNON. That is right. 

Mr. ANDREws. How long will this $300,000 enable you to carry on 
activities with your present strength of 27 staff members? 

General BRANNON. As we foresee it, and with an estimate of what 


‘we will spend for surveys and so forth, this would take us a little 


past the first quarter—the third quarter—of this fiscal year, if we 
have to go that far. 

If we finish on the deadline, we would not quite use the money, 
but if we have to go a little over, we will just about take up the appro- 
priation. It gives us a little margin if we do not finish on our deadline. 


ABILITY TO DO JOB IN TIME ESTIMATED 


Mr. SuepparpD. There are a multiplicity of functions within the 
veterans’ overall program. Just how lorg have you actually been 
accumulating information. since the establishment of the Commission? 
In other words, it was established on January 14, and you stated to 
the chairman that it was some time after that before you became 
operative. 

General Brannon. On March 5, when the President announced 
the composition of the Commission, and at that time I was selected 
as the Executive Director, and Mr. March, who was with the Bureau 
of the Budget and who had been working on problems of this kind 
in the Budget, was loaned to the Commission, and we started at that 
time assembling a staff and gathering information, and we have 
gradually built up the staff and have continued. 

Mr. SHepparpD. Obviously there would have been a certain amount 
of time lost in the formation of the Commission, and so forth. What 
amount of time do you figure was lost in that status? 

Mr. Marcu. The first meeting of the Commission was held on 
March 28. Then the next meeting was held, I think, in May. We 
have only been actually operating with anything that approximates a 
staff in the latter part of June. That is really, when we got started. 
It takes a long time to recruit people. =" 

Mr. Saepparp. I grant you that. I am not at all apprehensive 
about that. My apprehension pertains to the estimate of doing the 
job within the time allotted. 

Mr. Marcu. I think that I can help you a little on that. The 
duration of the study will largely depend upon how soon we can get 
basic information together. Now, the plain truth of it is, in this 
eld that the President has asked the Commission to study there is 
just not available today the basic statistical information that enables 
the Commission to evaluate how effective disability pensions are. 
We know how many people are on the rolls, but you know nothing 
about their characteristics, or their social characteristics, or how they 
compare with other people, and in order to get the Commission the 
kind of data we feel are necessary, we are trying to block out some 
Surveys, or studies with the help of the Census Bureau and the 
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Veterans’ Administration that will give the basic comparisons on hoy 
these veterans compare with the rest of the population. 

I think it will take certainly very definitely 6 months, and we are 
going to finish this thing up as fast as we can. It may well run us into 
March. It is going to take time. We do not know at this stage just 
how long it will take. 

Mr. SuepparpD. Based upon my long years exposed to Washington 
and how long it takes to get information—and you, Mr. March, are g 
former member of the Bureau of the Budget and you ought to be able 
to verify what I have to say—you are going to be kept spinning 90,000 
miles a minute if you can accomplish this before the first of next year. 
It is a herculean task, and I am trying to tell you, gentlemen, I think 
a very meritorious one. I think perhaps it is long overdue, but | 
just cannot possibly see you accomplishing the desired results in that 
period of time, knowing the normal momemtum with which informa- 
tion can be made available to you. This is a very intriguing picture, 
to say the least. 

Mr. Marcu. We have canvassed the ground and I must say I have 
been working in this field for 6 or 7 years off and on in the Bureau. 
There was a big gain there in terms of knowledge. We did not start 
cold, you might say. There is some fundamental data on these 
veterans you can get from the 1950 census, and out of continuing 
surveys, but it has to be matched with data the Veterans’ Adminis- 
tration has in its records, and it is going to take a little time. We do 
think we can get quite a way toward this job in terms of getting useful 
information in 6 or 9 months. At least We would like to try it. Ido 
not think we will be back to you for more money if we get this 
$300,000. 

Mr. SuepparpD. That was not my concern, to be perfectly frank; 
$300,000 involved in an issue of this character is, frankly, very minor 
insofar as the end result is concerned. I can only assume from the 
presentation set forth here that you are doing it for the purpose of get- 
ting corrective legislation, and you have quite an intricate job. If you 
can accomplish that with the money you have, within the time speci- 
fied, I want to get better acquainted with you. 

Mr. Fenton. It seems to me very obvious now that you will not 
be able to furnish this final report to the President by November 1. 

General Brannon. That is true—admitted. 

Mr. Fenton. This amount of money which you want now is for 
fiscal year 1956? 

General Brannon. Yes, sir. 

Mr. Fenton. Mr. Chairman, I have no other questions. 

Mr. Anprews. Mr. Coudert? 

Mr. Coupert. I have no questions, Mr. Chairman. 

General Brannon. Mr. Chairman, may I repeat again that I talked 
to General Bradley, and he was very sorry that he could not appear in 
person. He was out on the west coast. We just yesterday heard of 
this hearing, but he did ask me to tell you that. 

Mr. ANnpREws. Are your employees or members of your staff se- 
lected through civil-service channels or how do you select them? 

General Brannon. No, sir; the directive from the President pro- 
vided that they would not have to be selected through civil service. 

Several are borrowed from other agencies on a reimbursable 
temporary-loan basis, such as Mr. March here. 

Mr. AnpreEws. That is all. Thank you very much, gentlemen. 

General Brannon. Thank you, Mr. Chairman. 
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SUBCOMMITTEE ON DEPARTMENT OF COMMERCE AND RELATED 
AGENCIES APPROPRIATIONS 


PRINCE H. PRESTON, Jr., Georgia, Chairman 
ALBERT THOMAS, Texas CLIFF CLEVENGER, Ohio 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 
SIDNEY R. YATES, Illinois WALT HORAN, Washington 
JOHN F. SHELLEY, California EDWARD T. MILLER, Maryland 
DANIEL J. FLOOD, Pennsylvania 


Monpay, JUNE 27, 1955. 
DEPARTMENT OF COMMERCE 
Civit ‘AERONAUTICS ADMINISTRATION 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

F. B. LEE, ADMINISTRATOR 

B, H. GRIFFIN, DIRECTOR, WASHINGTON NATIONAL AIRPORT 

P, F. STEINER, DEPUTY DIRECTOR, WASHINGTON NATIONAL AIR- 
PORT 

A.O. BASNIGHT, BUDGET AND FINANCE OFFICER 


ConsTRUCTION, WASHINGTON NATIONAL AIRPORT 


Mr. Preston. The committee will come to order. We have four 
supplemental items contained in House Document 171. The first 
item is for construction, Washington National Airport, in the amount 
of $2,600,000. At this point in the record, we will insert the entire 
justification. 

(The justification referred to is as follows:) 


DEPARTMENT OF COMMERCE—CIvIL AERONAUTICS ADMINISTRATION 
(H. Doe. No. 171) 


Construction, Washington National Airport, Civil Aero- 
nautics Administration, no year 


Request (additional for fiscal year 1956, to remain available until 
expended) $2, 600, 000 

Appropriation, 1955 A ET ee 340, 000 
Unobligated appropriation from prior fiscal years ai 212, 454 
lotal available during 1955 552, 454 
Obligations to Apr. 30, 1955 550, 042 
Expenditures to Apr. 30, 1955 298, 022 
Budget estimate next fiscal year________._-- 
Employment: 

Average number, current appropriation 

Number involved this estimate 

Actual employment, Apr. 30, 1955 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This supplemental estimate for 1956 provides for construction to expedite 
aircraft landing and ground taxiway operations; facilitate flow of passenger 
traffie; enlarge aircraft servicing and operational facilities, including additional 
gate positions. 

Expansion of operating capacity of Washington National Airport essential to 
accommodate substantial increase in air traffic volume. Request based on pro- 
Viding for maximum utilization of existing facilities. 
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CONSTRUCTION, WASHINGTON NATIONAL AlRPORT, CiviL AERONAUTICS 
ADMINISTRATION, DEPARTMENT OF COMMERCE 


Amounts available for obligation 


Revised 
> 2 Terence. 
In budget estimate Differs nce 


Appropriation or estimate . sib colli _ $2 5,000 | $3, 125, 000 | +$2, 600, 000 


Obligations incurred__.__._- ‘ 3, 125, ‘000 


525, ‘000 +2, 600, 000 


Coiget ons by activities 


| Revised 
by 9 estimate | 


Description In budget 


. Apron paving. $115, 090 | 

- Installation of gas Mine-stor: age facilities one ; 225, Oro 
C mstruct baggage room i 70, 000 149, 009 | 
. Standardization of field ms arking. eae 52, 000 202,090 | 
Emergency electrical generator. 40, 000 40, 000 | 

. Fi-eline installation 23, 000 23, 090 
. Hisveed taxiway devel ypme nt_ 709,099 | +700, 000 
Expand runup aprons _. 109, 090 +-199, 000 
. Expand temo rary st ructure, north end terminal. 30, 009 +39, 000 
. Expand and convert fueling system 890, 090 +89, 090 
. Carg) building with taxiway and parking apron aan 350, 099 +350, 000 
. Expand aircraft. parking : 2s : UPR ALES 290, 0%) +20, 000 
3. Fing r building and covered walkway--_-- coated i 200, 090 +200, 000 


$115, 000 
225. 000 


+150, 000 


Obligations incurred....................... 525, 000 3, 125, 009 +2, 600,000 





Obligations by objects 





| Revised esti- 


Object classification mate 


In budget Difference 


Total number of p:rmanent positions 
Average num)er of all employees 
Number of employees at end of year-. 


“or 





Average siliries and grades: 
General schedule grades: 
Average silary..____- 


2 2 sy . +$4, 038 
Average grade aioe Sed 1 ae ae S-5. +GS8-5.5 








Personal services 
Permanent positions mnood pide “ 4+-$15, 85 
Regul ir pay in excess of 52-w reek RM Fn 5 +65 

*ayment above basic rates........_- Appesibatties Eres aaa he acces x +1, 000 





Total personal services aoanenen ‘ +17 om 
Travel ‘acs 2 . aial ‘ f +1, 50 
Communication services.___- +500 
Printing and reprotuction._.__..___- SS : ane +500 


4eeyts serrse cues 7 


Ot er contractual services... _- hid bint Fadia nebeaesws abt 4 
Supplies and materials 

Equipment. ___- 

Lands and structures 


Obligations incurred 


$115, 000 
"40, 000° 
370, 000 | 





525, 000 


40, 000 
2, 950, COO 





3, 125, 000 


$2, 580, 000 


+2, 600, 000 


DEPARTMENT OF COMMERCE 
Civiz AERONAUTICS ADMINISTRATION 
CONSTRUCTION, WASHINGTON NATIONAL AIRPORT 
General Statement 


The growing volume of traffic using the Washington National Airport is caus- 
ing congestions that can be substantially relieved by improving and expanding 
facilities. This request is tok supplemental funds needed to accomplish projects 
in line with our objective .of obtaining maximum utilization from this airport. 
The projects proposed are estimated to increase the capacity of the airport by 
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nercent. A special committee appointed by the President to study the need 

ran additional Washington airport has made recommendations which sapport 

; request. Traffic demands by fiscal year 1960 are estimated to be approxi- 

y 55 percent greater than the level encountered during fiscal vear 1954. 
rhe requirements contained in this estimate are based on providing maximum 
itilization of the existing plant so as to cope with present traffic conditiors and 
are expected to (1) reduce the interval between aircraft landings, without impeir- 
ing safety by inducing more accurate approach and landing alinement, and re- 
ducing the occupancy time on the runway for each landing aircraft; (2) reduce the 
nterval required to service the aircraft while on the ground; (38) facilitate the 
fow of pessengers by accelerating baggage and ground transportation services; 
{) provide enlarged service and operational facilities for the increased aircraft 
trafic, including additional gate fositions. All the aforementioned nee’s must 
be considered as interdependent, in order to avoid the corrective action in one 
nhese aggravating the condition in another. For example, the ability to move 
additional aircraft in a soecified time can be of value only if the increased servic- 
ing demands and the additional passenger capacities can be accom modated. 

In arriving at additional requirements under the above concepts, it was deter- 
mined that the installation of high-intensity runway lighting on runway 15-33, 
desiznated a basic instrument runway, would assist in exnediting traffic move- 
ments during inclement weather while adding to safety through more acc irate 
landing alinements. The construction of high-speed turnoffs on both the all- 
weather instrument and the basic instrument runways, together with the installa- 
tion of electric directional markers at all intersections, will reduce the occupancy 
time on the runway for each landing aircraft and, thus, allow a greater number of 
traffic movements. 

Fueling system modifications and enlarged runup aprons are included in this 
request as a means of reducing aircraft ground congestion. The fueling mocifica- 
tions will permit faster servicing of the larger, long-range aircraft and thereby 
shorten the gate occupancy time. The enlarged aprons will reduce the delay 
and congestion prior to takeoffs caused by the inability to enter runup areas to 
perform preflight engine inspections. Increasing the rumber of gate positions 
will speed up passenger loading and unloading operatiors. 

Modifications and improvements designed to expedite the flow and add to the 
convenience of passenger traffic include additional baggage claim facilities, and 
more accessible ground transportation services. Additional servicing and opera- 
tional space is provided by the relocation of all cargo and freight acti ities away 
from the passenger areas; a provision for additional air carrier operations offices 
and enlarged food preparation area for in-flight meals. Also included in the 
request is partial replacement of aircraft parking ramps which will be lost due to 
expanding gate positions and taxiway improvements. 

The projects included herein represent preliminary engineering designs. The 
cost data is based upon known cost of comparable construction performed at 
Washington National Airport during recent years or, in the absence of such 
information, based upon standard, accepted engineering cost formulas. 


1 


III. Project justification 

Project Estimate 
|. Additional baggage space er onal $70, 000 
2. Standardization of field marking a id 150, 000 
3. High-speed taxiway development : 700. 000 
4. Expand runup aprons 100, 000 
). Expand temporary structure, north end terminal 30, 000 
. Expand and convert fueling system tase st. 26 : 800, 000 
} 


7. Cargo building with taxiway and parking MON sos. adi 350, 000 
8. Expand aircraft parking 200, 000 
%. Finger building and covered walkway 200, 000 


Total project cost 2, 600, 000 

|. Additional baggage space, $70,000 
The $70,000 requested will provide an additional baggage area for the north 
end of the terminal building. This supplements the $70,000 requested for the 
south end of the terminal building in the regular appropriation request for fiscal 
year 1956. These two new baggage areas are planned to expedite passenger 
raflic movement and allow passengers to obtain their baggage near the gate 
ositions on the ground floor at both ends of the terminal. Cabs and limousines 
vill be available for passenger service at these areas using existing roads. Surveys 
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of other major airports indicate that a self-handling baggage system has proved 
most efficient. With this system, it is estimated that the present baggage delays 
can be reduced by approximately 50 percent. 


2. Standardization of field markings, $150,000 

In the regular 1956 estimate provision is made for the existing flush-type 
threshold and runway lights on the basic instrument runway to be elevated. 
In the interest of safety and maximum use of the runways the lights need be 
converted to high-intensity. This additional illumination will permit aircraft 
at higher altitudes to positively aline themselves with the runways and reduce 
the number of missed approaches. 

This estimate also permits lighting of both sides of all taxiways, with the 
objective of permitting taster movement of aircraft resulting in greater capacity 
for the airport. In the regular 1956 budget provision was made for the same 
type of lights for only half the total needs. 


3. High-speed taxiway development, $700,000 

The existing taxiways are not properly located or designed for present-day large 
aircraft. ‘This project is proposed in order to reduce the aircraft occupancy time 
on both the all-weather and basic instrument runways. A study of this problem 
reveals that high-speed taxiways, as proposed, would increase traffic handling up 
to approximately 15 percent above the present capacity. 


4. Expand runup aprons, $100,000 


It is proposed to enlarge the aircraft runup aprons adjacent to runways 36, 
18, and 33. This is necessary due to the increased activity and the necessity of 
keeping aircraft clear of taxiways, when conducting their pretakeoff runup of 
engines. Aircraft are currently being delayed and must wait on taxiways before 
they can move into the unup area and safely conduct their runup. 


5. Expand temporary structure north end of terminal (flight kitchen), $30,000 


This estimate will provide for constructing two cinder block additions which 
will house additional refrigerators and provide for a larger food storage area and 
flight lunch makeup area. This expansion will provide minimum current space 
needs for the in-flight meal service kitchen and from this facility it is anticipated 
that the airport’s revenues to the Government will be increased by $10,000 
annually. 


6. Expand and convert fueling system, $800,000 


In order to provide an adequate rate of fueling for aircraft, it is necessary to 
install two additional 8-inch mains from the tank farm to the gate positions. Re- 
cent leaks that have developed in existing fueling mains indicate that after 14 
years of service their condition is questionable. These additional mains will 
provide for an increased flow, and also protect against an insufficient fuel supply 
should a major section of the existing fueling system fail. Because of the in- 
creasing number of long-range flights and need for simultaneous fueling, the rate 
of flow must be increased. This cannot be accomplished safely by increasing 
pressure in the existing system; therefore, it is proposed that the existing urder- 
ground pits be converted to a hydrant-type system, and additional fueling pits 
be installed to speed up aircraft servicing at all existing gate positions. 


7. Cargo building with taxiway and parking apron, $350,000 


The existing cargo building is a temporary wartime structure situated betweel 
the domestic and international terminals. In its present location it will not 
allow for the expansion of passenger gate positions. With the development of 
north and south baggage areas, cargo handling should be removed from this 
area entirely. This will be accomplished by erecting an adequate warehouse, 
installing aircraft parking facilities and related taxiways south of runway 92) 
adjacent to the levee road. 


8. Expand aircraft parking, $200,000 

It is proposed to construct parking aprons between taxiways 1 and 8 for private 
and executive type aircraft. The heavy volume of commercial traffic has from 
time to time required the use of apron facilities designed to accommodate private 
and executive type aircraft. There have been occasions when the volume of 
traffic at the airport necessitated the closing of E-W runway, so that it could be 
used for parking of all type aircraft. The need for adequate aircraft parking 
area will become more acute as a result of the proposed construction of high-speed 
taxiways, which will cut into the present parking areas. 
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. Finger building and covered walkway, $200,000 


This request will provide four additional gate positions to handle the increased 
traffic in scheduled operations. It is proposed to construct a one-story finger 
building and related paving at the north end of the Terminal Building between 
gates 19 and 19A and to provide windows for the covered walkway adjacent to 

ie proposed finger. Continued requests are made by the air carriers for addi- 
aka gate positions, and the need within the very near future for expanding the 
present 120-foot gate position to 150 feet in radius will mean the loss of two of 
our present gate positions. 

The four additional gate positions will eliminate the necessity of double parking, 
reduce the ramp time delay (for approximately 6,000 flights per year), and will 
permit s¢e heduled air carriers to accelerate flight operations. A recent survey 
was conducted by ATA of 17 airports where a lack of gate positions presented a 
major problem. The results of the survey showed that Washington National 
Airport gate position problem was one of the more critical. It is estimated that 
the finger structure together with framing and glazing of the covered walkway 
will cost $125,000; apron paving will be required to provide adequate taxi clearance 
totaling $70,000; ‘curbing and surface modifications are estimated at $5,000. 


GENERAL STATEMENT 


Mir. Preston. Who plans to speak to this item? 

Mr. Ler. I appear in support of the item in House Document 171 
appearing on page 12, entitled, “Construction, Washington National 
Airport.” This item is in the amount of $2,600,000. This is an addi- 
tion to the request made in our regular estimate for ‘Construction, 
Washington National Airport,”’ of $52 25,000. Since the time of the 
preparation of our original estimate for the regular appropriation, a 
special Airport Committee appointed by the President has met and 
reported. This report was issued by the White House on March 17, 
1955, and it is dated March 16, 1955. I have copies of that report 
for the committee. I would like to quote from that report, as follows: 

Your Committee has agreed that the Federal Government can and should, 
vithin the framework of existing policy, take a number of immediate and con- 


structive steps designed to alleviate congestion at the Washington National 
\irport. A list of such steps is appended. 


Then from the second page I quote: 


Funds will be sought to accomplish maximum utilization of the eixsting Wash- 
ington National Airport by more than one-third increase in gate positions, sub- 
stantial improvements in baggage handling facilities, expansion and modernization 
f fueling facilities, improved runway and taxiway lighting, and expanded and 
repaved parking areas. 


Mr. Preston. At this point perhaps we had better put in the record 
the memorandum from the President, since you have just referred to 
it in part. 

(The material referred to is as follows:) 


Tre Warre House Topay Maver Pusuic THE FoLLOWING MEMORANDUM TO 
THE PRESIDENT 


THe WuitE Hovse, March 16, 1955. 

Memorandum for the President. 

“whject: Report of the Presidential Advisory Committee to Consider an Addi- 
tional Washington Airport. 


— Committee has agreed that the Federal Government can and should, 


} Within the framework of existing policy, take a number of immediate and con- 


structive steps designed to alleviate congestion at the Washington National Air- 
port. A list of such steps is appended. They will relieve the immediate con- 
sestion. We recognize they may not be a long-term solution. The Committee 
nas close ‘ly examined the feasibility of using Friendship Airport to supplement the 
‘apacity of the Washington National Airport. We believe that Friendship could 
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serve as a supplemental facility for this purpose for some time, even though yw, 
recognize tat it may not provide the best long-range solution of Washington’s 
airport nee's. , 

If the resi*ents of this area find that, for their maximum convenience, the most 
desirable solution would be a senarate new airport locate in relation to the 
snevific requirements of Washington traffic, the Fe‘teral Government wil] par. 
titinate in the develonment of plans and in the financing of such an airport 
The ba'ance of the cost should be financed in the same manner as in all other 
civilian air ort construction in the continental United States—i. e., by the affe>ted 
communities and the air transvort industry. 

If the forezoing recommendations have your ayproval, your Advisory Com- 
mittee suggests that they be publicly announce1, perhans by authorizing the re. 
lease of the above revort. Simultaneously an invitation should be extended to 
officials of State and local governments in this area to discuss with officials of the 
Devartment of Commerre problems of local and industry financing of construc- 
tion of a second airport if the communities so desire. 

Rowand R. Huaues, Chairman, 
Director, Bureau of the Budget. 
SinctarkR WEEKS, 
Secretary of Commerce. 
Haroutp E. Taxsorr, 
Secretary of the Air Force 
(For the Secretary of Defense), 


Funds will be sought to accomplish maximum utilization of the existing Wash- 
ington National Airport by more than one-third increase in gate positions, sub- 
stantial improvements in baggage handling facilities, expansion and moderniza- 
tion of fueling facilities, improved runway and taxiway lighting, and expanded 
and repaved parking areas, 

As many adjustments as are militarily feasible will be made in the operations 
of neighboring Bolling, and Anacostia Airfields including the closer regulation of 
instrument landings whenever the weather imposes instrument conditions on the 
Washington National Airport. 

Washington National Airport will be relieved of all Government flights except 
those of high rank and urgency. 

Everything practicable will be done to provide facilities at Washington National 
Airport to accommodate the expanding airline industry. To that end the Govern- 
ment will provide an additional hangar for use by airlines. 

Long-range plans will be developed to determine the feasibility of relocating all 
flight activities presently conducted at Bolling and Anacostia. 

In the interest of flight safety, the Government will undertake to designate 4 
high density control zone in the Washington terminal area, and prescribe therein 
special requirements for the safety and efficiency of flight operations. 

In the use of airspace, all affected branches of the Government, both military 
and civilian, will cooperate with civi] aviation in the Washington terminal area 
in every way possible without impairment of essential military and vital Govern- 
ment operations. 


INCREASED DEMAND FOR FACILITIES 


Mr. Ler. Mr. Chairman, I would like to point out that the demand 
for facilities to serve the Washington area has been growing. [| have 
here charts, and a table, which indicate this demand. 

The first chart shows scheduled air-carrier passengers’ arrivals and 
departures. You will note that from 1,230,480 total passengers 1 
1946, we have had a growth to 3,102,875 in 1954. For 1956, we estl- 
mate 3,650,000, or 10,000 passengers a day. By 1960, we estimate 
that the demand, and I emphasize the “demand,” in this area will be 
for a capacity for 4,785,000 passengers. 

Also, I have figures here showing the corresponding growth of alr 
craft arrivals and departures at Washington National Airport from 
180,690 in 1946, they have grown to 202,573 in 1954. We estimate 
that for 1956 there will be 225,000 and that the demand in 1960 will 
be for a capacity to handle 273,700. 
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For sometime we have known that additional facilities were neces- 
sary. ‘The act authorizing a second Washington National Airport 
was passed in September 1950. Since that time approximately $1 
million has been appropriated for that purpose. However, this mat- 
ter has been held in abeyance, and in its stead the action in line with 
the memorandum which you have has been agreed upon. 

In the 1956 regular budget estimate we included certain items to 
continue the operation of the airport and provide for its continued 
handling of approximately the current volume of business. This 
present estimate is for facilities which will handle increased traffic. 
We expect that the facilities which I will outline here will increase the 
capacity about 15 percent. 


BAGGAGE FACILITIES 


[ have here a chart which shows the airport facilities we are re- 
questing. We are requesting $70,000 for increased baggage facilities. 
That is in addition to $70,000 already requested in our regular 1956 
estimate. 

Mr. Bow. Where will that be located? 

Mr. Lez. That will be located on the north side of the terminal 
building at the field level. 

FIELD LIGHTING 


The second item we have requested is field lighting, high intensity 
runway lights to assist in the handling of traffic on runway 15-33, 
which will be a second instrument runway. 


TAXIWAYS 


Thirdly, we have asked for high speed taxiways to the instrument 
runway, which in themselves will materially increase the handling 
capacity of that one runway by reducing the time interval for occu- 
pancy by any one aircraft. 

APRON SPACE 


Fourthly, we have asked for increased apron space for the parking 
and taxing of aircraft, and an additional finger building. We have 
asked for an addition to the flight kitchen at the north side of the 
terminal building to handle the increased food requirements; a fueling 
system using the hydrant principle which will increase the rate of 
fuel flow from 70 gallons per minute per outlet to 160 to 190 gallons 
per minute, thus reducing the time required for fueling aircraft at their 
gate positions. 

CARGO BUILDING 


We have provision for a cargo building which will release the area 
of the ramp now used for cargo handling north of the terminal build- 
ing. We have additional parking space for aircraft; and finally we 
have an additional finger building which will provide a net increase 
of four gate positions over what we have now. That will mean that 
oe will have a total of 27 gate positions as opposed to 23 at the present 
ime, 

That, Mr. Chairman, summarizes the estimate we have submitted 
‘0 you. IT will be glad to answer any questions you might have. 
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IMPROVEMENTS WILL PROVIDE CAPACITY THROUGH 1957 


Mr. Preston. Mr. Lee, to what year do you think these new jm.- 
provements will make the Washington National Airport capable of 
handling the traffic that you expect? 

Mr. Ler. The 15-percent increase will take us through the demand 
of 1957, as we forecast it. 

Mr. Preston. As I read your chart that you gave me, showing the 
total number of passengers of 1946 to 1960, your aircraft movements 
through the same years, it appears that you expect over 55—I se¢ 
that is for each year, the percentages are for each year? 

Mr. Ler. Yes, sir. 

Mr. Preston. Through 1957, did you say? 

Mr. Ler. Yes. 

Mr. Preston. It seems these improvements are going to take car 
of only the immediate future? 

Mr. Ler. That is right. They are designed to get the maximum 
utilization out of the area that we have now. It will permit its 
utilization, as I say, on a 15-percent increase per hour basis. 


BREAKDOWN OF REVENUES AND TRAFFIC LOAD 
Mr. Preston. We will put the charts in the record that I referred 


to in the previous question. 
(The charts referred to are as follows:) 
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CONSIDERATION OF AN ADDITIONAL AIRPORT 


Mr. Preston. You are still giving consideration to the second 
airport? 

Mr. Lur. The President’s committee, Mr. Chairman, took up the 
question of the second airport. The conclusion was that the Feder il 
Government would agree to participate in the financing of a second 
airport. However, it was stated that the residents of the area should 

take the initiative in this respect. I can report that meetings have been 
held with representatives of the District of Columbia, of certain parts 
of Virginia, and of certain parts of Maryland. 

Mr. Preston. Is Burke Airport still under active consideration? 

Mr. Ler. I believe it is, sir. The Federal Government still owns 
eopromeaery 1,000 acres of land at the site, land much of which is 
presently being rented for agricultural and other purposes. 

Mr. Prrston. At the meeting with the local residents of the Dis. 
trict, Virginia, and Maryland, was the question of Burke Airport 
taken up at that time? 

Mr. Ler. It was mentioned, Mr. Chairman. There was also some 
interest in considering possibly other sites. 

Mr. Preston. Including Baltimore? 

Mr. Mituer. Was Friendship brought into it? 

Mr. Ler. It was mentioned in some of the discussions. [| think 
the general feeling has been that the Friendship Airport, which is 
over 30 miles away from the center of Washington, is too far away 
for public use. We have other examples of airports that far away, 
which the public just does not fully patronize. An example is Willow 
Run at Detroit, which is approximately the same distance away as 
Friendship, and where we have had less than the normal growth of 
air traffic. 


LIMITATIONS ON EXPANSION OF PRESENT FACILITIES 


Mr. Preston. To what extent can we continue to expand facilities 
and increase traffic at the airport without affecting safety? 

Mr. Ler. Our feeling is that we have just about reached the limi 
on the proposal that we have here. The means we resort to at the 
present time when traffic exceeds capacity is to go into what we call 
flow control, which means that we do not permit traffic to take off 
from other locations for Washington when we have extreme congestiol. 
That means we do not jeopardize safety. 

Mr. Preston. It means slower movement? 

Mr. Ler. It means much slower movement. 

Mr. Preston. Are you having to stack planes very much nov, 
hold them above the airport? 

Mr. Ler. On occasion we do have to. 

Mr. Preston. Even in good weather? 

Mr. Ler. Not in good weather, Mr. Chairman. In bad weather 
we have reduced the “delay time very materially due to the exte nsive 
use of the two surveillance radars which are in operation at the airport 
at the present time. 

Mr. Preston. What is the average landing and takeoff now? 

Mr. Ler. Our continued capacity, we feel, is 40 operations an hour 
under most wind conditions. Under certain wind conditions, hov- 
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ever, that has been exceeded. We would expect with the improve- 
ments that we mentioned here that the capacity would be about 46 
operations an hour under most wind conditions. 

Mr. Preston. Do you feel we are running any danger of causing 
congestion around the airport in this proposal? 

Mr. Ler. We feel the present radar control can handle the volume 
of traffic which we have mentioned here, which is 46 operations an 
hour. The Washington area is congested. The Washington Na- 
tional Airport is the third busiest commercial airport in the world. 
It has very difficult traffic problems associated with it. 

We do feel, with the use of radar, it is safe to handle this volume of 
traffic. 

MILITARY AND PRIVATE USE OF THE AIRPORT 


\Mr. Preston. Are you prepared to give the committee a compara- 
tive figure or percentage figure of the use of the airport by the military? 

Mr. Lez. The percentage use is now running about 4 percent. 

Mr. Bow. What is the percentage of the executive-type aircraft? 

Mr. Preston. What is the use by executive aircraft, Mr. Lee? 

Mr. Bow. Private flying. 

Mr. Len. The itinerant and local traffic represents about 12 percent 
of the total. 

Mr. Preston. If we could dispose of the military and the itinerant 
and local aircraft based on the field, we could increase, including the 
additions that you request under this appropriation of $2,600,000, the 
usage of the field by almost 50 percent, couldn’t we? 

Mr. Lez. We would get a slight increase in the capacity, Mr. 
Chairman. The figures which I have given you are total figures, 
representing both instrument and visual flight rule weather. Under 
instrument conditions the percentages of other than air carrier flying 
goes down. I think we would not get any real marked increase at 
the most eritical period in the operation. One other factor is that 
we do not have any other facility in the Washington area which is 
equipped to take executive aircraft. There are many of them coming 
in here at the present time. These aircraft are multi-engine aircraft. 
Many of them are on official business. They can use no other facility 
except Washington National Airport. 


SPACE OCCUPIED BY MILITARY AIRCRAFT 
Mr. Preston. We spoke of the military aircraft a moment ago, 
Mr. Lee. What percentage of the space do they occupy? 
_Mr. Lex. They occupy two hangars at the present time. I would 
like to point out that the military includes the President’s airplane, 
which is hangared and kept in a secure location on the field at the 


present time. They have hangars 10 and 11 on the north side of the 
field. : ; 


Mr. Preston. How many hangars do you have? 

Mr. Lez. We have a total of 12 hangars on the field. 

_Mr. Preston. They use the field only 4 percent of the total opera- 
lions, but they have one-sixth of the hangar area and ramp area? 

Mr. Lex. One of their hangars is a small, old hangar, which is not 
the equivalent of some of the modern, new hangars. 


Mr. Preston. They have a large military unit housed there with 


barracks, a theater, and all the things incident with a military area? 
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Mr. Lex. Yes. They have barracks up on the hill and at one othe; 
location on the field. The military occupies the big T-7 building 
which is an office building, between the Mount Vernon Highway and 
the airport. 

URGENCY OF THE PROBLEM 


Mr. Presron. If this appropriation is granted, and you carry out 
these construction projects, it is going to provide only adequate 
facilities to accommodate the air traffic through 1957? Did you 
sav “through’’? 

‘Mr. Ler. Yes. 

Mr. Preston. We are almost to the point of being just 2 vears away 
from something else that must be done? 

Mr. Ler. We do have the problem of increased demand, that is 
correct. 

Mr. Presron. It will take how long to construct a new airport, 
with all the facilities to accommodate the public? 

Mr. Ler. If funds were available for the new airport, then the 
construction time would be between 3 and 4 years 

Mr. Preston. We are going to be faced with a serious proposition 
in 1957, unless some immediate action is taken about the second 
airport, and even then we will be a year or two behind, even if we 
begin now; is that true? ‘ 

Mr. Ler. Yes, sir. 

Mr. Preston. What is the answer? Are we just going to have to 
do what. you suggested a moment ago, withhold takeoff from various 
points and slow down movement of traffic across the United State 
into this airport? 

Mr. Ler. Naturally, we would hope that the steps which have 
been taken to interest the local communities here in participating in 
the construction of a new airport would bear fruit. If they should, 
then we could get on with the job pretty quickly in building a new 
airport. 

Mr. Presron. But you said between 3 and 4 vears? 

Mr. Ler. Yes, sir. 

Mr. Preston. We only have 2 years to go before we are in trouble 
again, if we grant this $2,600,000; is that true? Then what will we 
do between 1957 and the time that the second airport is completed’ 
I think it is inevitable we will have to have another airport. What 
will we do in the interim? 

Mr. Ler. There will be, even under the most favorable circun- 
stances, a period when we would not be able to take care of the 
estimated growth of the traffic here. 


EXPANSION OF GROUND FACILITIES AND NEED FOR SECOND AIRPOR! 


Mr. Presron. Mr. Thomas, do you have any questions? 

Mr. Tuomas. I was wondering what Mr. Lee’s thinking was 
whether this will be a substitute matter for an additional airport, 
or would it only be a year or two until we would have to have another 
airport, too? 

Mr. Lex. Mr. Thomas, the President’s Committee which studied 
this matter recognized that we did have a serious problem in the 
growth of air transportation in the Washington area. One of their 
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steps was the contacting of people in surrounding areas and in the 
District to see whether they would have sufficient interest to partici- 
pate financially in the construction of an airport. 

It was decided in this committee’s report that the Federal Govern- 
ment will participate in the development of plans and in the financing 
of such an airport. It was contemplated that at a later time there 
might be a program for the construction of an airport with Federal 
assistance. 

Mr. Tuomas. If you want to have an additional airport, would you 
need this additional construction of $2,600,000? 

Mr. Lex. I think this would be a very wise investment, in any case. 
Washington National Airport is uniquely located, close to the center 
of the population, the Capitol, and the Government buildings here 
in Washington. I feel that increasing its capacity will be of perma- 
nent value to the community and to the Government. 

\lr. Tuomas. Isn’t the question of airspace your No. 1 problem in 
that a lot of these planes have to wait 30 or 40 minutes to get down? 
It is not a question of ground facilities; it is a question of how much 
airspace you have, isn’t it? 

Mr. Ler. We have had two problems in the past. One is the air- 
space, as you say, and one is the ground facilities. Through the 
utilization of the latest radar control methods which we have here in 
Washington, we have managed to cut down the air delays to almost 
a negligible point. The facilities which we use here are ones which 
are just being installed in the New York area, and we hope to extend 
them to the Chicago area. They are the most advanced we have at 
the present time. 

Mr. THomas. What about your safety angle? What if you congest 
the airspace with more planes? 

Mr. Len. As I say, when it appears that congestion is such that 
we cannot handle the traffie, then we start instituting flow control, 
holding the traffic back away from the Washington area. We hold it 
at numerous places, not releasing, for instance, more than three air- 
planes an hour from New York, as ani example, and holding it back in 
Philadelphia. 

Mr. THomas. That doesn’t do the traveling public any good, 
does it? 


Mr. Ler. No, sir. 
ESTIMATED TRAVEL INCREASE OVER NEXT 5 YEARS 


Mr. THomas. How much do you think traffic will increase annually 
in the next 5 years? 

Mr. Lex. We think our demand for 1960 will be 55 percent greater 
than the traffic which we have had in fiscal year 1954. 

Mr. Tuomas. What about the next 2 or 3 years? 

Mr. Lier. The chart which I submitted shows an increase in 1955 
over 1954 of 9.6 percent in passengers: 

Mr. Toomas. Seven percent a year for the next 6 years. You are 


} just putting money in a knothole now, Mr. Lee. If you want to 


increase that much, you had better get another airport. That air- 
space over there won’t take that th traffic, will it? With 2 
he ver there wont take that mucb tratiic, will it! ith 

military airbases less than 2 miles away you are just inviting trouble. 
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Mr. Ler. One of the steps which has been taken as a result of the 
recommendations of this committee is to cut back on the number of 
military flights under IFR conditions from Bolling and Anacostia, 
That has been accomplished and has released some IFR capacity for 
Washington National. I quote from the report: ; 

As many adjustments as are militarily feasible will be made in the operations 
of neizhboring Bolling, and Anacostia Airfields including the closer rezulation of 
instrument landings whenever the weather imposes instrument conditions on the 
Washington National Airport. 

Mr. TuHomas. Do you know of any place in the world that has 
three active airports within a radius of 3 miles? If you had X town 
outside Washington, I expect you would want to close at least two 
of them down? 

Mr. Ler. I think Washington is unique in this respect. 

Mr. THomas. A man’s hide is no different over Washington than 
over New York, Chicago or any other place. No further questions, 
Mr. Chairman. 

Mr. Preston. Mr. Rooney. 


COMMERCIAL USE OF FEDERALLY-OWNED AIRPORT 


Mr. Rooney. First, let me ask this: Isn’t Washington National 
the only commercially used airport owned and operated by the Federal 
Government here in the United States? 

Mr. Ler. In the continental United States; yes, sir. 

Mr. Rooney. About 85 percent of the traffic handled out there is 
for the commercial airlines? 

Mr. Ler. Yes, sir. 


ESTIMATED INCREASE IN REVENUES 


Mr. Rooney. In connection with this $2,600,000 request, what, if 
anything, do vou propose to do to increase the revenue from the air 
lines, which would benefit from the proposed new construction? 

Mr. Basnicut. We have an estimate here which would indicate 
that the revexues would go up as a result of this construction froma 
total of $2,165,000 in 1956 to a total of $2,399,000 as a result of i- 
creasing the rental on various items. 

Mr. Rooney. These rentals are primarily in the terminal buildings, 
are they? 

Mr. Basnicut. They include landing fees 

Mr. Rooney. Do you propose to increase the landing fees? 

Mr. Basnicut. Not necessarily the rates. This is the result of 
more aircraft landings and the additional fuel consumed. 

Mr. Rooney. Why don’t you propose an increase in the rates 1 
offset a capital expenditure such as this $2,600,000? 

Mr. Basniaur. This estimate has not reflected any change in the 
rates since they have just been revised, I believe, in the past year; 1s1' 
that rigit, Mr. Griffin? 

Mr. GriFFin. 1950. 

Mr. Roonry. That was 5 years ago. You have dodged the ques 
tion. The question was, why haven’t you proposed an increase 1 
the landing fees to some extent to meet this increase of $2,600,000 1 
capital outlay? 
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Mr. Grirrin. We have a contract with the airlines which runs 
until 1960. We have set up these rates in our 1950 contract, and 5 
years have gone by. In this contract we have an escalator clause 
anticipating that we would either want to lower the rates or raise 
them, as the case may be 

Mr. Rooney. What is the situation with regard to increasing these 
rates? It seems to me that since we are being requested to appro- 
priate a fresh $2,600,000, and you submit figures which show a mere 
increase in total revenues from $2,165,000 to $2,399,000, that this 
just isn’t good business. Particularly since this 1s the only airport 
in the United States where the taxpayer in my district, in Mr. Bow’s 
district, and in Mr. Preston’s district, contributes to pay the cost 
of it. 

Mr. Grirrin. I was just getting up to the point. We have 
increased their rates. Aetuslly, we invoked this escalator clause 
last year on rentals of the hangars in some areas there. We have 
invoked this escalator clause that we had in this 10-year contract. 

We are set up over the next 5 years to increase it 15 percent more. 
We can do that. 

Mr. Rooney. How do the landing fees at Washington National 
compare with landing fees at, let us say, New York and Chicago? 

Mr. Grirrin. I think they are probably about the same as CLicago. 
New York is higher. 

Mr. Roongy. Why should they be able to get higher rates in New 
York than you charge here for landing fees? 

Mr. Grirrin. We set our landing fees on the basis of what it costs 
us to operate and maintain the landing area, In the earlier years, we 
were directed, or it was a policy, to come up to a break-even point at 
the airport as far as maimtenance and operatiors were concer ed. 

Mr. Roonry. Didn’t it ever occur to someone to get ito the area 
of profitmaking in behalf of the Federal taxpayer? Why should the 
landing fees be lower here in Washington than they are in New York? 

Mr. Grirrin. There is no one who hes directed us to do that to date. 

Mr. Roonry. Do you need a directive to do that, Mr. Lee? 

Mr. Lez. No, Mr. Rooney. Actually, in past yeers our revenue 
hes been steadily increasing. I can show that our revenue in fiscal 

Mr. Roonry. It was only after prodding by the Appropriatiors 
Committee over the yeers that you did increase the landivg fees back 
1950, as Colonel Griffin said. There have been increases in rentals 
lor concessions and spece at the airport. What is the thinking of 
CAA with regard to this? Is it that you just do nothing cbout it, 
or do we get to the point where we try to cut down and try to save 
money for the taxpayer? 

Mr, Ler. The thinking of CAA, Mr. Rooney, is that we will increase 
the rental and the concession fees as the contracts come up for renewal. 

Mr. Rooney. Do all the commercial airlines contracts run until 
L460? 

Mr. Grirrrn. Yes, sir. 

Mr. Rooney. Every single one of them? 

Mr. Grirrin. Yes. 

Mr. Roonry. They were all done in bulk back in 1950? 

Mr. Grirrin, Yes, sir. 

Mr. Roonry. That wasn’t good judgment. 

Mr. Grirrin. We thought it was at the time. 
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Mr. Rooney. Do you think it is now, when you are confronted 
with 4 years to go and also confronted with such a situation as you 
portray here today, needing $2,600,000? 

Mr. Ler. As I have testified, Mr. Rooney, our policy in running 
the airport-is to increase the revenue, and we do hope to cover the 
capital costs in the minimum possible time. I can’t testify at the 
present time what that will be. 

Mr. Rooney. Could you approximate it for us? 

Mr. Ler. Every year we are running at a point where the returns 
exceed the expenditures, that is, some cash goes into the United States 
Treasury every year at the present time. The time will come when 
we can meet amortization and interest costs. There is a question as 
to whether any airports in the country are meeting their full capitaliza- 
tion costs at the present time. It is my feeling that the present 
fiscal status of the airport is good and that it will be increasingly 
good as we have an opportunity to increase our rates. 

Mr. Rooney. Are we to understand that under the escalator clause 
in these contracts you can increase but 15 percent? 

Mr. Grirrin. It was 20 percent in the last 7 years of the 10-year 
contract. We invoked 5 percent, this first period, last year in the 
hangar rentals. 
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Mr. Roonry. Would you at this point in the record insert a state- 
ment of the landing fees at Washington National Airport, as well as 
a statement with regard to fees paid by commercial airlines for landing 
fees at LaGuardia Airport in New York? 

Mr. Leg. We would be glad to. 

(The material referred to is as follows:) 
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CoMPARISON OF LANDING CHARGES FOR SCHEDULED AIRLINE OPERATIONS, 
WASHINGTON NATIONAL ArRPORT-LAGUARDIA AIRPORT 


or 
* 66 


LANDING CHARGES—-BASIS FOR CHARGES 


LaGuardia Airport 

1. Maximum gross takeoff weight at time of departure. 

2. For each aircraft takeoff—$0.02 per 100 pounds of maximum gross takeoff 
weight of such aircraft, provided that the minimum charge for each such takeoff 
shall be $2. 


Washington National Airport 


1. Fixed charges by type of aircraft. See footnote for discounts based on land- 
ing volume in excess of 299 landings per month. 
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Washington 
National Air- 
port ! 


LaGuardia, 
New York 2 


1. For each Lockheed Lodestar, DC-3, or Super DC-3 revenue trip 
arrival i a aR tate eal na lace alae iat tecbinct nn adn cieieene ae 
» For each Martin 202 or 404 or Convair 240 revenue trip arrival 
2 For each Douglas DC-4 revenue trip arrival. _- ‘i 
For each Lockheed Constellation or DC-6 revenue trip arrival 
s For each Boeing 377 revenue trip arrival. - ; 7 
For each DC-6B revenue trip arrival a 
For each Super Constellation revenue trip arrival 
For each Convair 340 revenue trip arrival. ___- 
For each DC-7 revenue trip arrival 


wn 


NNN DN wR 


$3. 50-$6. 20 
50 8. 0U-9. 00 
50 12. 40-14. 60 
00 16. 00-21. 40 
50 24. 34 
25 20. 00-21. 40 


io 26. 60 
75 9. 40 
. 50 22. 92-24. 44 


If the carrier operates revenue trips into the airport during any calendar month equaling or exceeding 

300, discounts will be allowed as follows: 

If total revenue trip arrivals per month equal or exceed 300, 10 percent dis:o int on all landings from 1 
through 3 

If total revenue trip arrivals per month equal or exceed 400, 15 percent discount on all landings from 1 
through 499. 

If total revenue trip arrivals per month equal or exceed 500, 20 percent discount on all landings from 1 
through 599. ; : 

If total revenue trip arrivals per month equal or exceed 600, 25 percent discount on all landings from 1 
through 699. 

If total revenue trip arrivals per month equal or exceed 700, 30 percent discount on all landings made. 

2 Charges vary with estimated weights of aircraft. 


RAMP CHARGE 
Washington National Airport 
Ramp charge, $0.65 per revenue trip. 
LaGuardia Airport 
No public ramp or apron charge while loading or unloading. 


Mr. Rooney. I should like to point out that I am always amazed 
when I get this usual statement of the landing fees at Washington 
and find that a DC-7 pays a landing charge of only $7.50. How 
many passengers are carried on a DC-7? 

Mr. Grirrin. I believe 70 or 75. 

Mr. Rooney. You think that is fair, do you, fair to the taxpayer? 

Mr. Grirrin. It is figured out more or less on a weight basis, sir. 

Mr. Rooney. Super Constellation, $7.75. These same airlines 
pay no charge out there insofar as landing at Washington National 
Airport other than the landing fee. Of course, they pay tax on the 
gasoline that they buy and use. But beyond that, they do not, if 
that plane is coming through Washington National Airport; isn’t 
that right? 

Mr. Grirrin. They maintain our gasoline system, and it is being 
amortized out of their money. 

Mr. Rooney. That is entirely in the gas end of it. Beyond that 
there is no other charge? 

Mr. Grirrin. Ramp fee. 

Mr. Roonry. A plane leaving here for Chicago uses the Federal 
uurways insofar as all the safety factors are concerned, and directions 
from the CAA control towers, and so on, all without cost to the air- 
line; is that right? 

Mr. Grirrin. That is right, sir. I might call attention to the fact 
that there is a 65-cent ramp fee in there which should be included in 
their landing fee. 

Mr. THomas. Let me point out that half of it is income from 
incillary charges borne by the public of the total income. The 
main purpose of the airport is to serve the airlines and they only pay 
about 50 percent. You tie yourself up with a 10-year contract, and 
the only one that is tied is the taxpayer, not the airlines. 
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Mr. Roonry. To amplify on the contribution of Mr. Thomas 
for which we are very grateful, it would appear that in the current 
fiscal year the landing fees total $325,000 of a total revenue from 
the airport of $2,040,000. That is all. 

Mr. Preston. Mr. Yates. 


SALES AND SERVICE TO AIRCRAFT 


Mr. Yares. What is meant by “sales and service to aircraft’? 

Mr. Grirrin. That is gasoline. 

Mr. Yates. You maintain a staff of mechanics to help them? 
What is the service involved there? 

Mr. Sterner. We do not maintain the system at all. At the same 
time we made the basic use agreements in 1950, the carriers agreed to 
maintain the system, the entire underground gasoline system, to amor- 
tize it over a 10-year period with interest. We do not maintain any 
mechanics at all for that system. 

Mr. Yarrs. The sales is just for sales of gasoline? 

Mr. Srerner. It is a rental and concession fee approximating 
$40,000. The difference is the amortization and interest which the 
carriers pay on the system. That totals $96,000 in 1956. 

Mr. Yates. When you talk about a rental and concession fee, that 
isn’t included in this first item, “Sales and service to aircraft’’? 

Mr. STEINER. Yes, sir. 

Mr. Yates. I notice rentals for hangar, terminal, and miscellaneous. 
What rentals are included in sales and service that differ from these? 

Mr. Sterner. The sales and service to aircraft are principally 
gasoline, almost entirely. 

Mr. Yates. That is what I asked you, and you said there were 
rentals in there, too. 

Mr. Sterner. Rental of the gasoline system and the concession fee; 
$15,000 is the-—— 

Mr. Yates. Concession for what? 

Mr. Steiner. For the gasoline system. The carriers engage an 
operator to handle their gasoline, put it into the tanks of the airlines. 
The carriers then agree to pay a concession fee of $15,000, and a rental 
fee of $25,000 on the gasoline system, that is, the underground 
tanks: 

Mr. Yates. The first item pertains only to the distribution of 
gasoline? 

Mr. Steiner. That is right, and to scheduled air carriers. 

Mr. Roonry. What did you say the fee was for the gas operator’ 

Mr. Sterner. $40,000 represents a concession and a rental fee. 

Mr. Roonry. Per annum? 

Mr. Sterner. Yes. 

Mr. Rooney. At this point in the record would you please insert & 
statement of the total number of gallons of gas in the past fiscal year, 
together with the sales price thereof? 

Mr. Sterner. Mr. Chairman, we would be glad to supply for the 
record the gallons put through. No gasoline is sold in this system at 
all. The carriers buy the gasoline, put it into a common tank. The 
concessionaire merely takes from the common tank and puts it ml 
the airplane. 

(The following statement was subsequently supplied:) 
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(,soLINE SUPPLIED TO ScHEDULED AIR CARRIERS AT WASHINGTON NATIONAL 
AIRPORT 


During fiscal year 1954 it is estimated that 35,876,409 gallons of aviation gasoline 
were supplied to scheduled air carriers operating from Washington National 
Airport. This gasoline is pumped through airport facilities, but the sales are 
made by oil companies’ contracts with airlines. The cost to the carriers for the 
fuel delivered at Washington National Airport is not known by the CAA. 

\Mr. Yates. Do I understand the arrangement to be this: The 
Washington National Airport gives a concession to somebody to sell 
vasoline to the various airlines? 

Mr. Srerner. Not in this particular instance; no, sir. This relates 
to the scheduled air carriers. 

\lr. Yates. What is the concession? Who gives who the con- 
cession? 

Mr. Grirrin. Maybe I can explain that. The Government owns 
the gasoline system. 

\ir. Yates. That is what you are asking us for funds for in this 
appropriation, for improvement. What do you do with that? 

\ir. Grirrin. We lease that out to a concessionaire who in turn 
operates it for the airlines, 

Mr. Yares. For all the airlines? 

Mr. Grirrix. That is right. The airlines actually pay all those 
concession fees, the rental fees, the maintenance of the system and 
the amortization. 

Mr. Yarrs. What does the concessionaire pay you? 

Mr. Grirrin. Nothing. 

Mr. Roonry. $40,000. 

Mr. Grirrin. Indirectly he pays us $40,000, but the airlines pay it 
in the long run. 

Mr. Yares. They pay it to him? 

Mr. Srerver. The airlines pay it to him and he pays it to us. 

Mr. Yares. What sort of a lease do you have with him? Do you 
have an overall lease with him, a flat lease, or a percentage increase? 

Mr. Grirrin. We just lease the system to him. 

Mr. Yates. For a flat fee? 

Mr. Grirrin. Yes. 

Mr. Yarrs. For $40,000? 

Mr. GrirFin. $25,000 for the lease and $15,000 for the concession. 

Mr. Yarrs. Does his income go up with the increased sales of 
gasoline to the airlines? 

Mr. Grirrin. He just gets a management’s fee. 

Mr. Yarns. This is in the nature of a cooperative by all the airlines? 

Mr. Grirrin. Yes, sir. 

Mr. Yares. He is their agent for handling the distribution of 
gasoline? 

'. GrirFin. That is right. 

- Yates. What about private planes and executive-type air- 
craft? 

Mr. Grirrin. That is handled by the Butler Co. at the other end 

{ the airport, for which the Government gets paid 

Mr. Yarrs. You have a lease? 
Mr. Grirrin. Yes, sir. 
Mr. Yates. How much does Butler pay? 
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Mr. Grirrix. Do you mean for the gasoline? We figure his tot; 
cross, and all over $400,000 he pays us ‘1 percent of the total Toss, 

Mr. Yates. Anything up to that point? 

Mr. Grirrin. Nothing up to that point, because he rents a hangar 
from us which costs him around $52 ,000, I believe. 

Mr. Yatss. Do you know how much gasoline he sold last year? 

Mr. Grirrin. No, sir; 1 don’t. I can furnish it for the record. 

Mr. Yates. The Government should know, shouldn’t it, because 
they get a percentage—— 

Mr. Grirrin. That is right. We audit his books every so often. 

(The following statement was supplied later :) 

GaSOLIN= SoLp By Butuw~r Aviation, Fiscat Y2ar 1954 

During fiscal year 1954 approximately 4,295,683 gallons of gasoline were sold 
by Butler Aviation, Inc., to other than scheduled air carriers. This includes 
operations such as irregular air carriers, charter operations, and executive and 
private aircraft. 

Mr. Sterner. The GAO also audits his records. The Butler Co. 
as a concessionaire, also relieves airport management from handling 
all the itinerant and executive aircraft. At one time we had a staff 
to meet each incoming airplane and provide ground service. When we 
engaged the Butler Co., we transferred that function to them. That 
saved us approximately $150,000 a year. 

In deciding the point at which the percentage should be paid on his 
concession, we took that into account. 

Mr. Yates. Is the arrangement you made with the concessionair 
for the sale of gasoline predicated upon a return to the Gover nment of 
its investment over a period of time, or is it just a fee that is picked 
out of the air? 

Mr. Sreiner. We do not own the system that Butler has. They 
put the system in themselves. 

Mr. Yates. What about the other contract? 

Mr. Sterner. The other belongs to the Government. They 
amortize it and maintain it. There is no cost to the Government. 
We are getting the entire amount back with interest. 

Mr. Yares. The entire investment of the Government with i! 
terest? 

Mr. STEINER. Yes, sir. 

Mr. Yates. Over what period of time? 

Mr. Sterner. Over 10 years. 


INCREASE IN TRAFFIC 


Mr. Yarrs. Can you tell me how much traffic has increased be- 
tween 1954, 1955, and 1956? The reason I asked that question § 
that I noticed there has been a rather slight increase in your landing 
fees. Are the percentages of increase predicated on the same rati? 
of increase in traffic? 

Mr. Ler. I believe that the tabulation which has been furnisheé 
to the committee will give some of the information which you <esité 
If there is anything additional, I will be glad to furnish it. 





sold 
udes 
ana 


Co 

ling 
staff 
nh we 


That 
n his 


nar 
nt ol 


-y 
ICKEG 


They 


They 
ment. 


th in 


sed be- 
stion 1s 
landing 
1e rato 


rnishel 
: clesire 


865 


TERMS OF CONTRACTS WITH AIRLINES 


Mr. Yares. What is the nature of the escalation clause you have 
») your contract? Does it provide for an automatic escalation or 
must the Government request it? 

Mr. Srerver. As I recall the contract, sir, it is based on present 
and anticipated expense of the Government. In 1950, when we made 
the basic contracts, we increased all the fees to the carriers by a 
substantial amount. 

Mr. Yates. Was that based upon increased expense to the Govern- 
ment without increased cost to the carriers? 

Mr. Srerver. I think so in 1950. Most of them were. still 
subsidized. 

\lr. Yarns. As the flights increase, and as the profits of the 
companies increase, there is not a corresponding increase in the 
income to the Government? 

Mr. Stringer. No, sir. 


NEED FOR AN ADDITIONAL AIRPORT 


Mr. FLoop. Mr. Chairman, I would like to refer back to your line 
of examination that you were following when you were examining 
\Ir. Lee with reference to the conditions at this airport. 

lama member of this subcommittee. I want to make my position 
very clear for the record. J am appalled at that condition over 
there. Iam afraid something is going to happen while we are sitting 
bere. I don’t think you or anybody else can stop it because I am 
convinced we are at the point of saturation. It is only thanks to 
mechanical aid and contrivances and the skill of your CAA personnel 
that something doesn’t happen. It is strictly mechanical. 

You are asking us for something here today, and that will help to 
meet the immediate problem. If you can show me where everything 
is perfectly safe over there, and as long as the mechanical contrivances 
work and the personnel is on the ball, I am sure that is true, nothing 
will happen, but you and I know that you have your fingers crossed. 
_ This subcommittee, 3 or 4 years ago, recommended we proceed to 
vuild a new airport at Burke. The full committee of the Appropria- 
lions Committee saw fit to override us. I tried on the floor, and some 
ol my friends here, to have it put back in. The House saw fit to 
sustain the full committee. The full committee was wrong then. 
"he House was wrong then. This should have been done 3 or 4 
years ago, and this subcommittee tried to get it done. We need 
nother national airport for Washington. This is the Capital of the 
world. To split infinitives here and quibble is playing with fire. We 
can't afford to do this 5 minutes longer. 

lhe efforts of a small group of property owners in the Burke area 
rustrated this very important action. I don’t blame them. It was 
‘very human action. Maybe if I had lived there, I would have been 
vith them. I don’t know. They did it, and were able to do it. 
That permitted my friends from Maryland to latch on to the Friend- 
Sip thing, and my good friend, Tommy D’ Alessandro, the great Mayor 
! Baltimore, who sat on the Appropriations Committee, came 

harging in-with the Maryland delegation. I don’t blame him. | 


vould probably have done the same thing. That is beside the point 
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I also feel it is beside the point to have the State of Virginia 9). 
tribute. There is desperate need for another national airport for 
Washington. Why pretend it is going to do that section of Virginia 
any good? It may or may not. I don’t think that makes any dif. 
ference. I don’t think we should sit back and wait for some county 
or the Virginia Legislature to decide what they want to do about ij 
I think we should move in, and if the law will permit condemnation, 
we should condemn. We own new large acreage at Burke, Va, | 
think we should attack this problem head-on and start. breaking 
ground to build another national airport at Burke tomorrow morning 
at half-past seven. : 

This cannot be delayed. It is dangerous, and sooner or later, 
God forbid, something tragic is going to happen at the Washington 
National Airport. Everybody around this table knows what js 
going on over there or what may happen. That is the picture. The 
place is saturated with air traffic. We are being saved by technicians 
and mechanical contrivances. We need another airport, now—last 
night was too late. 

My distinguished colleague from Pennsylvania, Mr. Fulton, yester- 
day told us what was going to happen to the Greater Washington 
area. I think he is right about it. You told Mr. Preston and Mr. 
Rooney and Mr. Thomas the percentages of increase you anticipate 
in a few years. You told Mr. Preston even if you start building the 
Burke Airport today, you will be short a year on your anticipated 
traffic count at the end of 3 or 4 years. 

I submit, Mr. Chairman, that this subcommittee, as it did before, 
should take ‘‘the bull by the horns,” stop quibbling about this thing— 
we never did—and meet this head on. This is a serious and dangerous 
matter. To pretend otherwise is for some other purpose than the 
national safety and the traffic safety of flying people. 

As to this business of what the airlines people pay, I agree with my 
friend Mr. Rooney and Mr. Thomas—certainly these airlines are not 
paying their way on this thing. Why? I don’t know. We can go 
into that later. That is secondary to the fact that we need the 
airport. We need it badly. Two years ago was too late. 

Mr. Yates. Is what he says true, Mr. Lee? 

Mr. Fioop. Did I say anything that wasn’t true? 

Mr. Yarss. I would like to know whether or not the condition that 
he describes is actually present at the airport today? 

Mr. Fioop. Certainly it is. 


AIR AND GROUND TRAFFIC CAPACITY LIMITS 


Mr. Lez. We are up to the limit of our capacity at the presell 
time. We have two limits on our capacity. One is just the landing 
area itself, the runways and taxiways, and the other is the ground 
space and the gate positions. There have been some steps whicli 
have helped us, but congestion is pretty bad. ave 

We have increased the air capacity recently by the adoption ° 
these radar methods of control which I mentioned, which are thé 
most modern in use anywhere in the world. I think that we are able 
to take care of all the traffic in the air at the present time that 
can take care of on the ground. 
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\ir. Yares. If what he says is true, why do you propose to increase 
it 15 percent? 

Mr. Lex. I say, we can take care of the traffic in the air. What 
we need is increased ground facilities at the present time. 

Mr. Yares. Didn’t you testify earlier that you were going to 
increase loading by another 15 percent, that instead of having 40 
planes per hour you would go to 46? 

Mr. Ler. That is right. 

Mr. Yares. Doesn’t that relate to the capacity of both the sky 
and ground? If the condition that Mr. Flood describes is there, why 
put in more capacity? 

\ir. Lez. We think we have the air capacity now through the use 
of these methods that we have here. 

Mr. FLoop. The fact still remains—I am not trying to embarrass 
vou, Mr. Lee, I have too high a regard for you—my personal opinion 
is regardless of what you say, I sav for the record I think you agree 
with every word I say. I haven’t talked it over with you. I know 
you and your people at CAA, and I think every man jack of you think 
[am right. You want another airport and you want it quick. You 
wanted it 2 or 3 years ago. You come in here and say that you want 
X dollars to press the limit to the danger point with additional 
mechanical contrivances, additional aids of navigation, pressures on 
additional skills of your very capable people, those are the things we 
are calling on. The margin for error barely exists today. Actually 
there is no margin for error at the Washington National Airport today. 
It certainly will be wiped out if it exists. I don’t think it exists at all. 
It certainly will be down to the demarcation line if you must do what 
you want to do in this request. 

The reason I think you want to do it is because you are in such 
bad shape over there that you are grasping for straws, that this is an 
——- you want. It is another airport you need and nothing 
else. 

Mr. Yarrs. Would the gentleman yield so I can get an answer 
tomy question? If what Mr. Flood says is correct, and he says you 
agree with him, why do you want six more flights instead of staying 
with your present capacity? 

Mr. Len. It is the only thing that can be done immediately in the 
Washington area to take care of the growth which we are antici- 
pating, the demand which we feel is there. 

Mr. Yares. Won’t six more flights reduce your safety factor? 

Mr. Ler. No. We feel we can handle that in the air with the 
present. techniques that we have. 

Mr. Yares. Do you disagree with Mr. Flood? 

Mr. FLoop. He is not disagreeing with me. He is just acting out 
of an abundance of caution. 

Mr. Yarus. If he is acting out of an abundance of caution, he 
would agree with you. 

Mr. FLoop. Off the record. 

(Discussion off the record.) 


BURKE AIRPORT 


Mr. Rooney. Is it not the fact that presently there is a million 
dollars’ worth of Government property, the title to which is in the 
ederal Government out here at Burke, Va.? 
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Mr. Ler. Approximately $850,000. 

Mr. Rooney. Has some of it been sold? 

Mr. Ler. No. Of the million dollars appropriated by the Congres: 
approximately $150,000 was spent on topographic surveys an 
engineering studies of. the site. 

Mr. Roonry. We have $850,000 worth of property, and we haye 
already spent $150,000 in connection with surveys? 

Mr. Ler. That is right. 

Mr. Preston. Are there any further questions? Mr. Flood, hay» 
you finished? 

Mr. Fioop. I just want to add this. I am against your doing 
anything further to that airport. I don’t interfere with your plans 
I do not want to vote to give another dime to development further o| 
the Washington National Airport until appropriations are made fo 
construction to start upon a national airport at Burke, Va. _ I don’ 
want to cross the river at Andrews Field. I don’t want it at Friend- 
ship. I think it should be at the Burke area. It has been justified 
before the subcommittee for years. I am not inclined to go into it 
again. Thatismy position. I would like the Congress to immediately 
act on it. There is no reflection upon your request. You are doing 
the best job you can. I know your position. 


AMORTIZATION OF FACILITIES 


Mr. Cievencer. Mr. Chairman, it is a little hard to get back on 
the ball again as to what we were talking about. Hangars wear 
out and various other things happen to material. Have you a depre- @ may 
ciation account to maintain these facilities that the airlines are using? 7:30 
1 don’t see it here. wou 

Mr. Sterner. We amortize the hangars over a 40-year period with 
2% percent interest. That was agreed upon at the time the moneys 
were appropriated. 

Mr. CLeveNGER. Will the hangars last 40 years? 

Mr. Srerner. Yes. These are based upon the Internal Revenue | 
estimates for periods of depreciation. They are steel and concrete 
hangars. a 

Mr. CLevENGER. You have maintenance of aprons, runways, and 
that sort of thing to keep up. Is there adequate coverage of that’ 

Mr. Grirrin. We haven’t amortized any of the ramp areas or the 
runways. 

Mr. CLevENGER. That is just a recurring expense to the Govern] 
ment? 

Mr. Grirrin. Yes. | 

Mr. CLevencer. Regardless of all that Mr. Flood has said about "ase 
the second airport, as long as you can get 15 percent increase in here, Burk 
why not do it? We haven’t the Burke Airport, and we couldn’t haveqj- M. 
it in less than 3 or 4 years. rene 

Mr. Lex. That is correct. 

Mr. Cievencer. What is the use of us talking about something 
we can’t have? If you can get an additional 15 percent, I see 29 
other reason, with the figures of growth you have here, for you ' 
follow any other course than to use this present field to the mast 
mum, That is better than landing them out in a cow pasture where 
the ground is rough. 

Mr. Luz. Yes, sir. 
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\ir. CLEVENGER. I do think that they ought to be made to pay 
ther way. I think that perhaps 2% percent is not enough to restore 
the paving. I voted for funds for that for several times, and im- 
proving aprons and runways. 

' Mr. Rooney. And for improving the fuel- 

\Ir, CLEVENGER. Yes. Without any passion, or oratory, I want 
io help you all I can in your present situation. Are these contracts 
al] such that you couldn’t step them up? 

“Mr. Grirrix. We can adjust them, as is called for in the contract. 

\[r. CLEVENGER. It is called for. You could do that without wait- 
ing 4 vears — 

\Ir. FLoop. Will the gentleman vield? 

\lr. CLEVENGER. For a question, not for a speech. 

\fr. FLoop. I will withdraw my request because it is a speech that 
{ wanted to make. 

\lr. Preston. At this point, let the Chair announce that these 
hearings will be concluded about 4 o’clock in the afternoon, and | 
vant to see that each member has equal time. 

Let me make this further observation, that we had this airport up 
inder the general bill. We have a supplemental item before us, and 
not the matter of these facilities and how much revenue they produce. 
| think we should confine the questions to the matter of the supple- 
mental rather than the overall thing. 

\lr Clevenger, go ahead. 

Mr. FLoop. Most of it is the supplemental I am talking about. 

\lr. CLEVENGER. I see no other way but to make use of this to the 
maximum, with safety. Even though you were starting tomorrow at 
7:30 to build the Burke Airport, you would still need these facilities, 
would you not? 

Mr. Ler. Yes, sir. I think we could thoroughly justify increasing 
this capacity of Washington National, first, on a time basis, and, 
second, on a convenience basis. Timewise, we can get this increased 
capacity in a much shorter period of time than we could in building a 
lew airport. Second, as I said, Washington National is right near 
the heart of the Capital. It will continue to be used for its maximum 
capacity for the convenience of everybody. 

Mr. FLoop. Will the gentleman yield for a question? 

Mr. CLevencer. I will yield back my time and let somebody else 
talk. I think I have my mind made up. 


ESTIMATE OF COST OF CONSTRUCTION OF BURKE AIRPORT 


Mr. FLoop. How much will it cost, Mr. Lee, how much can you 
reasonably utilize in the first year to construct a new airport at 
Burke? In round numbers, what could you utilize the first year? 
Mr. Ler. Mr. Flood, could I give you our reestimate based upon 
present-day costs of the basic first-stage airport at Burke which, if 
you will recall, consisted of 2 runways, 1 north-south of 7,000 feet, 
| east-west of 6,000 feet, a ramp area, and a temporary terminal 
building, 

Based on today’s approved engineering rates, that will cost approx- 
imately $16 million total. 

Mr. FLoop. How much would you need the first year? 

Mr. Preston. Why don’t you let him insert that in the record? 
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Mr. Fioop. Mr. Chairman, I propose to make a motion befor» 
this committee—this is a supplemental appropriation bill dealins 
with the development of that airport, and I propose to make a motio) 
before this subcommittee to have whatever funds are necessary, | 
want both things done. I want to give this man what he needs today. 
that he must have, as Mr. Clevenger-—— . 

Mr. Preston. I yielded to you for a question, not a speech. \f; 
Lee, will you give him your best estimate. 

Mr. FLoop. I am telling you what I am going to do—— 

Mr. Preston. I fully recognize what you are doing. 

Mr. Ler. The best quick estimate I would make of the requirements 
in the first year would be about $1 million for land, an additional mi- 
lion dollars, and about $9 million for construction work and engineer. 
ing, making a total of $10 million. 

Mr. FiLoop. For the first year? 

Mr. Ler. Yes, sir. 

Mr. Preston. Mr. Bow. 

Mr. Roonry. May we have inserted at this point m the record a 
statement from the hearings of back 4 or 5 years ago, whenever it was, 
as to the estimated cost of Burke Airport at that time? 

Mr. Preston. I think it would be interesting to have those figures 
In response to what Mr. Rooney has requested, I will request you to 
insert the information. 

(The following statement was submitted for the record:) 


EstimaTED Cost oF BURKE AIRPORT AS SUBMITTED IN FiscaL YEAR 1932 


The estimate submitted for fiscal year 1952 was to provide a basic minimum 
facility, primarily 2 runways and a temporary administration building at a cost 
of $14 million. To provide for additional runways, hangars, a permanent terminal 
building, fuel system, and other needs would have required up to $38 millior 
Requirements for a similar airport development will probably be higher now be- 
cause of a general increase in building costs. 

Mr. Fioop. Mr. Chairman, will you please instruct the clerk of the 
subcommittee to prepare for me a proper motion that I may present 
before this subcommittee, that I may move at the time you see fit, 
and the language that is presented to me through the motion by your 
clerk, to insert at this point in the supplementary budget the necessary 
funds that Mr. Lee and the clerk will decide should at this point be 
added for the purpose of beginning immediate construction of 4 
national airport at Burke, Va. unde 

Mr. Preston. Such a motion will be available at the period of the H Sury 
markup. the ¢ 

Gentlemen, there is a rolleall vote on the military construction bil (T 
What is your wish? Would you like to come back? 


CAA POSITION ON AN ADDITIONAL WASHINGTON AIRPOR! 


Mr. Mituer. The only question I have can be filed in the record 
later. In view of the discussion about the need for an additional 
airport, I would appreciate a statement in the record as to the position 
of Mr. Lee and his group as to why that should be done by Federal 
financing rather than private financing. That is the only question | 
have. 

Mr. Preston. In other words, instead of the plan proposed by the 
President’s committee 
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Mr. Mriter. What is the objection of letting it be done as it is in 
anybody else’s city. 

\ir. Bow. That is the President’s recommendation, is it not? 

Mr. Preston. Yes. Will you insert in the record at this point a 
statement as to your position, the CAA, concerning the proposition 
of whether it should be wholly Federal funds or according to the terms 
of the plan set out in the report to the President by his Committee? 

(The following statement was supplied for the record:) 


CAA PosiITION ON A SECOND WASHINGTON AIRPORT 


The position of the Civil Aeronautics Administration is, of course, governed by 
the findings of the Committee appointed by the President to consider the airport 
needs of the Washington area. We support the plan of exploring to the fullest 
extent the possibility of obtaining local financing for a second airport, recognizing 
the special characteristics and the multiple local governmental jurisdictions in 
the Washington metropolitan area. 

Mr. Preston. Gentlemen, I think the question before the com- 
mittee is whether the appropriation should be granted. We will not 
go into the details of the figures. 

Mr. Roonry. The figures are pretty loose, Mr. Chairman, such as 
this $800,000 in connection with the fuel system. 

Mr. Preston. Is it agreeable to let the committee consider these 
individual items in executive session? Is there any objection to that? 
Thank you, gentlemen. 


Monpay, JUNE 27, 1955. 
Unitrep States Coast AND GEopETIC SURVEY 


SALARIES AND EXPENSES 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

CAPT. I. E. RITTENBURG, ASSISTANT DIRECTOR FOR ADMINIS- 
TRATION 

fF. EL. THOMPSON, BUDGET ANALYST 


Mr. Preston. The committee will come to order. The next item 
wider House Document 171 is an item for the Coast and Geodetic 
survey. This is a request in the amount of $159,000. We will insert 


the entire justification in the record at this point. 
(The justification referred to is as follows:) 


DEPARTMENT OF COMMERCE 
Coast AND GEODETIC SURVEY 
(H. Doe. 171) 


Salaries and expenses, Coast and Geodetic Survey 
Request $159, 000 
Appropriation to date (fiscal year 1955) , 200, 000 
Obligations to Apr. 30, 1955 , 939, 270 
Expenditures to Apr. 30, 1955_..___._.___________- 7, 268, 041 
Budget estimate next fiscal year 10, 400, 000 
Employ ment: 

Average number, current appropriation 

\ctual employment Apr. 30, 1955 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For increased pay and allowances of active and retired commissioned office; 
Public Law 20, 84th Congress, (Career Incentive Act of 1955). 


APPROPRIATION LANGUAGE 
“SALARIES AND EXPENSES, COAST AND GEODETIC SURVEY 


“For an additional amount for salaries and expenses, $159,000.” 


SALARIES AND EXPENSES, Coast AND GEODETIC SuRVEY, DEPARTMENT oF 
COMMERCE 


Amounts available for obligation 


1 


Presently Revised 
available | estimate 


Appropriation or estimate-_---- a i $10, 400, 000 $10, 559, 000 
Reimbursements from non-Federal sources. _- i235. 16, 100 | 16, 100 
Reimbursements from other accounts. -- . sindenectiaiadene , 409, 500 | 1, 409, 500 | 


Obligations incurred _- eee __.| 11,825,600 | 11, 984, 600 | 4.159. 00 


Obligations by activities 


Presently Revised 


Descriptio ‘ ‘ 
escription available | estimate 


Differs 


Direct obligations 


. Surveys and charts for marine and air navigation_ -- sac) 96,708,100 $6, 799, 100 +-$91, (4 
2. Geodetic control Sea Ratan a 2, 474, 300 | 2, 494, 300 | +20, OW 
3. Earthquake investigation. _- ee? go eee ee | 142, 000 143, 000 | +1, Oy 

. Instrument services _ _- ; 217, 800 | 217, 800 |.. . 

. Retirement pay, commissioned officers. _-------- aa 382, 300 | 421, 300 4.39. (My 

NS aaa iE Sacaakl 475, 500 | 483, 500 | +8, (0 


Total direct obligations. .........----- te : | , 400, 000 10, 5 059, 000, | +159, (WM 


Obligations payable out of reimbursements | 
| 
Reimbursements from non-Federal sources: 
1. Surveys and charts for marine and air navigation_-- 13, 400 
2. Geodetic control ial tina aaheaiparas «ttle. tds tire srg ie 2, 700 
Reimbursements from other accounts: | 
1. Surveys and charts for marine and air navigation : , 326, 400 
2. Geodetic control eee re ES pee 32, 300 32, 300 
4. Instrument services sid ae al eae aaa 15, = 15, 000 


| 
2, 700 
6. Administration . : x = 35 z= 35, 800 eas 


0 _ 


, 326, 400 


Total obligations payable out of reimbursements , 425, 600 | |---- 


Obligations incurred____--------- _| 11,825,600 | 11, 984, 60 | +159, 000 





Obligations by objects 


Object classification 


Summary of personal services 


imber of permanent positions- -__-_- 


|-time equivalent of all other positions--_. 


e number of all employees 
of employees at end of year 


onal service obligations: 
Permanent positions y 
Positions other than permanent: 
Part-time and temporary 


Crews of vessels 


vment above basic rates delighend «2 OEE 
wance for subsistence and quarters for commissioned 


ret 


officers 


lar pay in excess of 52-week base - - -- 


| personal service obligations 


Direct obligations 


i] services__-. ca 


portation of things_- 
munication services 
sand utility services-- 
ting and reproduction 
r contractual services 


Services performed by other agencies- 


Repairs of vessels- 


Rations, crews of vessels 


ipplies and materials_- 


Chart and bond paper 
hipment 


ers) 


s and assessments 


ubtotal 
r quarters and subsistence - 


otal direct obligations 


isions, annuities, and insurance claims (pay of retired 


« payable out of reimbursements from other accounts 


sonal services _- 


Trav 


t 


lransportation of things 
(¢ mmunieation services 


Re 


and utility services 


her contractual services 
Services performed by other agencies-__. 


Repair of vessels 


Rations, crews of vessels 


Supplies and materials 


Chart and bond paper. 


Equipment 


other accounts _ - 


Obligations incurred 


Presently 
available 


1,614 | 
493 | 


1, 869 
1, 876 


$6, 697, 800 | 


128, 200 
1, 508, 900 


22, 400 | 
148, 400 


314, 200 | 


7, 784, 200 
563, 900 
116, 400 

65, 200 


91,000 | 


90, 000 


84, 600 | 


48, 200 


175, 000 | 
170, 800 | 


564, 100 
50, 000 
118, 700 


382, 300 
12, 000 


10, 406, 400 


—6, 400 | 


10, 400, 000 


945, 700 | 


14, 200 


8, 500 | 


500 
7, 000 


4, 600 | 


1, 500 
56, 000 


32, 000 | 


95, 600 
230, 000 


i] obligations payable out of reimbursements from | 
| 1, 425, 600 


11, 825, 600 


8, 819, 900 


30, 000 | 


Revised 
estimate 


1,614 

493 
1, 869 
1, 876 


$6, 809, 800 | 


128, 200 
1, 508, 900 | 

22, 400 | 

150, 400 


320, 200 
8, 939, 900 


7, 994, 200 | 
563, 900 | 
116, 400 
65, 200 
91, 000 
90, 000 
84, 600 

48, 200 


Ditference 


+-$112, 000 


+2, 000 
+6, 000 


-+ 120, 000 


+120, 000 


175,000 |__. 


170, 800 | 
564, 100 | 
50, 000 | 
118, 700 


421, 300 
12, 000 

10, 565, 400 | 
—6, 400 

10, 559, 000 | 


945, 700 
14, 200 
8, 500 
500 
7, 000 
4, 600 
1, 500 
56, 000 
32, 000 
95, 600 | 
230, 000 | 
30, 000 


11, 984, 600 | 


1, 425, 600 | 


+-39, 000 


+159, 000 


+159, 000 


+159, 000 
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JUSTIFICATION 


CAREER INCENTIVE ACT OF 1955 (PUBLIC LAW 20, 48TH CONG.) 
the Career Incentive Act of 1955 provides changes in pay and allowances for 
Peltbers of the uniformed services previously prescribed by the Career Compen- 
ation Act of 1949 (63 Stat. 804). This act was effective April 1, 1955, and in- 
reased the pay of both the active and retired commissioned officers of the Coast 

‘ Geodetic Survey as shown below: 





Number of 

positions 

Rank requested, 
1956 budget 

estimate 


Percentage 
of inerease 





Active pay: 
Admiral, upper and lower half Sees 2 | he $2, 203 
Captain core caine ‘ ‘ 2. 20, 400 
Commander. .----- ‘ASRS RE SE A eas i . 49, 935 
Lieutenant commander patie acini ice te iiacanne | le 12. 305 
Lieutenant ------ 0 | 13, 429 
Lieutenant junior grade i . | 23 | 5.1 | 13, 083 
Ensign | 2.7 | 1, 255 


a atl as ws Sais nies Indl piedeene | = 1 1° 0M 


Retirement pay: Retired officers (70) -.............-.-.-----.- | 9 ? 39, 000 
Allowances: , 
IU I te se cee anaebaekekaeneaeem sti chiakereeEKas 6, 000 
EE IE sire bainwenhiinseetnibnenndnseSebecdnctecel sieesnyendwenn 2, 000 


| 
| 
pee err ass 


a i i ee Rea Raa Aes wee 


8, 000 





RE a BE WORE TIE, 6 6 dn ckincccndccniccnsiismcnncesncsens | sonia tilings 159, 000 


CAREER INCENTIVE ACT OF 1955 


Captain Rirrensura. This request is made necessary by the 
passage of the Career Incentive Act of 1955, which applies to the 
commissioned officers of the Coast and Geodetic Survey. 

The total request is for $159,000, made necessary by this act, as 
follows: $112,000 for increased pay to the active commissioned 
officers, $39,000 for the increased retired pay, and $8,000 for the 
miscellaneous increases, broken down into $6,000 for dislocation 
allowance and $2,000 for increased flight pay. That is according to 
the provisions of the Career Incentive Act passed by the Congress. 

Mr. Preston. What is the number of the public law? 

Captain Rirrensure. It is Public Law 20, 84th Congress. 

Mr. Rooney. I don’t think there is much we can do about this, 
Mr. Chairman. 

I have one question. If this money is appropriated, it will be used 
solely and only for the purpose of carrying out the provisions of 
Public Law 20, 84th Congress, and for no other purpose? 

Captain Rirrensura. Yes, sir. 

Mr. Preston. Thank you, Captain. 
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Monpay, JUNE 27, 1955. 


MARITIME ADMINISTRATION 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

CLARENCE G. MORSE, MARITIME ADMINISTRATOR 

CAPT. WALTER C. FORD, DEPUTY ADMINISTRATOR 

THOMAS B. STAKEM, JR., ASSISTANT TO THE DEPUTY ADMINIS- 
TRATOR 

J. J. MCMULLEN, CHIEF, OFFICE OF SHIP CONSTRUCTION AND 
REPAIR 

L. F. NICHOLS, BUDGET OFFICER 


Suip CoNstRUCTION 


Mr. Preston. The committee will come to order. The next item 
under House Document 171 is an item for the Maritime Administra- 
tion. 

The first item is the justification under the heading, ‘Ship Con- 
struction, Maritime Activities, Department of Commerce,’ an amount 
in the sum of $12,650,000 for the construction of a nuclear-powered 
merchant ship. 

Mr. Secretary, who wishes to speak to this item? We will be glad 
to hear you at this time on this item, Mr. Chairman. 

Mr. Morse. I have a prepared statement which I would be pleased 
to read. 

Mr. Preston. Very well, Mr. Chairman. You may proceed with 
your statement. 

GENERAL STATEMENT 


Mr. Morse. The budget estimate for funds for the construction of 

a nuclear-powered merchant ship is submitted in support of the 
President’s announcement on April 25, 1955, that it was his desire 
that the United States add to its program for peaceful uses of atomic 
energy an atomic-powered merchant ship. 
The construction of this ship contemplated a twofold purpose. 
First, it will furnish construction and operating experience for the 
future development of this type of power for the American merchant 
marine, and, secondly, the new ship will be used to demonstrate to 
people throughout the world the peacetime use of atomic energy 
harnessed for the improvement of human living. 

lhe Atomic Energy Commission and the Maritime Administration 
are currently engaged in developing plans and specifications for this 
ship. Present plans provide for the Maritime Administration con- 
structing the hull of the ship, selecting and training a crew, and 
operating the ship when it is put into service; the Atomic Energy 
Commission procuring the main and auxiliary propulsion machinery 
and the reactor compartment equipment. 

We believe that the first objective—that of demonstrating the 
‘pplication of a nuclear-power reactor to the driving of a surface 
ship should be accomplished with the least possible delay. For this 
reason, it is planned to utilize a nuclear powerplant of a type which 
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has already been engineered for ship propulsion, that type being tp 
one developed for the submarine Nautilus which has already success. 
fully undergone a considerable portion of its trials. 

The propulsion unit to be used in the proposed ship will include al 
of the several improvements which have been made in this type of 
nuclear powerplant. It is believed that this will prov ide the quickest 
way of activating a program of this type to gain experience in design, 
construction, and operation of a surface ship under nuclear propulsion 

We have recently received a summary report from the Engineering 
Research Institute of the University of Mic ‘higan—that is a technic ‘al 
group which specializes in studies of this charac ter; they are special- 
ists in nuclear energy —which states that the results of an independ 
evaluation of nuclear ene rgy to marine applications, made mg a 
special study group at the University of Michigan, has demonstrate 
that it is technically feasible and safe to construct and Operate mer- 
chant ships powered by nuclear reactors. 

The report further states that the economic considerations for suc] 
a ship due to their complexity can best and possibly only be determined 
and evaluated with accuracy after construction and operation of one 
or more ships. 

The engineering studies made by this group were limited to present 
available nuclear equipment and processes requiring no or only 
minor modifications. The report further stresses that by adapting the 
type of reactor used in the Nautilus to merchant shipping measurable 
progress can be readily achieved, with such progress lying in technical 
advancements, economics, reliability, safety, and leadership. 

This project will permit ascertaining important facts as to operating 
reliability, length of service of various components of the reactor, 
and operating characteristics of a nuclear-propulsion plant for best 
performance. It will permit us to gain experience with requirements 
for protection of the crew and the types of training needed. All of 
this has led us to believe that the use of the latest model of an already 
proven type of reactor will in the long run shorten the time for reach 
ing the ultimate goal of fleets of economic nuclear-powered merchiant 
ships. 

It is estimated that it will require approximately 24 to 30 months 
to construct the nuclear powerplant and the ship, conduct the neces 
sary testing, and train a crew for handling the new type of vessel. 

The second phase of this program is that of initially utilizing th 
ship as a means of demonstrating through the use of exhibits, motion 
pictures, lectures, and other devices the peacetime uses to whitl 
atomic energy has already been utilized. As an atomic exhibit, the 
ship will carry to people in many lands practical knowledge of t! 
usefulness of this new science in medicine, agriculture, and powe 
production. In effect, this ship will serve as an ambassador of th 
United States in demonstrating its program for the development 
atomic energy for peace and progress. 

This ship will also serve a very useful function in providing train 
for the new kinds of technicians required for the nuclear merchat! 
fleets of the future. With this type of ship on the seas the technic 

can learn by actual experience how to solve the operating an te 
of shipboard nuclear powerplants. 

The estimate for the Maritime Administration’s portion 0! (4 
cost of constructing this ship is $12,650,000. Funds for the cost | 
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construction and installation of the atomic reactor and propulsion 
machinery are to be financed by the Atomic Energy Commission. 

\lr. YArEs. Do you know that amount? 

Mr. ieamink $21 million. 

\Mir. Yares. You know the Nautilus cost much more than that? 

Mr. Morse. We know it is about five times the aggregate cost of 
the ship. 


PROPULSION MACHINERY TO BE PROVIDED BY ATOMIC ENERGY 
COMMISSION 


\ly, Preston. It seems to me that the statement that you have 
just read is in contradiction of the matter you gave me a moment ago 
when we were discussing this matter off the record. 

| think maybe at this point we ought to settle the question. The 
money you are seeking now is for the hull alone? 

\r. Morse. That is right. 

\lr. Preston. And its fittings other than the reactor? 

Mr. Morssr. That is correct. The reactor and the propulsion 
machinery are to be provided by the AEC. 

\Ir. Preston. With funds from the AEC? 

\lr. Morsz. Yes, sir. 

\Mr. Preston. Proceed. 


DISPLACEMENT OF SHIP 


Mr. CLevencEr. How large displacement is this ship? 


Mr. McMutuen. It is a version of the Clipper class. It has a full 
load displacement of 16,900 tons. That would give a dead-weight 
total as a straight cargo ship of 10,890 tons. However, it will be 
modified for this particular purpose, and will include such things as 
exhibit space, a theater, which will naturally detract from the total 
amount of cubic available for cargo. 

Mr. CLevenGcrerR. I was thinking for a ship of that displacement, 
unless the construction cost is unusually expensive, it is much more 
than for a merchant ship of that type to run at high speed. 

Mr. McMuuuen. We based the cost calculation on data which we 
had available to us as a result of past experience. The total amount 
of $12,650,000 includes $9,600,000 for construction of the ship itself. 

The other money included there involves $1,450,000 for detailed 
working plans and for contract plans and specifications, and also some 
5200,000 for the development of safeguards and refueling equipment. 
In addition to that, there is also money requested for the training of the 
crew. This is another $800,000. “Administrative expenses”’ is another 
‘000,000. Actually, the ship itself will cost $9,600,000, without the 
machinery, 

USE OF THE MARINERS 


Mr. CLevencer. Did you ever think of using one of the Mariners, 
\o find a way of getting rid of them? 

Mr Morse. Ww e thought of that and discarded the idea. We think 
the Mariners are excellent ships for military purposes. Rather than 
i at a way to get rid of them, we are looking for ways of retaining 

m in our laid-up fleet, or having them used by MSTS. 
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The second reason is that we would not anticipate there would be» 
any very substantial saving in the cost of converting the Mariner to 
this type of ship as compared with building a new hull from scrate} 

Mr. SHELLEY. Why? 

Mr. Morse. I will have our technical man answer that. 

Mr. McMutten. One of the first things you can contemplate in , 
conversion of this type is that your cost will run 25 to 35 percent 
higher than the cost of new construction. 

If you took a Mariner, you would have to remove all the equipment 
in the ship, because you can’t use any of the present equipment jn 
connection with the nuclear reactor. 

This would represent man-hours and money expended, plus the 
loss of the equipment as such. 

Mr. SHELLEY. What about auxiliaries? 

Mr. McMutuen. Most of it would have to be changed. You see, 
the steam conditions for a nuclear reactor are much lower than the 
present boilers in the Mariner. That means you would have to rip 
out everything complete in the ship. 

Furthermore, you would then have to go about changing the struc- 
ture considerably in order to make provisions for the shielding, both 
the primary and secondary shielding, involved with the reactor. 

Then, you would come to the matter of the quarters and accommo- 
dations. In order to suit the requirements for this particular type of 
ship you would have to practically renovate the entire ship. 

Looking at it from an overall cost standpoint, plus the fact that you 
are losing a potential in the reserve fleet, it appears that it would be 
less and be much better to completely start with a new ship, sir. 

Mr. Yates. How many tons is a Mariner? 

Mr. McMutten. The total deadweight of the Mariner is 21,093 
tons. There was another consideration, too, in the fact that the pro- 
pulsion plant with the STR reactor that we contemplated using in 
this, the President’s merchant ship, did not have sufficient horsepower 
in order to propel the present Mariner at its speed of 20 knots. 

Mr. Yates. Isn’t that a factor for not using that propulsion unil 
in a ship of this type? You are going into a ship of 16,000—— 

Mr. McMvt en. It isa smaller ship. Therefore, the speed will be 
higher. Actually, you see, we are modifying the Clipper design which 
has a horsepower requirement of 12,000 shaft horsepower. With the 
reactor, we contemplate obtaining somewhere about 12,500 to 13,000 
shaft horsepower. That will give us a speed in excess of 18 knots for 
the ship as built. 

If you took the same plant and put it in the Mariner, since the horse- 
power requirements of the Mariner are 20,000 shaft horsepower, the 
speed would be substantially reduced below the present speed of 2) 
knots. 

OPPOSITION BY ADMIRAL RICKOVER 


Mr. Yates. Did I read that Admiral Rickover was opposed t 
building this ship? 

Mr. Morsz. Yes, sir. I also heard Admiral Rickover give c0t- 
trary testimony in another hearing. 

Mr. Yates. He gave two different stories? 

Mr. Morse. That would be my conclusion. 
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Mr. Yatres. The story I saw in the newspaper was that he thought 
there were better current uses for reactors. 
Mr. Morse. I heard Admiral Rickover before the Bonner com- 


mittee—— 
Mr. Preston. Let us get the general statement, first. 


ITEMS INCLUDED IN ESTIMATE 


Mr. Morse. Included in the estimate for the Maritime Adminis- 
tration’s share of the cost is the design and construction of the hull, 
shielding, outfitting, and preparing the ship for operation, which 
includes the training of the crew. In the budget estimate submitted, 
it is estimated that the design, preparation of contract plans and 
specifications, preparation of detailed working plans, design and 
development of safeguards and refueling equipment and construction 
will approximate $11,250,000. Eight hundred thousand dollars is 
required for training of the ship-operating crew over the 24- to 30- 
month period that the ship will be under construction and $600,000 
for expenses of administering the Maritime Administration’s portion 
of this joint project. 

While the characteristics for this new ship have not been completely 
finalized with the Atomic Energy Commission, sufficient progress has 
been made in the planned development of a ship which has served as 
the basis for this estimate. For this purpose the Clipper class ship 
has been selected with modifications as necessary to accomplish the 
desired purpose. 

We have prints here of the Clipper-type craft which is contemplated 
for this use. 

This class ship was selected as being the size which would be 
required for the installation of the planned propulsion plant. The 
estimate contemplates provision for a radioisotope training school, 
unclassified library, radioisotope exhibit, moving-picture theater, exhi- 
bition space, and a dispensary, with all space air conditioned. 


TRAINING OF CREW 


The estimate for training the ship operating crew contemplates 
producing a trained basic engine and deck crew of 23 to 27 members. 
We have been informed that in the conduct of a training program of 
this type that we can expect high attrition and we therefore have 
applied a factor of 50 percent in developing the estimated cost to 
assure, upon completion of the ship, retention of the desired number 
of fully trained crew members needed to operate the ship. 

lraining will go underway immediately upon approval of funds for 
the project and will start at the Atomic Energy Commission power- 
plants at Arco, Idaho, and continue over a 2-year period until the 
ship goes into operation, with interim training provided at the plants 
of the machinery manufacturers and on the ship as it progresses under 
construction, Approximately 6 months would be required for basic 
training. Thereafter they would go to the Arco plant for 6 months 
in the operation of this land-based plant. They would then have 
another 3. to 6 months’ training at the plants manufacturing the 
reactor and machinery. Then they would go to the shipyard during 
-~ one when the machinery and reactor were being installed in 

he s lp. 


63859—_55———_56 


bn tid if §7684..64 


3 
; 
} 


es 


44284 @ eubttarviég & 





880 
ADMINISTRATIVE EXPENSES 


Administrative expenses for this project are estimated at approxi- 
mately 5 percent. This gives recognition to the fact that detailed jn. 
spection and plan-approv val costs will be extensive and much higher 
than normal experience on the construction of conventional- -type 
ships. In addition, the high degree of developmental work involved 
will require the acquisition of additional staff with specialized skills 
in this new field. 


Maritime TRAINING 


The second item in this appropriation request is for $115,000 for 
Maritime training with a further provision for an increase in the limita- 
tion in the Department of Commerce Appropriation Act, 1956, for 
Maritime training on the amount available for transfer to the Public 
Health Service for services rendered to the Maritime Administration. 

This proposed supplemental appropriation is needed to provide 
funds for increased pay for uniformed members of the United States 
Maritime Service at the United States Merchant Marine Academy 

t Kings Point, N. Y. 

These increases have already been authorized in the Career Incen- 
tive Act of 1955, effective as of March 22, 1955, the costs for which in 
fiscal year 1955 have been absorbed within available appropriations 
for maritime training. 

The Comptroller General in decision B-115145 has ruled that sec- 
tion 509 of the Career Compensation Act of 1949, as amended, operates 
as a positive statutory prescription of the rates of pay and allowances 
set forth in titles II and III of the 1949 act for enrollees of the Maritime 
Service. 

Since the Career Incentive Act of 1955 did not amend section 509 
of the 1949 act, the rates of pay and allowances as amended by the 
Career Incentive Act of 1955 are therefore applicable to the enrollees 
of the Maritime Service. 

Mr. Rooney. What do you mean by an enrollee of the Maritime 
Service? 

These are not the undergraduates? 

Mr. Morse. No. They are mostly instructors and maintenance 
people. 

A table has been submitted in the justification which outlines the 
manner in which the amount requested has been determined. The 
estimate is based on 266 billets actually filled as of March 22, 1955. 

The United States Public Health Service through transfer of funds 
from the Maritime Administration supplies medical services at the 
Merchant Marine Academy at Kings Point. In the past when adjust- 
ments were made in the Career Compensation Act, the Public Health 
Service has absorbed the increased cost in the year in which the in- 
crease became effective, provided the Maritime Administration took 
steps to provide for the increased costs in succeeding years 

Details of the longevity status of the Public Health Service officers 
presently stationed at Kings Point are not available to permit an exac' 
calculation of the increase involved. 

An analysis of the percentage increases within the ranks which ma) 
be involved range as high as 16 percent, therefore it is estimated thal 
as against the $30,000 “presently included in the 1956 appropriatio! 
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bill, approximately $5,000 additional is required for transfer to the 
Public Health Service to cover the increased cost under the Career 
Incentive Act of 1955. 

As a matter of information—this is not in the prepared statement 
and | wanted it in the record, it is felt that the committee should be 
advised that subsequent to the transmittal of the supplemental re- 
quest for funds to cover the increased cost of Maritime service per- 
sonnel resulting from the passage of the Career Incentive Act of 1955, 
the Civil Service Commission has directed that the administrative 
enrollees be converted to the classified service. 

We are now in the process of working out plans for converting these 
positions. ‘ However, it will take some time, since we are requesting 
a decision from the Comptroller General with regard to lump-sum pay- 
ments for leave and the many other problems regarding the establish- 
ment of base rates which are being worked out administratively. On 
the probability that this conversion will be made without loss of pay, 
the full amount of the additional funds requested will be required, 
that is the $115,000 we are talking about. 


JUSTIFICATION MATERIAL 


Mr. Preston. At this point, we will insert in the record the entire 
justification, through page 18. 
(The justification referred to is as follows:) 


“SHip CONSTRUCTION 
“SHIP CONSTRUCTION, MARITIME ACTIVITIES, DEPARTMENT OF COMMERCE 


“For an additional amount for ‘Ship construction’ for design, construction, out- 
fitting, and preparation for operation, of a nuclear-powered merchant ship, 
$12,650,000, to remain available until expended: Provided, That the limitation 
inder this head in the Department of Commerce Appropriation Act, 1956, on 
the amount which may be transferred to ‘Salaries and expenses’ for administra- 
tive and warehouse expenses for the current fiscal year is increased by $200,000.’’ 


Snip Construction, Maritime Activities, DEPARTMENT OF COMMERCE 


Amounts available for obligation 


Presently Revised . 
. ; Me Vifferenc 
available estimate Difference 


\ppropriation or estimate phe eee ee ek = $102, 800, 000 | $115, 450,600 | +$12, 650, 000 
Unobligated balance brought forward 6, 000, 000 6, 000, 000 |. vi 


; Potal available for obligation _- - - ------------------| 108,800,000 | 121,450,000 | +12, 650, 000 
Unobligated balance carried forward 2, 275,000 | —13, 175, 000 | — 900, 600 


Obligations incurred > 96, 525, 000 | 108, 275,000 | +11, 750, 000 
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Obligations by activities 


Presently | Revised 


escriptic . : iff : 
Description available | estimate | Differency 


1. Construction-differential subsidy _......._..__._- : | $42, 450, c00 | $42, 450,000 |___. 

2. Construction of protctype ships_- gdb bidicncpodoe hat (ee 21, 200, 000 

3. Acquisition of tankers_______- Sat a als 22,400,000 | 22,400,600 |_- 

4. Acquisition of cargo ships. __......_..._-- Aeaa 4, 200, 000 | 4, 260, 000 |_- 

5. Research and development_._- . 5, 000, 000 5, 000, 000 |___- 

6. Administrative and warehouse expenses ; ; 1, 275, 000 1, 475, 000 | +-$200, 000 
7. Nuclear ship construction and design | 11, 250, 000 +11, 24 "000 
8. Training of ship operating crew - - .-- 300, 000 | +300) 00K 


Obligations incurred__.....-- OL 96, 525, 000 108, 275, 00 | 4-11, 750, 00 


Obligations by objects 


Presently | Revised esti- | 


available mate Differenc 


Object classification 
| 





07 Other contractual services ; nae , $200, 000 $500, 000 +$300, 000 

Services performed by other agencies-__----_-----.----| 2, 125, 000 2, 325, 000 +200, 000 
09 Equipment ee en me 61, 500,000 | +11, 250, 000 
11 Grants, subsidies, and contributions Sas a 43,950, 000 |... __- 


Obligations incurred Sp eitwe ae’ s 96, 525,000 | 108,275,000 | +11, 750, iu 


DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
(H. Doce. 171) 


Ship construction 
Request $12, 650, 000 


PURPOSE AND NEED FOR THE SUPPLEMENTAL FUNDS 


On April 25, 1955, the President announced that the United States plans to 
add an atomic-powered merchant ship to its program for peaceful uses of atomic 
energy. This project concerns the Maritime Administration and the Atomic 
Energy Commission. It is planned that the Atomic Energy Commission will 
procure and install the nuclear propulsion plant and the Maritime Administra- 
tion will arrange for construction of the ship and its operation when put into 
service. 

Experience to be gained in designing, constructing, and operating the new ship 
and its nuclear power plant will be of great value to the future development of the 
American merchant marine. In addition, the ship will be an atomic exhibit 
providing the world with realistic demonstrations of the benefits of atomic energy 
in the fields of medicine, agriculture, and power production. 

The cost of construction and installation of the atomic reactor and the propul- 
sion machinery is to be financed by the Atomic Energy Commission. This 
proposed supplemental appropriation is needed to provide for expenses of the 
Maritime Administration in connection with the design and construction of the 
hull, crew training, and administration of its part of the program. 


JUSTIFICATION 


The objective of this project is to demonstrate a practical application of 4 
nuclear power reactor—the driving of a surface ship. To accomplish this, it |s 
planned to use a nuclear powerplant which has been engineered for ship propulsion 
and which will include all developments and improvements that have been made. 
The experience to be gained will be invaluable in resolving the particular problems 
of nuclear propulsion for merchant vessels. Important data will be developed on 
operating reliability, the length of service of various components of the reactor, 
the operating characteristics of a nuclear propulsion plant for best performance. 
and the type of crew training required. This construction and operating exper! 
ence will shorten the time for reaching the ultimate goal of providing economicall) 
competitive nuclear-powered merchant ships. 
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The estimate which follows covers the cost of design and construction of the 
hull, shielding, outfitting, and preparing the ship for operation. It does not in- 
clude the cost of propulsion equipment, reactor compartment equipment, or ma- 
chinery auxiliaries, all of which are to be financed by the Atomic Energy Com- 
mission. In summary, the estimate consists of: 


|, Ship construction and design.__._.....----- otnnnSanenicdided eee 
9. Training of ship operating crew 800, 000 
© ACL ne cae pitcrem 600, 000 


Total 12, 650, 000 


1. Ship construction and design, $11,250,000 


The estimate for this item consists of: 
a) Ship construction contracts $9, 600, 000 
h) Preparation of detailed working plans 950, 000 
c) Preparation of contract plans and specifications 500, 000 
i) Design and development of safeguards and refueling equipment_ 200, 000 


Although development of characteristics of the proposed nuclear ship has not 
been finalized, sufficient progress has been made upon which estimates may be 
based. For purposes of this estimate we have selected the new Clipper class cargo 
ship, with modifications as necessary, for use in projecting estimated costs. The 
propulsion plant planned for use in this project will undoubtedly require a ship 
at least comparable in size to that of the Clipper. 

The request for funds includes $9,600,000 for the cost of the hull, secondary 
shielding, outfitting equipment, and design features related to the exhibit pur- 
poses envisioned by the President. It does not include the propulsion plant con- 
sisting of reactor and associated equipment, turbine, gears, shafting, propeller, 
and all auxiliaries, or the installation of this Atomic Energy Commission fur- 
nished equipment. The more important features to be incorporated in the basic 
ship consist of: 

(1) A radioisotope training school consisting of a lecture room, a labora- 
tory, a small office, and a radioisotope storage facility; 
(2) An unclassified library; 
(3) A radioisotope exhibit; 
(4) A moving-picture theater (possible Cinerama, Cinemascope, or Vista- 
Vision) to seat 500 to 1,000 people; 
(5) Exhibit space of approximately 7,500 square feet; 
A MEV Van de Graaf (horizontal generator) ; 
A repair shop for maintenance of models and exhibits; 
Accommodations for 25 or 30 additional personnel; 
Dispensary ; 
Air conditioning for all spaces; 
(11) Passages through the engine spaces and reactor compartment if 
decided to take visitors on tour in these areas. 

In summary, it is estimated that this hull can be built with these special fea- 
tures at a cost of $9,600,000, exlusive of the propulsion equipment. Approxi- 
mately 30 months will be required to construct the nuclear powerplant and the 
‘lp, conduct the necessary testing and select and train the crew for handling 
the new vessel. 

In addition to actual ship construction contracts, funds will be required for 
preparation of detailed working plans; contract plans and specifications; and, 
design and development of safeguards and refueling equipment. Development 
of working plans for an entirely new ship of this type will involve considerable 
engineering development and preparation of detailed plans of many items required 
ior this project. The estimated cost of preparation of the working plans is 
‘400,000. The design of a nuclear-powered ship will present a considerable 
iumber of new problems for such items as the ship’s weight, stability, arrange- 
ments, services, outfitting, etc., all of which will require extensive investigation 
cape cially as regards shielding. It is estimated that $500,000 will be required 
‘or preparation of contract plans and specifications. Funds are equired in the 
amount of $200,000 to investigate, design, and fully develop plans for adequately 
)rotecting shoreside personnel from radio activity while the ship is in port and 
‘0 provide satisfactory nuclear fueling facilities. 
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The principal characteristics of the Clipper class are as follows: 
Length, overall__- 294 E , i feet __ 
Beam, molded Jan getees 33 
Draft __ 4..§ = ERLE 
Sea speed she area ic __knots 


2. Training of ship operating crew, $800,000 


ws 


This estimate is based on producing a trained basic engine and deck crew of 23 
\7 


to 27 members. In developing the estimate, an attrition factor of 50 percent has 
been used. This is based on the high rate of turnover associated with highly 
specialized training of this type. It is planned therefore to begin the programs 
with approximately 50 trainees to provide assurance that the number of comple- 
tions will meet our requirements. Training of the crew will start at Atomic 
Energy Commission powerplants at Arco, Idaho, as soon as the program js 
initiated and will continue over a 2-year period until the ship goes into operation 
Interim training will be provided at the plants of the machinery manufacturers 
and on the ship as it progresses under construction, 

Nuclear-powered merchant ships will require shipboard technicians specially 
trained in this new field. The training proposed herein is necessary in order that 
a competent crew will be available to operate the ship. This program, together 
with actual operating experience, will be of benefit in determining crew require- 
ments and type of training required for the nuclear merchant fleets of the future 


8. Administrative expenses, $600,000 

The pending regular 1956 appropriation request for administrative expenses 
the Maritime Administration makes no provision for any additional personne! or 
funds which will be required in connection with the design, construction, out- 
fitting, and preparation for operation of a nuclear-powered ship. This nuclear- 
powered ship will be constructed wholly for the account of the Government, witli 
the Maritime Administration having full responsibility for all phases of hull con- 
struction, outfitting, and preparation for operation. Additional personnel and 


f 
of 


funds will therefore be required for the Office of Ship Construction and Repair and 


the Office of the Comptroller. 


The following schedule and brief statement reflect the additional requirements: 
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Office of ship construction and repair.— Since the ship wil) be constructed wholly 
for the account of the Government, the Maritime Administration will have fy/| 
responsibility for and control over all contracts covering design, working plans, 
ship construction (including hull and outfitting), and installation of equipment for 
reactor compartment. This will involve engineering, cost, and clerical services 
Because the method of propulsion will differ so radically from any used hereto- 
fore, the hull, outfitting, and machinery will not follow standard patterns and. 
particularly, will require safeguards for protecting seagoing and shoreside per. 
sonnel from radio activity, as well as satisfactory facilities and equipment fo; 
nuclear refueling. All of this will require and generate hundreds of plans and 
revisions of plans, purchase orders, requisitions, and engineering information. 

Field construction offices— A staff of 8 shipbuilding inspectors and 2 supporting 
clerical personnel will be required in the shipyard to conduct on-the-spot inspee- 
tion of the work as it progresses to insure that the ship is being built strictly in 
accordance with the contract plans and specifications, and the approved working 
plans and changes. 

Office of the Comptroller— The field Division of Audits will require five new 
positions. Three will be required at the shipyard (a) to make a continuous 
audit of the prime contractor’s costs allowable for materials, labor, and overhead 
(primarily for purposes of recovering all profits realized by the contractor in 
excess of 10 percent of total contract price, pursuant to profit limitations pre- 
scribed by sec. 505 (b) of the Merchant Marine Act, 1936), and (b) to process 
progress and escalation payments. Under the same profit limitation provisions 
two field auditors will be required to determine net profits and recapture, if any, 
under all subcontracts and subcontracts of subcontracts; this is in accordance 
with recommendations of the Comptroller General and consistent with audit 
practices of the Navy. 

Other objects.— As a direct result of the nuclear ship program, additional] require- 
ments will develop under this category of expense. The msjor portion of the 
increase will be for travel; this will be primarily to establish the field personnel 
at their stations and to cover field trips in connection with inspections, trials, 
financial audits, liaison between design agents and field construction office, ete. 
A lesser portion will be required to cover transportation of household effects of 
transferred personnel, communications costs, reproduction and mailing of bid 
proposals, plans, specifications, contracts, etc., supplies and materials, the Gov- 
ernment’s contributions to the Federal employees’ insurance program and for 
social-security taxes. 


“MARITIME TRAINING, MARITIME ACTIVITIES, DEPARTMENT OF COMMERCE 


“For an additional amount for ‘Maritime training,’ $115,000; and the limita- 
tion under this head in the Department of Commerce Appropriation Act, 1956, 
on the amount available for transfer to applicable appropriations of the Public 
Health Service for services rendered to the Maritime Administration is increased 
by $5,000.” 


MARITIME TRAINING, MARITIME ACTIVITIES, DEPARTMENT OF COMMERCE 


Amounts available for obligation 





Currently Revised Difference 
available estimate 


Appropriation or estimate (obligations incurred) --- - --- ; $2,085,000 | $2, 200,000 | 


Obligations by activities 
inwtens | Presently Revised | ypjgorence 
Description | available estimate | Ditterenc 


! 
Direct Obligations | 
| | 


Appropriated funds: | 
1. Cadet-midshipmen training, Kings Point, N. Y......--| $2,024,000 | $2, 134, 000 | +-$110, 08 
5. Medical services, training activities AES o 30,000 | 35, 000 +5, OM 
8. Training liaison office end Pic sis e 31,000 | 31, 000 


Obligations incurred Sh as ie wits 2, 085, 000 | 2, 200, 000 | $115, OO 
| 
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cee by ovjecte 


Object classification 


Summary of personal services 


lotal number of permanent positions. - - - 


Average number of all employees. 
\umber of employees at end of year 


personal service obligations: 
4 erm inent positions. saa 
ular pay in excess of 52- -week base 
yment above basic rates__..--.---- 


otal, personal service obligations - --- 
Direct obligations 


Personal services._- 
Tr rave a 666 — 
lransports ition of things. Or 352.3 : 
4 ( ‘ommunication services 
Rents and utility services___- 
6 Printing and reproduction- 
Other contractual services 


Services performed by other agencies____ 


(8 Supplies and materials___-__- 

Equipment. abe 

10 Lands and structures. ____- a 
Refunds, awards, and indemnities - 
Taxes and assessments... _-......-- 


Obligations incurred _-_-...-.-..-- sal dattaaaing 


PURPOSE AND 


NEED FOR THE 


Presently 
available 


304 
304 | 


$1, 019, 400 
500 
351, 500 | 


37 l, 400 


1, 371, 400 
18, 400 

2, 600 

10, 400 
27, 000 
1, 300 | 
182, 800 | 


30, 000 | 


427, 300 


13, 300 | 


2. », 085 D, 000 | 


SUPPLEMENTAL 


Revised 
estimate 


312 


304 


$1, 129, 400 | 
500 | 
351, 500 | 


1, 481, 400 
18, 400 
2, 600 
10, 400 


27, 000 | 


1, 300 
182, 800 
35, 000 
427, 300 


304 


1, 481, 400 | 


Difference 


+$110, 000 


+110, 000 


+110, 000 


13, 300 | - 


- 


2, 200, 000 | 


FUNDS 


+115, 000 


The purpose of this amendment is to cover the increased salary cost of uniformed 
personnel resulting from the passage of the Career Incentive Act of 1955. 


JUSTIFICATION 


The Comptroller General in decision B—115145 has ruled that section 509 of the 


Career Compensation Act of 1949, as amended, operates as a positive 


e statutory 


prescription of the rates of pay and allowances set forth in titles II and III of the 
1949 act, for enrolless of the Maritime Service and has superseded the authority 
vested in the Maritime Administration to fix the rates of pay of such persons. 
The Career Incentive Act of 1955 did not amend section 509 of the 1949 act, 

therefore there is no discretion on the part of the Maritime Administration as to 
whether or not the new rate prescribed in the 1955 act will be paid. 

The increased requirement was developed by applying the new rates to the list 


of personnel on duty as of March 22 


Rank or rating 


Rear admiral 
aptalt n 
‘ommander. 
eutenant commander... 
leuter int 
L eutenant (j. - 
I Warrant. 


Officer totals 


ef petty officer 
Petty officer Ist class. 
Petty officer 2d class 


a ty officer 3d class_.___.- 
aman 


United States Maritime Service total 


» 
| Number 
| 


| in rank 
or rating 


1 
3 
8 
24 


) 
7 
11 
13 


New base 
pay plus 
longevity 


$10, 202. 40 
25, 178. 40 
53, 820. 00 

144, 892. 80 

207, 585. 64 
33, 789. 80 
42, 856. 80 
47, 283. 60 


107 


44 | 


29 | 
20 
31 
35 


| 159 


I 266 


565, 609. 44 
141, 550.80 | 


83, 497. 80 
51, 433. 2 

70, 888. 84 
63, 322. 20 


“410, 692 4 


97 6, 302. 28 





The 312 positions shown on the iteations by objects; chedule includes 


tions, 266 filled and 14 vacant positions. 


Present base | 


pay plus 
longevity 


$9, 603. 36 
22, 763. 52 
49, 083. 84 
129, 111. 84 
185, 664. 96 
29, 611. 20 


37, 316. 28 | 


38, 768. 40 


501, 923. 40 


127, 960. 32 


73, 841. 04 | 
45, 039. 00 | 


61, 216. 92 
56, 321. 28 


"364, 378. 56 | 


866, 301. %6 


, 1955, as reflected in the following table: 


Increase 
under new 
pay scale 


$599. 04 
2, 414. 88 
4, 736. 16 

15, 780. 96 
21, 920. 68 
4, 178. 60 
5, 540. 52 
8, 515. 20 


_ 83, 686. os 


"43. 590 48 
9, 656. 76 
6, 394. 20 
9, 671. 92 
7, 000. 92 


"46, 314. 28 


“110, 000. 32 


32 classified civil-service posi- 
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No provision has been made for increased costs of the 14 billets that wer, 
vacant as of March 22, 1955, since it is believed that reductions in longeyjt, 
resulting from turnover will offset the cost of the increase for the positions vacan; 
at this time. 

The United States Public Health Service through transfer of funds from the 
Maritime Administration supplies medical services at the Merchant Marine 
Academy at Kings Point. In the past when adjustments were made in the 
Career Compensation Act, the Public Health Service has absorbed the increased 
cost in the year in which the increase became effective, provided the Maritime 
Administration took steps to provide for the increased costs in succeeding years 
Details of the longevity status of the officers presently stationed at Kings Point 
are not available to permit an exact calculation of the increase involved. 
analysis of the percentage increases within the ranks which may be involved 
range as high as 16 percent; therefore, it is estimate : that as against the $30,000) 
presently included in the estimate, approximately $5,000 additional is required 
for transfer to the Public Health Service to cover the increased cost under th 
Career Incentive Act of 1955. 


ACTION BY JOINT ATOMIC ENERGY COMMITTEE 


Mr. Preston. You are aware of the action taken recently by the 
Joint Atomic Energy Committee of the Congress? 

Mr. Morse. Yes, sir. 

Mr. Preston. It voted adversely on the question of spending funds 
for the construction of a nuclear reactor in the ship that you are here 
requesting funds for today. 

Mr. Morse. I have heard reports to that effect. 

Mr. Preston. You have no doubt about the accuracy of the 
reports? 

Mr. Morse. I have no doubt about it. 

Mr. Preston. It would accomplish very little if we would approve 
an item of $12,650,000 for you if we are to have no method of propelling 
the ship. 

Mr. Morse. It would be of no value whatsoever. It is my belief 
that the bill which was under consideration by the Joint Committee 
may be coming before the House in the near future. 

I understand that amendments may be offered to reinstate the 
authorization to build the atomic ship. 

Mr. Preston. Let us have the number of the bill that you ar 
referring to, and a copy of it, please. 

Mr. Morse. H. R. 6795. 

Mr. Rooney. Is this the firmed-up bill with the amount for the 
reactor deleted therefrom? 

Mr. Preston. The caption of the bill says: 

A bill to authorize appropriations for the Atomic Energy Commission fot 
acquisition or condemnation of real property or any facilities or for plant | 
facilitv acquisition, construction, expansion, and for other purposes. 

Mr. Roonry. This bill does not include any authorization for: 
reactor for the proposed ship? 

Mr. Morse. As I understand it, there is no provision in that bil 
for this reactor. 

Mr. Preston. What you are saying to us is, in effect, wishfll 
thinking that something will be done on the floor of the House or the 
floor of the Senate to attach an amendment to this bill authorizing 
the construction of this ship, and including therein by the Atom 
Energy Commission a nuclear reactor; is that true? 
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\ir. Morse. I would put it even more strongly than that; it is 
strong wishful thinking. 
= \[r. Preston. It is the first time I have had a request before the 
‘Appropriations Committee based on wishful thinking. 

\fr. SHELLEY. At least, the gentleman is honest about it. 

Mr. Rooney. Here is the situation, as far as I am concerned. At 
the moment, and in the absence of a legislative authorization we cannot 
appropriate money, because such an appropriation would be subject 
to a point of order. On the other hand, I do hope that we are not 
doing something here which would cause our Nation to be second or 
later than that in producing a nuclear-powered merchant ship. 

Mr. Morse. That is our feeling over in Maritime. 

Mr. Yates. The fact remains that Mr. Bonner of the Maritime 
Committee has already stated that he proposes to have his committee 
go into the question of having a nuclear-propelled merchant ship, 
which is not related to this one. This is merely a showboat; isn’t it? 

Mr. Morse. I beg your pardon? 

Mr. Yates. The hull you are asking for is for a showboat? 

Mr. Morse. I wouldn’t care to designate it in that manner. 

Mr. Yates. Aren’t you going to show movies on the boat for 
peacetime purposes? That statement appears in your justification. 

Mr. Morse. We would have a theater and exhibits. 

Mr. Yates. So, it is a showboat. 

Mr. Morse. If you wish to designate it in that manner. 

Mr. McMutten. I think a showboat is really a severe term. It 
is a ship being modified for a particular use for a period of time. 


There is nothing in this ship which could not prevent it being converted 
back into a conventional dry-cargo ship. 


ACTION BY HOUSE MARITIME COMMITTER 


Mr. Preston. I would like to proceed in order. The gentleman 
from Illinois, Mr. Yates, referred to what Mr. Bonner contemplated. 
| believe Mr. Bonner’s committee has already reported such a bill 
out authorizing the construction of two atomic nuclear-powered 
merchant marine ships. 

Mr. Morsr. That is H. R. 6679. 

Mr. Preston. The ships pertaining to the Bonner bill are not of 
the same type that you are suggesting here today? 

Mr. Morsr. I believe it was contemplated by Mr. Bonner that 
| of the 2 ships would be the one we are discussing today. 

Mr. McMutuen. That is correct. 

\lv. Preston. Does the bill so imply? 

Mr. McMutten. Yes, sir. 

Captain Forp. The committee report indicates that, sir. 

Mr. McMutLteN. It states it right in the report. 

Mr. Preston. When the Bonner bill was up, I believe the Depart- 

f lent of Commerce, perhaps the Maritime Administration, testified 
shi! J against this bill. Is that true? 
r the Mr. Morse. I would rather let the record speak for itself. 
‘iain, Mr. Preston. You know; do you not? Were vou there? 
jomuie Mr. Morse. It was my understanding that Mr. Rothschild opposed 
the idea of going ahead with the two ships at the present time. 
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Mr. Preston. Although he is supporting this bill, he did oppose 
the Bonner bill? 

Mr. Morsr. To the extent that it contemplated building two ship; 
at the present time. I think he was not opposed to building two 
ships, but he thought the construction of the second ship should }p 
postponed a year or so beyond the completion of the first ship, so that 
the know-how acquired in the construction of the first ship could be 
applied to the second ship. 

Mr. Preston. Without objection, we will reserve the right at this 
point to insert in the record such portions of the testimony that the 
Under Secretary for Transportation, Mr. Rothschild, gave before the 
House Merchant Marine and Fisheries Committee. 

Mr. Morsr. May I call to your attention in the report accompany- 
ing H. R. 6679, it states, in part: 

The purpose of this bill is to authorize the Maritime Administration to con- 
struct two nuclear-propelled ships. One would be the vessel announced by t! 
President on April 25, 1955, as a concrete demonstration of the United States t 
use atomic power for peacetime uses. 


That is the one we are asking the $12 million for. 
CONTEMPLATED USE OF THE SHIP 


Mr. Preston. How long is it contemplated that you would operate 
this ship, if it were to be constructed? 

Mr. Morse. We would plan to operate it at least 3 or 4 years to 
acquire adequate know-how and to train additional crews. 


COST OF OPERATION OF SHIP 


Mr. Preston. Do you have any figures on what you think 
would cost to operate it each year? 

Mr. McMutuen. The operational cost of the ship is determined 
by the number of Government personnel aboard for exhibits.  Bas- 
ically, the ship itself, the crew, and the operation of the ship would run 
approximately one-half million dollars a year, plus the original cost 
of the fuel. ‘The fuel would be that fissionable material whieh is in 
the core, to be supplied by the Atomic Energy Commission. 

The original core would last somewhere “between 3 and 4 vears 
That half million dollars does not take into consideration the initial 
cost put into the construction of the core, sir. 

Mr. Preston. It shall not be my purpose to go very far into this 
matter since we don’t have any authorization. I ‘will pass the 
questions at this time to Mr. Rooney. 

Mr. Rooney. I shall defer at the moment to Mr. Yates. 


PRESENT DEVELOPMENT OF PLANS AND SPECIFICATIONS 


Mr. Yates. I notice in your justifications vou stated the Maritim 
Administration is currently developing plans and specifications to 
this ship. How much money have you devoted to this purpose” 

Mr. McMutten. Sir, we have gone through this ship and modified 
it as much as possible w ith the staff in the Office of Ship Construction 
and Repair, as in other cases where we go through modification ©! 
designs. Essentially, what it consisted of is taking one of the designs 
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that we have in our new series of ships known as the Clipper class. 
It is something that looks like this, a dry cargo ship. We have taken 
those plans and modified it for that purpose. I have a rendering of the 
ship here to show you. 

Actually, what we have done is to fill in the well and put an extra 
deck in there. It shows the outboard profile of the ship. We have 
increased the size of the midship deckhouse for personnel, and provided 
additional exhibit space. The inboard profile would look something 
similar to this. This is a preliminary pass. We would have our 
machinery and reactor plant here. We would have a theater located 
in this area, with exhibit space, and then either dry-cargo space or 
exhibit area in the ship. 

As you see, what we have done is to remove a bulkhead here in order 
to provide for theater space. The machinery plant itself—we have 
this space allocated to machinery in which we can locate the propulsion 
machinery and reactor. The bridge structure has been varied a little 
bit. The Clipper ship as modified will have length and beam identical 
to the Clipper class, but the dead weight is much lower, in view of the 
fact that we use up much of the cubic in the theater and exhibit spaces. 
We now have a bale capacity of about 140,000 cubic feet versus 
400,000 in the original ship. 

We have devoted 13,000 square feet to exhibit area, and another 
6,800 square feet to a theater. 

Mr. Yates. This is the extent of the work of the Maritime Admin- 
istration on the ship at the present time? 

Mr. McMouuuen. It doesn’t represent the full extent. There has 
been no large expenditure of funds involved in it. 


QUESTION OF TYPE OF REACTOR 


Mr. Yarrs. You state that the Engineering Research Institute of 
the University of Michigan has declared that the results of an in- 
dependent evaluation—had declared that it is feasible and safe to 
construct and operate merchant ships powered by nuclear reactors. 
Did they state that the way to do it was through the STR? 

Mr. Morse. That was a study based on the use of the STR for 
this purpose. It was a study which was done by the university, 
financed by three of the private steamship companies. 

Mr. Yates. Isn’t it possible that the reactor in the Sea Wolf 
may be better for the purpose than the one in the Nautilus? 

Mr. McMuuten. It has been the experience of the Navy that they 
favor the STR type rather than the ISR reactor. 

Mr. Yates. Isn’t the Navy presently constructing a reactor 
capable of powering a large ship? 

_ Mr. MeMutuen. That is their SLR. It is in their present author- 
ization. 

Mr. Yatrs. I was under the impression that it was authorized. Is 
it in the appropriations bill? 

Mr. McMu.uen. Yes, sir. 

Mr. Yarrs. The one that hasn’t yet passed the Congress? 

Mr. McMutuen. That is correct. 


Pers Yates. It will go through. Nobody has stricken that from 
the bill. 
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Mr. McMvcuten. No, sir. That power is far in excess of anything 
we would require in a merchant ship. The approach to a naval 
combatant ship reactor is quite different than that vou would use in y 
merchant ship. 

Mr. Yates. I have a little knowledge of it. I know that the 
reason thev need a different reactor for a large ship is because the 
reactor in the Nautilus isn’t capable of powering a big ship. |] 
wonder, therefore, why you w sad to build a ship with a powerplant 
such as is alres aly in existence when you have the facilities for testing 
it and finding out about it in an existing ship. Why, then, do you 
want to put it in another ship until you do know how it operates? 

Mr. Morse. Trained personnel is no minor item in this whole 
program. 

Mr. Yares. You may find you want to have a different type of 
reactor. You would have to retrain your personnel? 

Mr. Morse. To a degree only, I would think. That is one of the 
problems in, as I understand it, this atomic-energy field, the shortage 
of trained personnel. 


COMPARISON OF COST WITH CLIPPER AND MARINER CLASSES 


Mr. Yates. The total cost of the proposed ship, including the lu 
and reactor, is something like $34 million? 

Mr. McMutten. Yes, sir. 

Mr. Yates. What was the cost of a ship of the Mariner class? 

Mr. McMvtuten. The average cost today would be about 


$9,600,000. 

Mr. Yates. The Clipper class? 

Mr. McMutuen. The Clipper class in single lots comes to about 
$9 million. 

Mr. Yates. That is the complete ship? 

Mr. McMut ten. Yes, and all fitted out. 

Mr. Yates. That is true of the proposed atomic ship, $34 million, 
all fitted out? 

Mr. McMutten. Yes, sir. The bulk of that is the $21 million 
which the AEC estimates will be the cost of providing the reactor 
and nuclear propulsion plants. The part relegated to the ship amounts 
to $9,600,000, plus another $1,450,000 for contract and working plans 

Mr. Preston. Mr. Shelley. 


PROPOSAL INITIATED BY THE OFFICE OF THE PRESIDENT 


Mr. SHetiey. Mr. Morse, was this proposal for the building o/ a 
ship of this type initiated by the Maritime Administration based upon 
research that it had been engaging in? 

Mr. Morse. No, sir; it was not. 

Mr. SHetiey. Where did it initiate? 

Mr. Morse. I would assume it initiated in the Office of the Presi- 
dent. The first we heard of it was about a week or 10 days before the 
public announcement, when we were invited to the Atomic Energ) 
Commission for a joint discussion of a nuclear-powered ship. 
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FEASIBILITY OF THE SHIP 


Mr. SHELLEY. In that discussion, had the Atomic Energy Com- 
mission stated that they had done any research on feasibility or 
yracticability of this ship as proposed? 

Mr. Morse. I don’t recall that a statement was made one way or 
the other. 

Mr. SHELLEY. Do you know at this time whether there has been 
any study either by the Atomic Energy Commission or the Federal 
Maritime Administration of the practicability of this ship for com- 
mercial usage? 

Mr. Morse. I think that the building of any designed ship is a step 

its ultimate commercial use. 

Mr. SHevuey. I don’t think you are answering the question. 

Mr. Morse. That is only part of the answer. I do know that a 

study was made by the University of Michigan, in part at our instance, 
which came up with an affirmative reply. Mr. McMullen has been 
in closer contact with AEC and this whole program than I have. 
He may have some additional information. 

Mr. McMutuen. The statement of the AEC is that this is tech- 
nically feasible. There is no question about the fact that we can 
build this ship and can operate it. The question of economics, and | 

believe that is a subject to which your question was directed, there is 
sino no doubt about the economic feasibility of this ship. This ship 
will not be competitive with the ships we have been building for a long 
time. But, in any case, the first ship of any new type will not be 
economically competitive. 

For example, there are many things about the Nautilus, which 
Mr. Yates mentioned, which were of an exorbitant cost when you 
compare it with the present-tvpe submarine. This is a fact that vou 
must accept in any new development program. ‘The second ship will 
probably not be economically feasible. but the third and fourth ships 
may reach the goal of economic feasibility. 

The point is that if vou don’t start sometime you just delay the time 
when you actually reach the goal. 

Mr. SHeLiey. Out of this program proposed for the building of 
tis ship, and the purposes which are set forth here for its use, what 
experience will you get that will tend to speed up the development of a 
competitively practical merchant marine vessel? 

Mr. McMvuten. The first thing that will be done—— 

Mr. SuetteEy. May I supplement that? I see that in your presen- 
tation there is no thought of using this in any commercial operations. 

Mr. McMvutuen. This ship? 

Mr. Suetiey. That is right. 

Mr. McMuuuen. In the beginning. But later the ship could be 
converted back to a dry-cargo ship and could be operated. If the 
Government then accepted the fact that the initial cost had already 
been invested into this ship, the economics would appear better. 
In other words, if you wrote off the initial cost of the plant, that 
would be true. 

In regard to the long-range program, the first ship, no matter what 
vou did with it, would not reach economic fe: isibilitv. This particular 
ship will do several things. The first thing it will do is put the merchant 
marine actively into the business of nuclear propulsion. It will cause 
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the creation of a maritime reactor branch in the AEC, which ywil] 
concentrate on a different type reactor from the STR. It will permit 
the propulsion machinery to be developed. It will permit us in opera. 
tion to see what the costs are of crew and training—what the operational 
difficulties are going to be in the various harbors where there js 
radioactive situations involved with the reactor. It will give us ap 
opportunity to test the reliability of the reactor in a merchant ship, 

Mr. SHetitey. Won’t you get those same things if you wait and 
see what the Congress does on the Bonner bill, and then come in for 
an appropriation? 

Mr. McMu ten. Yes, sir, you would, but you would not have 
them as soon. 

Mr. Yatres. Why not? 

Mr. McMutten. Each time you delay the thing, Mr. Yates, it just 
puts that much more time into it. For example, of both these ships 
are passed, they fit into a developmental program very well. You 
could consider taking, for example, the STR and equipping it into 
this ship. For the second ship you would also start with a basic 
STR concept, but you would modify controls, you would modify the 
type of binding material in the core. Whereas, the first ship might 
take 2% years to build, the second ship would take you 4 years to 
build. The two in conjunction with each other will provide a de- 
sirable type of developmental program. 

Mr. SHetitey. Mr. McMullen, you are a trained marine engineer, 
Don’t you think that a great deal of research will have to be done, 
with what they have done now on the Nautilus and on the Sea Wolf 
before they develop propulsion machinery that will be practical and 
feasible for commercial vessel purposes? 

Mr. McMu ten. Sir, if we wait, the development of a commercial 
ship will never be made, because at the present time the emphasis is 
being put on a different concept of a reactor. We will never be able 
to economically take over a reactor which is developed for military 
use and useitina merchant ship. After all, if we can’t be economically 
competitive, there is no sense of even considering this type of propul- 
sion plant, even for the future. 

Mr. SHELLEY. On the uses to which you are going to put this vessel, 
which is specially designed for propaganda purposes, advertising pu- 
poses, or showboat purposes—I don’t care what you call it—it is not 
going to give you much, if any, experience that is needed for formulat- 
ing a program for the actual commercial use of a merchant ship’ 

Mr. McMutten. Let’s assume that this showboat concept was not 
involved. What would you do with the first one you built, anyway’ 

Mr. SHEeLiey. Probably the Government would operate it or would 
allow one of the operators to take it on a charter basis. 

Mr. Yates. Why not treat it as a commercial ship? 

Mr. McMutuen. That is what we are doing. The Government 
will operate this ship and use it for the special purpose of going around 
the world. 

As far as I am concerned, Mr. Shelley, this is the secondary purpose 
of the ship. The primary purpose will be that it will give the mer 
chant marine a chance to develop this type of propulsion. 

Mr. SuHetuey. I might go along with you on the idea of giving the 
merchant marine an opportunity to develop this type of propulsion, 
because I think eventually we will have to come to it. A lot of ou! 
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presently accepted modes of generating power will be outmoded if 
we keep on with a program of nuclear development. 

I might also say, Mr. McMullen, that I think there is a great deal 
of reaction against the purposes that have been set forth for the use 
of this ship and criticism of whether or not it will be worthwhile, and 
whether it will bring good will and is feasible in commercial adaptation 
later. 

Mr. McMutten. Certainly, sir, in the statements of the Navy and 
the AEC themselves, they now admit that the Nautilus is an obsolete 
submarine. They will tell you that themselves. That is true also 
of this ship. The day it is finished it is obsolete. This is historically 
the process of research and development. We have to start some 
place. This looks like a good purpose. You are doing two thiugs 
at once. 

MARITIME TRAINING 


Mr. Preston. One other question about the maritime training. 
The funds you have requested of $115,000 will be used only for the 
purpose of complying with the terms of the Career Incentive Act? 

Mr. Morsg. Only for that purpose. 

Mr. Preston. For no other purpose? 

Mr. Morsg. No. 


Mr. Preston. If there are no further questions, that will be all. 


STATEMENT OF ADMIRAL RICKOVER 


Mr. Morsr. Thank you. May I add one more thing about my 


comment about Admiral Rickover’s reported remarks in the Post. I 
would rather have the record before the Bonner committee speak for 
itself rather than my individual recollection of what he said. As I 
do recall, to the best of my recollection, he did say that he thought it 
was desirable that the Maritime Administration obtain and have in 
their office a group of experts on atomic energy, that he thought an 
atomic ship could be built without impairing national defense, and 
that he thought it was desirable that know-how of operating personnel 
be developed. 

Mr. Yarus. That isn’t the same thing as the Post article. The 
Post article merely cited his opposition to a ship of this type, that it 
was going to be used for the purposes of this type, as I remember the 
article. 

What you are stating his having said before the Bonner committee 
is not the same thing. 

Captain Forp. The Post article was his testimony before the Joint 
Atomic Energy Commission. Mr. Morse is referring to his testimony 
before the Bonner committee. 

Mr. Yares. That is correct. On the basis of what Mr. Morse 
has said, the two statements can be reconciled. In one case, you 
show opposition to a ship for this type operation, namely, going from 
port to port showing the peacetime uses of atomic energy; on the 
other hand, you have a ship proposed that is an actual merchant 
ship. That is something else again. 

Mr. Preston. Off the record. 

Discussion off the record.) 
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CAREER INCENTIVE ACT 


Mr. Nrextson. I would like to call to the attention of the committes 
the question asked of Mr. Morse a few moments ago, as to whether 
these funds would be used exclusively for payment of the Career 
Incentive Act. 

Mr. Morse. The $115,000. 


CONVERSION OF ADMINISTRATIVE ENROLLEES TO CLASSIFIED Civ, 
SERVICE 


Mr. Nrietson. I did want to mention to the committee, as Mr. 
Morse did in his opening statement, that subsequent to the trans- 
mittal of this estimate to the committee, the Civil Service Commission 
has directed that the administrative enrollees be converted to the 
classified service. We are in the process of working out plans for 
converting some of these positions now. It may take 2, 3, or 4 months 
before this is completed. However, we are also asking the Comp- 
troller General for a decision with regard to lump sum payments for 
leave and we have many other problems respecting the establishment 
of basic rates, and these are being worked out administratively, | 
did want the committee to know that in considering this matter. 

Mr. Rooney. You are not proposing that part of the $115,000, 
if it were appropriated, be used for administrative expenses in con- 
nection with this? 

Mr. Nretson. Only, Mr. Rooney, in connection with classified 
service pay costs. 

Mr. Rooney. What do you figure the $115,000 

Mr. Nietson. We figure it would take the entire amount that 
normally 

Mr. Roonry. What is the proposed 1956 total salaries and expenses 
appropriation for the Maritime Administration for maritime training? 

Mr. Nicuots. $2,085,000 is the maritime training appropriation 
for 1956. That is the request. None of this involves the salaries 
and expenses appropriation. Actually, whether we retain them 
under the Career Compensation Act or convert them to Civil Service, 
it is believed that the cost after conversion will be about the same. 
Normally, when you convert from one system to another, it is de- 
sirable to attempt to do so without effecting a reduction in salary. 
On that basis, it would be made at the same cost. They are currently 
being paid under the Career Compensation Act, not administrative 
expenses as such, under salaries and expenses. They are paid from 
the maritime training fund for the Merchant Marine Academy at 
Kings Point and would continue to be paid from that fund. 


UNIFORM ALLOWANCES 


Mr. Preston. Before closing the hearings, I would like to ask you, 
Mr. Nielson, to provide for the record at this point a statement in 
connection with an item appearing in House Document 185, which 
has just reached the committee, dealing with the subject of uniform 
allowances, as it relates to the Department of Commerce. 

Mr. Nrextson. We will be happy to do so. 

Mr. Preston. You are familiar with the document? 

Mr. Nretson. Yes, sir. 

Mr. Preston. That is all, gentlemen. Thank you. 

(The statement referred to is as follows:) 
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DEPARTMENT OF COMMERCE 
STATEMENT WitH REGARD TO UNIFORM ALLOWANCES 
OFFICE OF THE SECRETARY 


Authority to expend funds from the appropriation ‘Salaries and expenses, 
(fice of the Secretary”’ is requested in order to procure uniforms for, or to provide 
for uniform allowances to, the three chauffeurs who drive the automobiles reserved 
for the use of the Secretary and other ranking officials of the Department. 
Uniform items would include trousers, coat, cap, shirt, necktie and overcoat. 
Each chauffeur would be allowed an annual replacement of 1 suit and 2 neckties. 
Qvercoats would be replaced every 2 or 3 years. It is estimated that $100 per year 
would be required per chauffeur for the first 2 years and that $75 per year would 
be adequate thereafter. 

Authority is also requested to expend funds from the ‘‘Working capital fund, 
Department of Commerce,” in order to procure uniforms for or to provide for 
uniform allowances to the 3 nurses employed in the main Commerce Building 
health room. Nurses customarily wear uniforms in the performance of their duties. 
It is estimated that $100 per year would be required per nurse to allow for a suffi- 
cient number of uniform items. 


BUREAU OF THE CENSUS 


The location of the Bureau of the Census requires the maintenance of a health 
unit for Federal employees at Suitland, Md. The unit is staffed with 2 nurses 
who are required to wear the standard nurses uniform. An allowance of $100 per 
annum is considered necessary for the purchase and maintenance of uniforms 
foreach nurse. 

CIVIL AERONAUTICS ADMINISTRATION 


Operation and regulation 

Under this heading the CAA employs 5 registered nurses, 1 chauffeur on a full- 
time basis, and native drivers for automobiles used in foreign locations who are 
considered eligible for the uniform allowances provided under title 4 of the act of 
September 1, 1954. Of the group, 3 of the nurses are located in the Pacific Islands 
and 2 in the emergency room at Washington, D. C. They have traditionally 
worn nurses uniforms and for the uniforms, the maximum of $100 will be required. 
The one regular full-time chauffuer drives the car used by the head of the agency 
in the conduct of his official duties and it is traditional for persons serving in this 
capacity to wear a uniform which costs approximately $100 a year. In the conduct 
of service at certain of the foreign locations, it is necessary to use automobiles, 
and it is in the Government’s interest to have the automobiles dirven by local 
nationals in line with the tradition of the Department of State and other govern- 
mental operations. These overseas-stationed employees are not classified United 
States civil-sevice workers but are employed on local wage rates and it is believed 
that an allowance of approximately $50 per individual would be appropriate. 
The total requirements for this appropriation would thus approximate $1,000 for 
uniforms, 

MARITIME ADMINISTRATION 


The two chauffeurs in Washington have customarily worn uniforms, although 
there has been no regulation requiring it. The chauffeurs are required to replace 
thelr uniforms periodically at an estimated annual average cost of $100 per 
person. 

NATIONAL BUREAU OF STANDARDS 


The proposed provision will authorize expenditures of the working capital fund 
of the National Bureau of Standards to pay the costs of uniforms, or allowances 
therefor, for nurses and chauffeurs. At the present time, funds appropriated to 
the NBS are available for the purchase, repair, and cleaning of uniforms for guards. 
The amendment to the Federal Employees Uniform Allowance Act will permit the 
‘tension of the benefits of that act to other employees who are required to wear 
luiorms. Under the present plans, the proposed authority will enable the pay- 
one uniform allowances or the provision of uniforms for 2 nurses and 1 
chauifeur, 

WEATHER BUREAU 


The Weather Bureau has one employee, the nurse in charge of the central office 
health room for whom a uniform allowance is required. A uniform is recognized 
és the required dress of a professional nurse while on duty. 
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SMALL BUSINESS ADMINISTRATION 


WITNESSES 


WENDELL B. BARNES, ADMINISTRATOR 

W. NORBERT ENGLES, DEPUTY ADMINISTRATOR 
DONALD A. HIPKINS, DEPUTY ADMINISTRATOR 
ROBERT H. MONTGOMERY, DEPUTY ADMINISTRATOR 
KEITH L. HANNA, CONTROLLER 


SALARIES AND EXPENSES 


Mr. Preston. The committee will come to order. 

We are convened this morning for the purpose of hearing the re. 
quest of the Small Business Administration in the sum of $25 million 
for the revolving fund and transfer of certain funds from the revolving 
fund for administrative purposes and an appropriation of $2,700,000 
for administrative purposes. 

At this point we will insert in the record pages 1 and 2, pages 5 
through 11, page 46, pages 41 and 42, showing the workload of the 


administration. 
(The pages referred to are as follows:) 


“SMALL BUSINESS ADMINISTRATION 
“SALARIES AND EXPENSES, SMALL BUSINESS ADMINISTRATION 


“Salaries and expenses: For necessary expenses, not otherwise provided for, 

of the Small Business Administration, including [newspapers and _ periodicals 
(not exceeding $500),] expenses of attendance at meetings concerned with the 
purposes of this appropriation and hire of passenger motor vehicles, [$2,025,000, 
together with not to exceed $100,000 of the unobligated balance of funds appro- 
priated for this purpose in the Supplemental Appropriation Act, 1954] $2,700,000; 
and in addition, [not to exceed $2,350,000] there may be transferred to this 
appropriation not to exceed $2,865,000, from the Revolving Fund, Small Business 
Administration and not to exceed $535,000 from the fund for Liquidation of Recon- 
struction Finance Corporation Disaster Loans, Small Business Administration, for 
administrative expenses in connection with activities financed under said [Fund.] 
Funds: Provided, That the amount authorized for transfer from the Revolving Fund, 
Small Business Administration, may be increased, with the approval of the Bureau 
of the Budget, by such amount as may be required to finance administrative expenses 
incurred in the making of disaster loans. 
“(For an additional amount for ‘Salaries and expenses’, $200,000; Provided, 
That not to exceed $2,500 of the funds made available for administrative expenses 
in this Act under the head ‘Saint Lawrence Seaway Development Corporation 
may be used for emergency and extraordinary expenses to be expended upon the 
approval or authority of the Administrator.] 

“For an additional amount for ‘Salaries and expenses’, $224,000, to be 
derived by transfer from the ‘Revolving Fund, Small Business Administration, 
for administrative expenses in connection with activities financed under said 
fund.J (Title II, Act of July 30, 1953, Public Law 163; Independent Offices 
Appropriation Act, 1955; Supplemental Appropriation Act, 1955; Second Supple 
mental Appropriation Act, 1955.)” 


Appropriated 1955, $2,225,000 Estimate 1956, $2,700,000 
EXPLANATION OF PROPOSED CHANGES IN APPROPRIATION LANGUAGE 


Additions 
“and not to exceed $535,000 from the fund for Liquidation of Reconstruction Financ 
Corporation disaster loans, Small Business Administration,”’. 

This change in language is required in order to provide administrative expels 
funds for the cost of servicing and liquidating the Reconstruction Finance Cor- 





TI 
purst 
Busi 
Presi 
WI 
1955, 
appre 
in th 
Th 

l. 
partic 
patio: 

2. 

3. 
other 
1.7 
ment, 
minis’ 
ment; 
othery 
5. * 
partic 
Od 
advisi 
and 0} 
limiter 
contro 
with 
tions, 
by ma 
and 0] 
and by 


™ 


ue 
the pro 
I, Pro 
Prog 
the mi 
effectiy 


( )) 
vals 
the 
00, 
yro- 
100; 
this 
ness 
con- 
for 
id.J 
und ) 
rea 


NES 


ded, 
nses 
tion’ 
1 the 


0 be 
tion’, 

said 
fTices 
pple- 


0,000 


nance 


pense 
p Cor- 


899 


poration disaster loans, the responsibility for which was transferred to the Small 
Business Administration, effective July 1, 1954 (Reorganization Plan No. 2 of 
1954). 

“Pynds: Provided, That the amount authorized for transfer from the revolving fund, 
Small Business Administration, may be increased, with the approval of the Bureau 

‘the Budget, by such amount as may be required to finance administrative expenses 
yvcurred in the making of disaster loans.”’ 

This recommended addition to the appropriation language is for the purpose of 
giving needed flexibility to meet the unpredictable requirements of the disaster 
loan program. The use of funds for this purpose would be subject to prior ap- 
proval by the Director of the Bureau of the Budget. 


Deletions 
“newspapers and pertodicals (not exceeding $500)”’. 

In view of the fact that this appropriation will not be part of the Independent 
Offices Appropriation Act for fiscal year 1956, it appears that this authority is 
not required. 
iyogethe r with not to exceed $100,000 of the unobligated balance of funds appropriated 
for this purpose in the Supplemental Appropriation Act, 1954”. 

' This language applies only to the unobligated balance of funds carried over from 
the fiscal year 1954 and will not be required in fiscal year 1956. 

The language for both supplemental appropriations received during the fiscal 

year 1955 has been deleted in its entirety. 


JENERAL STATEMENT 
AUTHORITY AND PURPOSE 


The Small Business Administration was established as an independent agency 
pursuant to title II of Public Law 163, 83d Congress, dated July 30, 1953, the Small 
Business Act of 1953, subject only to the general direction and supervision of the 
President, 

While the existing statutory authority (Public Law 163) expires on June 30, 
1955, legislation to extend the agency for another 2-year period has already been 
approved by the Senate and will be considered by the House of Representatives 
in the near future. 

The bill approved by the Senate empowers the Administration to: 

1. Make loans not to exceed $250,000 to each borrower, or to make loans on a 
participation basis, with banks or-other lending institutions wherein the partici- 
pation shall not exceed $250,000 per borrower. 

2. Make loans to small businesses in drought areas. 

3. Make such loans as may be necessary or appropriate because of floods or 
other catastrophes. 

4. To enter into contracts with the United States Government and any depart- 
ment, agency, or officer thereof having procurement powers obligating the Ad- 
ninistration to furnish articles, equipment, supplies, or materials to the Govern- 
ment; and to arrange for the performance of such contracts by negotiating or 
otherwise letting subcontracts to small business concerns. 

5. Through joint determination and other means, to assist small business in 
participating to a greater extent in Government procurement. 

6. To provide technical and managerial aids to small-business concerns, by 
advising and counseling on matters in connection with Government procurement 
and on policies, principles, and practices of good management, including, but not 
limited to, cost accounting, methods of financing, business insurance, accident 
control, wage incentives, and methods of engineering, by cooperating and advising 
with voluntary business, professional, educational, and other nonprofit organiza- 
lions, associations, and institutions and with other Federal and State agencies, 
by maintaining a clearinghouse for information concerning the managing, financing 
and operation of small-business enterprises, by disseminating such information, 
and by such other activities as are deemed appropriate by the Administration. 


BASIC ASSUMPTIONS 


; he following outlines briefly the basic assumptions adhered to in developing 
the program and the budgetary requirements set forth herein: 


!, Procurement and technical assistance 


> . . 

Program and budgetary requirements were approached on the basis of what are 
the minimum needs of the agency for a limited number of selected programs if 
fective assistance is to be given small business. 

oe 





JOU 


In developing manpower requirements, work units were estimated for each 
program activity of import. This coupled with an estimated performance stand. 
ard for the many facets of the program, has resulted in the number of positions 
required to adequately staff this program. At best, this staff will be able to serve 
only a relatively small percentage of the small- business community. 


2. Financial assistance 


(a) Other than lending.—It has been estimated that requests for financja| 
assistance in the form of counseling and inquiries and interviews will continue at 
the same level during the fiscal year 1956 as was experienced during the fiscal 
year 1955. 

(b) Lending.—The estimate contemplates application activity for both the 
business and disaster loan programs during the fiscal vear 1956 at a rate consisten 
with our actual experience during the fiscal year 1955. 


8. Liquidation of RFC disaster loans 


The estimate contemplates the continued orderly liquidation of the disaster 
loans transferred to the Small Business Administration by the Reconstruction 
Finance Corporation, pursuant to Reorganization Plan No. 2, 83d Congress, 
2d session. 


4. Organization and procedures 
The estimate contemplates a decrease of 15 positions in the Washington office, 
This reduction results in part from streamlining methods of operation and in 
part from decentralization of functions formerly performed on a centralized basis 
in Washington. 
FINANCING OF ADMINISTRATIVE EXPENSES 


The estimated fund requirements for administrative expenses for the fiscal year 
1956 are $6,100,000. This would be financed from the following sources of funds: 


1. Direct appropriation $2, 700, 000 
2. Transfer from SBA revolving fund 2, 865, 000 
3. Transfer from RFC disaster loan fund 535, 000 


Total estimate 6, 100, 000 


The following tabulation reflects the distribution of the administrative expense 
requirements of the Small Business Administration for each of the four major 
program activities: 


Estimate 
1956 


Estimate 
1955 


Activity | Actual 1954 


r 
ere 
: | Nery @eaala TOA 
Procurement and technical assistance - Bimice $1, 850, 486 $1,600,000 | — $2, 015,000 
2 Financial assistance: Other than direct lending-._- a 249, 540 420, 000 685, 000 
3. Financial assistance: Direct lending 1, 512, 715 2, 938, 000 2, 865, 000 
4. Liquidation of Reconstruction Finance Corporation dis- 

ROE... cui cs ox tbe thicbhidbeuabcbd baebiiesdeebuec 730, 272 614, 000 535, 000 


Total estimate. _____-- 4, 343, 013 5, 572, 000 | 6, 100, 0 
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SMALL BusInEss ADMINISTRATION 


Comparative summary of administrative expense requirements 


snization unit“and type of;position 


——_—— 


WASHINGTON 


Administrator 
Economic adviser I 
General Counsel _.-.---.-- 
Information - 

Deputy Administrator for 
Assistance . - 

Financial assistance. 

Deputy Administrator for Procurement 
and Technical Assistance. 
Procurement and technical 

ance... 

Deputy Administrator for Administration 
Compliance and security : 

‘ontroller . . .-- 

Organization and management (in- 
cludes Administrative Services 
Division) 

Personnel... - 


’ Financial 


“assist- 


Total = 
Deduct lapse. _-.----- 


Net permanent, Washington-----_- 
Temporary employment... -----.----------- 
oom pay in excess of 52-week base 
Payment above basic rates-- 


Ciher payments for personal : services.......|. 


All personal services, Washington -- 


FIELD 


Regional director 
Secretary 
Branch manager 
Secretary 
Financial spectalist- _ _ - 
Stenographer and typist 
Procurement screening specialist _--.------ 
Production or industrial specialist 
Stenographer and typist 
Regional attorney 
Secretary 
Accountant 
Auditor... 
Office manager 
Accounting clerk 
Fiscal clerk - a: 
Bookkeeping machine operator 
Clerk-typist (fiseal) 
Mail and file clerk 


Total 
Deduct lapse 


Net permanent, field_.........-- 
Temporary employment 


Regular pay in excess of 52-week base... .--|_- 


} vment above basic rates... -. 
Other payments for personal services_-.._- 


All personal services, field__......-.- 


Total, personal services 


1955 estimate 


Num- 


ber Amount 


1956 estimate 


Num- 


i 0 
ber Amount 


$82, 750 
47, 840 
181, 420 
71, 295 


20, 060 
309, 030 


36, 980 


268, 250 
33, 945 
87, 235 

258, 115 


200, 710 
41, 100 

1, 638, 
144, 





730 
910 


1, 493, 820 
66, 800 

6, 080 

14, 500 

8, 800 


$82, 750 
47, 840 
181, 420 
71, 295 





28, 420 
234, 020 


36, 980 


33, 945 
248, 805 
200, 185 

54, 725 

1, 547, 360 

15, 260 


256, 090 | 


70, 885 | 


1, 532, 100 | 


Comparison 1955 
and 1956—in- 
crease (+) or 
decrease (—) 


. 


Amount 


+$8, 360 


—75, 010 


+18, 6: 


—91, 370 
+129, 650 


+38, 280 
—66, 800 
—180 
—14, 500 
—r, 800 








53. 5 


240.9 


14 152, 950 
14 56, 380 
27 232, 760 
91, 800 

1, 276, 725 

271, 520 

160, 480 

509, 410 

137, 300 

74, 120 

28, 165 

20, 990 

41, 340 

75, 665 

60, 935 

26, 995 

10, 485 

28, 710 


18 60, 870 


537 
294, 170 


1, 590, 000 


3, 317, 600 





14 152, 950 
14 56, 380 
28 241, 120 
28 94, 975 
1, 276, 725 

315, 970 

27 223, 840 
74 600, 930 
159, 525 

117, 240 

14 46, 830 
7 40, 420 
6 41, 340 
14 80, 725 
16 60, 935 
7 26, 995 
6 20, 010 
9 28, 710 





1, 538, 000 


18 60, 870 


_ ~52, 000 


+63, 360 
+91, 520 
4-22, 225 
+43, 120 
+18, 665 
+19, 430 





600 | 3, 646, 490 
21.1 | 121, 490 


+328, 890 
+172, 680 








3, 023, 430 
15, 000 
11, 570 

5, 200 
4, 800 


3, 525, 000 | 


+501, 570 
+20, 000 
+2, 430 
—5, 200 
—4, 800 





3, 060, 000 


585.9 | 3, 574, 000 





|+100. 4 l +514, 000 





4, 650, 000 





828.4 | 5, 112, 000 





[+102 2 | +462, 000 
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Comparative summary of administrative expense requirements—Continued 


Organization unit and type of position 


Num- | 


ber 


OTHER OBJECTS 


Travel__- seam 
Transportation of things_- 
Communication services --- 
Rents and utility services- 
Printing and reproduction --_- 
Other contractual services ----.-...----}---- 
Services performed by other agencies__-}--- 
Supplies and materials._.........__-_-]} 
Equipment : 

Grants, subsidies and contributions 

Taxes and assessments. - 


1955 estimate 


| Amount 


| 
| 215, 000 
7, 000 
151, 000 
22, 500 
45, 500 
130, 000 
190, 000 
50, 000 
20, 400 
75,000 |___- 
15, 600 | 


1956 estimate 


Comparison 195% 
and 1956—in- 
crease (+) 0; 
decrease (— 


Num- | 


ber Amount 


$+-53, 5x 
+1, 00 
+18, 0 
—6, 500 
+54, 00) 
—79, 000 
—B&S, 000 
+20, 000 
+50, 600 
> 37, 500 
+4, 90 


8, 000 
169, 000 
16, 000 
99, 500 
51, 000 
102, 000 
70,000 |......- 
71,000 |.- 

112, 500 | 
20, 500 |... 











Total other objects 


Grand total____- 





922, 000 |--- 





+66, 000 


, 000 


Statement of estimated workload and personnel requirements for procurement and 
technical assistance program, field, fiscal year 1956 


Program activity 


Fiscal year 


Work units 


Fiscal year 


1955 2 1956 





. Joint determinations. _------ 
. Certificates of competency -------- 
3. Products assistance a 
. Procurement contract assistance: 
(a) Contacts with firms__- 


16, 165 31, 780 
200 360 
4, 500 


3 46,514 | 
4161, 285 | 





(6) Referrals, contract opportunities --- ---| 


5. Facilities inventory ------- ee 
3. Managerial publications and courses: 
(a) Administrative management courses 
(6) Publication preparation__.__....---- 
(c) Number to be processed, total 
7. Counsel and aid not directly identified with 
a specific small-firm problem falling in above 
activities, such as management counseling, 
tax amortization, Government specifica- 
tions, production techniques, etc._-_-------- 
8. Plant visits and surveys, some phase of a 
program activity other than office routine 
staff procedure, such as loan appraisals, pre- 


award surveys, products assistance, etc----. 


. Surplus labor areas assistance 
. Materials and equipment assistance - - 
. Production pools: 
COR" ee 
(b) Active pools--_----- 
. General clerical-stenographic 


Total 


1 Allows for annual leave and holidays. 


2 Based on operating reports; June estimated at same rate as May. 
3 For purposes of fiscal year 1956, counsel and related type inquiries 


this figure will reflect direct assistance. 


that this figure will reflect direct assistance. 


30, 000 


36 


| (1,000, 000)| (2, 000, 000) 





43, 600 


5, 700 
50 


Man-hours ! 


| Position 
require- 


ours 
Hours ments 


per work 
unit 


Total 


63, 560 
11, 441 
43, 766 
10, 896 | 
“""40, 896 
5, 448 














266, 952 


have been separated out in order that 
Fiscal year 1955 includes contacts with 9,263 potential subcol 
tractors and 2,884 firms given opportunity to bid, through this SBA activity. 

4 For purposes of fiscal year 1956, counsel and related type inquiries have been separate 
Includes 7,899 subcontract referrals. 
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Mr. Preston. We have with us this morning the Administrator. 
Mr. Wendell B. Barnes, whom we will be glad to hear at this time jn 
support of this request. 


GENERAL STATEMENT 


Mr. Barnes. Mr. Chairman, it is a pleasure to come before yoy. 
I will try to make my statement as brief as possible. 

The amount requested for 1956 is $6,100,000 for ‘‘Salaries and ex. 
penses,”’ an increase of $528,000 over the amount available for 1955. 
This increase would permit a net increase of 63 positions in our field 
offices after making a reduction of 15 positions in the Washington 
office. Most of the additional positions requested are clerical and 
stenographic and required primarily to process and account for the 
steadily increasing volume of transactions which occur as new loans 
are approved and require servicing. Twenty-two of the additional 
positions requested for the field offices are procurement-screening 
specialists and production and industrial specialists required to carry 
out the procurement and technical-assistance programs. , 

It will be noted that the appropriation language as recommended 
by the President would authorize additional transfers from the 
revolving fund to meet the costs of making new disaster loans. Be- 
cause of the unpredictable nature of this program, it was considered 
advisable to provide for its costs in this manner in order that SBA 
would be in a position to take necessary action in any natural disaster, 
no matter how large. The amounts transferred for this purpose 
would be controlled by the Bureau of the Budget. 

We are also requesting an increase of $25 million for the revolving 
fund over the $80 million previously appropriated. Assuming a 
workload of 3,600 business loan applications and 1,000 disaster loans 
for the year, it would appear that an increase of about $18 million 
would be required. The additional $7 million is requested as a 
reserve in order to avoid unnecessary supplemental requests in the 
event our estimate is exceeded to a small extent either in volume of 
loans or average size of loan. 


NUMBER OF LOANS MADE BY SBA AND BY PARTICIPATING BANKS 


The Small Business Administration in its approximately 2 years 
of operations has received about 7,000 applications for loans amount- 
ing to $322 million. There have been 2,750 loans authorized totaling 
approximately $87,500,000 including sums represented by bank 
participation. 

Mr. Preston. Does that include the amount the bank participated 
in, also? 

Mr. Barnss. Yes. 

Mr. Preston. In fairness to the committee you should break down 
that figure and tell us how much you have loaned and how much the 
banks have loaned in which you participated. 

Mr. Barnes. All right. We will insert that at this point in the 
record. 

Mr. Bow. If he has it available now I think it would be well to 
insert it at this point. 

(The information requested is as follows:) 
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Loans approved through June 15, 1958 


Small Business Administration’s share $73, 806, 000 
Banks’ share 


Total loans approved 87, 432, 000 


Mr. Barnes. Of the total applications received, 5,455 were for 
business loans and the balance were for disaster loans. Of the loans 
authorized, 1,550 were business loans and about 1,200 were disaster 
loans. 

In addition to the loans authorized, assistance has been provided 
many small business concerns by aiding them in solving their financial 
problems by other means than through Government credit. It is 
planned to continue this activity. 

We have made considerable progress during the past 12 months in 
providing the financial assistance authorized by the Congress. When 
we were before this committee last year, it was requiring as much as 
2 months for us to process a loan application, partly because of a 
very large backlog of applications on hand. We are now acting on 
loan applications in most cases within a 3-week period or less. Our 
backlog of applications on hand is at the lowest point since this 
agency reached its full operations early in 1954. 

These faster actions have been in some measure the result of 
experience gained by our personnel but have also stemmed from 
improvements in procedures. This has involved the granting of 
increased authorities to field offices, simplification of application and 
other forms, streamlined loan reports and better utilization of the 
entire staff. Through the shifting of more responsibilities to the field 
offices, we have been able to eliminate a part of the Washington 
review function. 

The estimate before the committee contemplates the elimination 
of the Washington Loan Division and while this will mean some 
increased responsibilities for the Loan Review Committee, it will be 
possible for us to reduce the Washington staff by about eight positions. 

Our plans for the future include greater emphasis on developing 
closer relationships with the banks of the country. We hope that 
these banks in participating with the SBA in loans will be able to 
collect much of the necessary information required for proper con- 
sideration of loan applications, thus enabling our people to process 
these applications more quickly and at less cost to the Government. 
The banks, we hope, will also take over much of the loan-servicing 
function with a resulting decrease in our average requirements for 
personnel assigned to the liquidation of outstanding loans as a larger 
volume of loans are on our books. 


PROCUREMENT AND TECHNICAL ASSISTANCE PROGRAMS 


The Small Business Administration also directs its attention toward 
small business requests that involve procurement contracts and 
technical, production, products, and managerial problems. 

It is in this area of work that greatly increased emphasis needs to 
be given to carry out the purpose of the Congress in creating the 
Small Business Administration. 

he procurement and technical assistance programs of the SBA 
are conducted by the Agency through its field offices. Objectives of 
these programs are: 





906 


To assist individual small business concerns desiring to participate 
in Government prime and subcontract purchases for supplies and 
services. 

To counsel, aid and assist small firms in obtaining technical jp. 
formation and data which will enable them to remain up-to-date jn 
production, product development, business management, and market- 
ing techniques to maintain and strengthen their competitive positions, 

To obtain information and maintain an up-to-date inventory of the 
facilities of small business manufacturing concerns for use in es- 
tablishing mobilization availability. This inventory is also put to 
use in connection with our prime contract referral and subcontracting 
programs. 

In brief, the procurement and technical assistance programs and 
activities have: 

Accounted for 3,600 joint determinations involving a total of 
$339,186,814 for 11 months of fiscal year 1955. 

Mr. Horan. What does that $339 million mean in relation to the 
$87 million you mentioned earlier? 

Mr. Barnes. That $339 million is the total dollar value of con- 
tracts set aside for exclusive letting to small business under the joint 
determination program with the Department of Defense, all three 
services. That means that when those contracts are let, only small 
businesses can bid on them. 

All of the contracts have not been let as yet but during this 11- 
month period that set aside has been made; it is the result of a joint 
screening between our people and the Defense Department repre- 
sentatives. 

Mr. Horan. On page 2 of your statement you state that there are 
7,000 applications amounting to $322 million. 

Mr. Barnss. That refers to—— 

Mr. Horan. Then you state 2,750 loans have been authorized 
totaling $87 million, including the sums represented by bank partici- 
pation. 

Mr. Barngss. Yes. 

Mr. Horan. $322 million on page 2 and $329 million on page 4, 
those are the amounts involved in the applications? 

Mr. Barnes. They are two different programs, sir. 

Mr. Horay. All right. 


DEFINITION OF SMALL BUSINESS 


Mr. FLoop. I would like the witness to make it very clear, in the 
form of definition, statement, or anything else, but I would like him 
to say something briefly now as to what he means by ‘‘small business.” 

Mr. Barngs. All right, sir. In referring to small business I lave 
used the definition that is contained in the act, which is that businesses 
which are independently owned and not dominant in their particular 
field is small business. 

The act further gives the Small Business Administration the author- 
ity to further define sizes of businesses by numbers of employees 0! 
volume of business. 

We have adopted a definition which is more detailed which is used 
in connection with our loan program and all activities except procure- 
ment. That definition is available. I would be glad to furnish it to 
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you personally. I think it is too long to insert in the record unless you 
would like to attach it in an appendix, but briefly what it does is to 
divide businesses by industry classification, and then using information 
which has been collected from the business census, it fixes the size 
standards by each particular industry. 

It makes a further breakdown as to retailers and distributors. 

Mr. FLoop. When you say it is long, what do you mean by long: 
Is it 40 pages, 10 pages? 

\ir. BARNES. 3 or 4 pages. 

Mr. Fitoop. Then I would like it inserted in the record, Mr. Chair- 
man, not in the appendix but at this point. 

Mr. Barnes. All right, sir. 

Mr. Preston. We will insert it. 

You may proceed. 

(The information requested is as follows:) 


, 


SMALL BusINEss ADMINISTRATION 


WASHINGTON 25, D, C. 
JuNE 10, 1954. 
SBA Bulletin No. 83, Revised. 
Subject: Definition of small business; Size Standards Committee. 


I. Purpose 


This bulletin explains the revised size standards which are to be used, effective 
immediately, by SBA operating officials to determine within any industry the 
concerns, firms, persons, corporations, partnerships, cooperatives, or other busi- 
ness enterprises which are to be designated ‘‘small-business concerns’’ within the 
meaning and for the purposes of the Small Business Act of 1953. 

This bulletin also explains the functions of the Size Standards Committee and 
the procedures whereby SBA operating personnel may secure the advice and 
assistance of the Size Standards Committee with respect to specific or general 
size problems. 

II. Poticy 


It is the object of the Small Business Administration to ‘aid, counsel, assist, 
and protect insofar as possible the interest of small-business concerns in order to 
preserve free competitive enterprise, to insure that a fair proportion of the total 
purchases and contracts for supplies and services for the Government be placed 
with small-business enterprises, and to maintain and strengthen the overall 
economy of the Nation’’ (sec. 202 of the Small Business Act of 1953). This 
requires that insofar as possible only small-business concerns receive the benefits 
of the programs of the ginal Business Administration. 

This bulletin sets out the current criteria to be used by SBA operating personnel 
to determine whether a specific concern is to be considered a small business 
within the meaning of the Small Business Act of 1953. These standards are to 
be applied without modification. 

The Size Standards Committee is an advisory group established to make recom- 
mendations to the Administrator concerning the size standards to be used for the 
purpose of determining generally, which business concerns are to be designated 
assmall. Final determination as to size in any given case will be made by the 
operating Officials directly concerned using the standards set out in this bulletin, 
with consultation, where necessary, with the Office of Economic Adviser. 


IIT. Size Stanparps CoMMITTEE 
A. FUNCTIONS 


The Size Standards Committee shall advise and make recommendations to the 
Administrator concerning the size standards to be used for the purpose of deter- 
mining which business concerns are to be designated as small. Such size standards 
shall conform to the general definition of small business contained in section 203 
of the Small Business Act of 1953. 
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B. ORGANIZATION 


1. The chairman of the Size Standards Committee shall be designated by the 
Administrator. The members of the committee shall be the following: ~ 
Special assistant to the Administrator. 
Director, Office of Economic Adviser. 
General Counsel. 
Director, Office of Financial Assistance. 
Director, Office of Procurement and Technical Assistance. 
The chairman shall appoint a secretary who shall serve at the pleasure of the 
chairman, 


Cc. MEMBERSHIP 


1. The present membership of the Size Standards Committee is as follows: 
Chairman, John J. McCarthy, special assistant to the Administrator. 
Jules Abels, Director, Office of Economic Adviser. 

Edward Schoen, Jr., General Counsel (represented by Ross D. Davis). 

William L. Rollins, Director, Office of Financial Assistance, (represented 
by Robert J. Page). 

Theodore G. Waale, Director, Office of Procurement and Technical 
Assistance. 

The secretary is James I. Mills, Office of Economic Adviser. 

2. A member of the Size Standards Committee may appoint a member of his 

immediate staff to represent him on the Size Standards Committee. 


D. PROCEDURES AND APPEALS 


1. General size standards 

(a) Suggestions for the modification or revision of the general size standards set 
out in part IV below will be received by the committee through the director of the 
office whose function is affected. In the appropriate instance, modification of 
the general size standards will be recommended by the committee to the Admin- 


istrator for final determination. No change in the general size standards will be 
made without the approval of the Administrator. 


2. Individual size problems 

(a) The function of the committee is advisory only. It is the responsibility 
of the operating personnel, in individual cases, to develop the pertinent facts, 
apply the criteria set forth herein, and make the final decision with respect to 
size. If the advice of the Office of Economic Adviser is required, the matter may 
be submitted to that Office by the director of the office concerned to obtain the 
recommendation of the Economic Adviser. The responsibility for the final 
decision, however, lies with such office head, 

(b) The initial responsibility, in most instances, for determinations as to size 
lies with the director of the regional office. In cases of doubt or where special 
problems exist the matter should be referred for final determination to the director 
of the operating office whose function is affected by the determination. 


3. Appeals 

(a) Any concern which has been prejudiced by a determination that it or any 
other concern is or is not a small business may apply for reconsideration to the 
director of the regional office in which the matter originated. Such applications 
must be made in writing, signed by applicant and shall contain the basis for 
reconsideration, together with all supporting facts. 

(b) If the application for reconsideration is denied by the director of the regional 
office, the request for reconsideration shall then be forwarded with the complete 
file for further consideration to the director of the Washington operating office 
concerned, together with a brief statement as to the reasons for denial. In the 
event that the director of the Washington operating office concurs in the denial 
of the avplication, the applicant shall be so notified by the regional director and 
informed that, if he desires, he may appeal the denial by writing a letter addressed 
to the Administrator but transmitted through the regional director concerned. 
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(c) Upon receipt by the director of the regional office of a letter of appeal from 
the applicant, the complete file shall then be forwarded to the Size Standards 
Committee who will make appropriate recommendation to the Administrator for 
his final determination. 

IV. Sizz STANDARDS 


A. SECTION 203 OF THE SMALL BUSINESS ACT OF 1953 PROVIDES 


“For the purposes of this title, a small-business concern shall be deemed to be 
one which is independently owned and operated and which is not dominant in its 
field of operation.” 

In addition, this section provides that this Administration may use additional 
criteria to define a small business. Such criteria are set out in this bulletin. 


B. SMALL BUSINESS AND AFFILIATES GENERALLY 


1. Every determination as to size must be based not only upon the size of the 
concern under consideration but upon the size of any other affiliated business. 
For the purpose of size determinations, the concern under consideration and all 
its affiliates will be considered as one unit. 

2. An affiliate, as used with respect to size, means a related or associated or- 
ganization. Affiliation may arise through common ownership, common control, 
or through various kinds of cooperative agreements between concerns, their 
ownership, or their management. 

3. The following is a list of factors, the existence of any of which raises a pre- 
sumption of affiliation: 

(a) Common ownership.— When a significant portion of the concern under 
consideration is directly or indirectly held by an individual (or individuals) or an 
associated group (family, holding company, other business entity, etc.) which 
also holds a similar interest in another concern, they may be said to be affiliated. 

(b) Common control.— When those who exercise or may exercise significant 
control over the concern under consideration can also exercise similar control 
over another concern, the concerns may be said to be affiliated. This control 
may arise as an incident of ownership, or it may arise through interlocking 
management such as common directors or common officers. 

(c) Affiliation by agreement.—Where there exists actual or tacit agreements 
relating to the operation of the concerns involved between individuals or asso- 
ciated groups having signficant ownership or control of concerns, these concerns 
may be said to be affiliated. ‘These agreements may embrace a wide variety of 
subjects including use of common facilities (both physical and management 
facilities such as common general counsel, purchasing or selling agency, bank 
account, and so forth), selling agreements, purchasing activities, methods of 
doing business, and the like. 

4. When any of the foregoing conditions are found to exist, there is thereby 
created a presumption that the concerns involved are so closely related that they 
must be considered as one entity for the purpose of determining if they are a 
small business. To rebut this presumption of affiliation, it is not sufficient to 
demonstrate that the firms involved are in competition with each other, or are 
in unrelated fields of competition; but the presumption may be rebutted by a 
showing that although the conditions set forth in (a), (6), or (c) of paragraph 3 
above may be said technically to exist, their existence is without significance: 
for example, an individual may be a director of several corporations, but all other 
evidence indicates that these corporations are completely unrelated to each other. 


C. SPECIFIC STANDARDS 
1, Procurement 


_The definition of small business used by the procurement agencies shall con- 
nue to be used for the purpose of procurement assistance programs: Any con- 
cern including affiliates which employs fewer than 500 persons, at the time of the 
submission of the bid, shall be classified as small. 


’. Loans with certificate of competency 


In cases involving an SBA loan to a concern which has been granted a certificate 
of competency, the same 500 employee standard shall be used in determining the 
Concern’s eligibility for such loan. 
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8. All other purposes 


(a) Manufacturing.—Any manufacturing concern shall be classified: 

(i) As small if it employes 250 or fewer employees; 

(ii) As large if it employs more than 1,000 employees; 

(iii) Either as small or large, depending on its industry and in accordance 
with the employment size standards attached, if it employs more than 259 
but not more than 1,000 employees. 

When a manufacturing concern is engaged in the production of a number of 
products classified into different industries, the appropriate standard to be used 
is that which is for the industry in which it is primarily engaged. 

Because employment may vary widely during the year for some lines of business 
activity, consideration should be given to the average employment of a concerp 
during the preceding 12 months. 

(b) Wholseale-—Any wholesale concern shall be classified as small if its annua] 
dollar volume of sales is $5 million or less. 

Any wholesale concern also engaged in manufacturing shall not be designated 
as a small-business concern unless it so qualifies under both the manufacturing and 
wholesaling standards. 

(c) Retail.—Any retail concern shall be classified: 

(i) As small if its annual sales are $1 million or less; 

(ii) As small if it is primarily engaged in making retail sales of general 
merchandise (including department stores and variety stores) or new and 
used motor vehicles or groceries with fresh meats and its annual sales are 
$2 million or less. 

(d) Service trades.—Any service trades concern shall be classified as small if its 
annual receipts are $1 million or less except that any hotel or power laundry shall 
be classified as small if its annual receipts are $2 million or less. All others shall 
be classified as large. 

(e) Contracting—Any concern primarily engaged in construction shall be 
classified as small if its average annual receipts are $5 million or less for the pre- 
ceding 3 years. 

(f) Any trucking and warehousing (local and long distance) concern shall be 
classified as small if its annual receipts are $2 million or less. 

(g) Any taxicab concern shall be classified as small if its annual receipts are 
$1 million or less. 

(h) Any other business concern shall be classified as small or large on the basis 
of pertinent size information submitted by the applicant and other pertinent 
available size data for applicable kind of business activity. 

(i) As used in section IV of this bulletin, the words ‘‘annual dollar volume,” 
“annual sales,’ and “annual receipts’? mean such volume, sales, and receipts 
during the most recently completed fiscal years. 

Approved. 

WENDELL B. Barnes, 
Administrator. 

Prepared. 

Joun J. McCarrtuy, 
Chairman, Size Standards Committee. 
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SMALL BusinEss ADMINISTRATION 
WASHINGTON, D. C. 


Employment size standards for identifying #1 small eepereny concerns 


| 
| Employment size standard ! 
| (number of employees) 
Industry | 
| 


250 500 | 1,000 


Apparel, n. e. ¢.? 
Bags, textile -_- 
Belts 
Blouses and waists 
Canvas pockets 
Clothing, shee ‘p- -lined and leather 
Clothing, men’s and boy’s, n. e. ¢c_-- 
Coats, children’s 
Corsets and allied garme nts 
Curtains and draperies 
Dresses, children’s 
Dresses, dozen price .. 
Dresses, Unit price 
E mbroide ries, except Sc hiffli-machine- 
Embroideries, Schiffli-machine_ --- 
Fur goods 
Garments, outer, Ww aterproof_ 
Gloves, dress, fabric and combination 
Gloves, work, fabric and combination- -- 
He undkerchiefs. bax aces 
Hat and cap materials 
| Hats and caps, cloth, men’s and boys’. 
Housefurnishings, n. e. c- 
Millinery. ; 
| Neckwear, ‘men’s and boys’. . 
| Neckwear "and se arfs, women’s 
Outerwear, children’ 8, N. e. C- 
Outerwear, women’s, n. @. C..- 
Robes and dressing gowns aad aoe 
; Shirts, dress, and nightwear, men gs _- 
basis 9328 | Shirts, work 
nent 2336 Skirts, women’s. .......-. 
Suit and coat findings. _- 
P 2311 | Suits and coats, men’s and boys’ 
me, 2335 | Suits and coats, women’s 
eipts 383 | Suspenders and garters 
Textile products, fabricated, n. e. c 
Trimmings and art goods 
Trousers, separate 
Tucking, pleating, and hemstitching 
Underwear, men’s and boys’ 
Underwear, women’s and children’s 


| 

| 

| 

APPAREL AND RELATED PRODUCTS 
| | 

| 

} 

} 





CHEMICALS AND ALLIED PRODUCTS 


Acids, fatty 
2812 | Alkalies and chlorines 
2889 | Animal oils, n. e. ¢ 
2831 | Biological products 
2832 | Botanical products 
2895 | Carbon black 
2899 | Chemical products, n. e. ¢ 
2842 | Cleaning and polishing preparations 
2852 | Color pigments, inorganic 
2821 | Cyclie (coal-tar) crudes 
2826 Explosives 
2871 | Fertilizers 
2872 | Fertilizers (mixing only) 
2825 | Fibers, synthetic____- 
28% | Gases, compressed and liquefied 
2894 Glue and gelatin 
286 | Grease and tallow--.- 
+63 | Gum naval stores (steam distilled) 250 
a ae sea ann Gada age een ener al eat a es 
2891 | Ink, printing____- 250 
819 | Inorganic chemicals, n. e. ¢ o----|--2+------ 
2897 Insecticides and fungicides. - -- 
+833 | Medicinal chemicals. ---- wenecennceccncce= 
2881 | Oil mills, cottonseed 











Any manufacturing concern will be considered small if it employs no more than the number of employ- 
indicated by the employment size standard for the industry in which it is primarily engaged. 
’ The abbreviation n. e. ¢. means not elsewhere classified. 


63859—55——58 
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Employment size standards for identifying small manufacturing concerns—Continued 


b Employment size stands 
Census (number of employee -¥ 


classifi- 
oation Industry 
code 500 1,000 


oe 


CHEMICALS AND ALLIED PRODUCTS—continued 


Oil mills, vegetable, n. e. c 

keen cumibeucsaesoawnne 
Oils, essential 

Oils, marine animal ._.-......-. se ec eeaiin hed aos Sigiaulns HATE 
MR 8 oe Sl) ied meaminsbie ab emnnt 
Paints and varnishes 

Pharmaceutical preparations 

Plastics materials 


Salt 

Soap and glvcerin 

Softwood distillation 

Tanning and dyeing materials, natural 

A kn de edvalicaeimaibeasne 
Whiting and fillers 


ELECTRICAL MACHINERY 


| Appliances, electrical 

| Batteries, primary (dry and wet) 
Batteries, storage- 

Carbon and graphite products 
Communication equipment, n. e. c 
Electrical control apparatus 
Electricai industrial apparatus, n. e. c 
| Electrical products, n. e. c 

| Electrical welding apparatus 

| Engine electrical equipment 

| Lamps, electric 

Measuring instruments, electrical 
Motors and generators 

| Phonograph records 

Radios and related products 
Telephone and telegraph eyes 
Transformers.. 

Tubes, electronic 

Wire and cable, insulated 

Wiring devices and supplies. 

| X-ray and therapeutic apparatus 








FABRICATED METAL PRODUCTS 


Barrels, drums and pails, metal 
Boilershop products. -- 

Bolts, nuts, washers, and rivets 
Cutlery i 

Doors, sash and trim, metal 
Enameling and lacquering 

Engraving on metal 

Files __- 

Fixtures, lighting 

Fixtures and oe, metal plumbing 
Foil, metal__ 

Galvanizing _. 

Hardware, n. e. ¢ 

Heating and cooking apparatus, n. e. c 
Metal products, fabricated, n. e. c 
Nails and spikes 

Oil burners___- ; 
Plating and polishing _ Ph Linden Gime iaeecaioella ehaenaanmaGiibee oes iainica art 
Safes and vaults... 

Saws and saw blades, hand 
Screw-machine products 

3444 Sheet-metal work 

3463 | Stampings, metal 

3493 | Steel springs. 

3441 | Structural and ornamental products 
3411 | Tin cans and other tinware 

3422 | Tools, edge 

3423 | Tools, hand, n. e. c 

3496 | Tubes, collapsible i 

3461 | Vitreous-enameled products. 

3489 | Wirework, n. e. c 


1 Any manufacturing concern will be considered small if it employs no more than the number of employ: 
ees indicated by the employment size standard for the industry in which it is primarily engaged. 
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Employment size standards for identifying small manufacturing concerns—Continued 


| 
Bi | Employment size standard ! 
Conmme (number of employees) 
jJassini- 
ation 
code 


Industry 


FOOD AND KINDRED PRODUCTS 


Animal feeds, prepared 
| Biscuit, crackers, and pretzels 
Bread and other bakery products 


Canning and preserving, except fish 
Cereal preparations 
| Cheese, natural 
| Chewing gum 
| Chocolate and cocoa products 
Confectionery products 
Corn products 
Dairy products, special 
| Eggs, liquid, frozen, and dried 
Fish, cured 
| Flavorings 
Flour and meal 
Flours, blended and prepare 
| Food preparations, n. e. c 
Frozen foods 
| Fruits and vegetables, dehydrated 
Ice, manufactured -_- 
Ice cream and ices 
| Leavening compounds 
| Liquors, distilled, except brandy 
Liquors, malt 
| Macaroni and spaghetti 
| Malt 
| Meatpacking, wholesale 
Meats, prepared 
| Milk, concentrated ____- A ei re ae Reet ed a ee 
| Oleomargarine 
Pickles and sauces 
Poultry dressing, wholesale 
Rice cleaning and polishing 
Seafood, canned 
Shortening and cooking oils 
Soft drinks, bottled 
| Sugar, beet 
Sugar, raw cane 
| Sugar refining, cane 
| Vinegar and cider 
Wines and brandy 





FURNITURE AND FIXTURES 


Furniture and fixtures, n. e. ¢ 

House furniture, metal except upholstered__............-.------- 
House furniture, wood, except upholstered 
| Household furniture, n. e. c 

| Household furniture, upholstered 

| Mattresses and bedsprings 

| Office furniture, metal 

| Office furniture, wood 

Partitions and fixtures 

| Professional furniture 

| Public building furniture 

| Reed and rattan furniture 

Restaurant furniture 

Screens, window and door 

Shades, window 

Venetian blinds 


INSTRUMENTS AND RELATED PRODUCTS 


Dental equipment and supplies 
| Measuring instruments, mechanical 
| Ophthalmic goods 

Optical instruments and lenses 
| Photographic equipment 
Scientific instruments 

| Surgical and medical instruments 

42 | Surgical appliances and supplies 
3872 | Watchcases 
3871 | Watches and clocks 





Any manufacturing concern will be considered small if it employs no more than the number of employ. 
Sindicated by the employment size standard for the industry in which it is primarily engaged. 





Census 

classifi- | 

cation 
code 


3121 

3131 | 
3141 
3151 
3152 
3171 
3199 | 
3172 
3111 
3161 
3192 
3142 


2441 
2443 
2444 
2445 
2424 
2425 
2493 

2492 
2431 
2432 
2442 
2421 
2422 
2491 
2499 
2433 


3593 
3564 | 
3571 


3569 | 
3582 
3581 
3599 
3542 
3579 
3532 
3554 
3592 
3566 
3555 
3561 
3586 
3585 
3576 
3589 
3583 
3559 

3 568 
3552 | 
3543 
3541 
3521 
3565 | 
3572 
3584 


| Leather tanning and finishing--_----- 





3591 | 
3553 | 
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Employment size standards for identifying small manufacturing Rancenne vontinned 


| Employment size standard 


(number of employees) 


Industry 





LEATHER AND LEATHER PRODUCTS 


Belting, industrial leather- 
Footwear cut stock 
Footwear, except rubber. -_.-------- chs main kem ee ames ae as aie 
rr  onsanhonnencesimecaneceuaoete 
Gloves, leather work 

Handbags and purse 

Leather goods, n. e. c_- 

Leather goods, small 


Luggage. 
Saddlery, harness, and whips 
Slippers, house. = 


LUMBER AND PRODUCTS, EXCEPT FURNITURE 


Baskets, fruit and vegetable---- 

Boxes, cigar eaeas Canes 
Boxes, wooden (except cigar boxes)... ees 
Cooperage - ; 

Cooperage stock mills 

Excelsior mills 

Frames, mirror and picture 

Lasts and related products 

Millwork plants_-_.._--- 

Plywood plants 3 

Rattan and willowware, n. e. c- 

Sawmills and planing mills, gene ral. 

Veneer mills 

Wood preserving. 

Wood products, n. e. ¢ 

Wood products, prefabricated_- 


MACHINERY (EXCEPT ELECTRICAL) 


Bearings, ball and roller_- 

Blowers and fans-_- 

Computing and related machines. - 

Construction and mining machinery - - 

Conveyors ; a 

Elevators and escalators. 

Engines, internal-combt istion 

Engines and turbines, steam 

Farm machinery (except tractors) - 

Pood-products machinery 

Furnaces and ovens, industrial. : 

General industrial machinery, n. e. c_-- 

Laundry and dry-cleaning machinery - 

Laundry equipment, domestic. -.___--- 

Machine shops. 

Metalworking m wchinery, n.e.c 

Office and store machines, n. e. ¢ ‘ 
Oilfield machinery and tools. .-.--- a 
Paper-industries machinery. ---...--..------- 

Pipe and fittings, fabricated 

Power-transmission equipment 

PerEnetnerECne TIMROTREMIOT «og nc ccc cnc nen e ences usoseumbsheehadioul 
Pumps and compressors... 

Pumps, measuring and dispensing - a ae tae 

Refrigeration machinery 

Seales and balances. - - 

Service and household machines, n.e.c 

Sewing machines-_-_--_- 

Special industry m: achinery, Ds ©. Crccqnsk ns sense -ds chomaal 
Stokers, mechanical 

Textile machinery aa : 

Tools, cutting, jigs, fixtures, ete......_-- ee eae 
Tools, machine--- 

Tractors-__- 

Trucks and tractors, industrial 

Typewriters__.. 

Vacuum cleaners. 

Valves and fittings, except plumbers’ ieiioainweinn 

Woodworking machinery 











500 


1,000 
1,000 


l ( ¥K) 





1 Any manufacturing concern will be considered small if it employs no more than the number of employ: 
ees indicated by the employment size standard for the industry in which it is primarily engaged. 





915 


Employment size standards for identifying small manufacturing concerns—Continued 





Ce nsus | 
lassifi- | 


cation | 


Employment size standard ! 
(number of employees) 
Industry 


250 : | 1,000 





MISCELLANEOUS MANUFACTURES 


3054 | Artists’ materials 
3991 | Beauty and barber shop equipment 
8) ne ecmaccinonuwn womans eee 3 
3963 | i eli. on enneetagensowwEeadeunuduabenooep outing 
SURE | Catal te nnitiend sl datedbeichccccacaqsanccceessacy 
3955 | Carbon paper and inked ribbons 
3982 | Cork products 
3942 | Dolls..._..-- 
3985 | Fireworks and pyrotechnics 
3962 | Flowers, artificial 
3992 | Furs, dressed and dyed 
3941 | Games and toys, n. e. c 
3994 | Hairwork 
3939 | Instruments, musical, n. e. ¢ ceeeebere 
WORD |: TRIE aaa ash ie cin aisinincds tint ows bs hd agin nee emcee 
3986 | Jewelry and instrument cases. ............................-- . 
3961 | Jewelry, costume : : 
3011 | Jewelry (pwedeus metal). ....................... Dusk ieecenied Pee 
3913 | Lapidary work-.-- 
3952 | Lead pencils and crayons - 
See 1 I St ano. cd acenekoesednuadawkmnengemaatnes 
3999 | Miscellaneous products, n. e. c 
3998 | Models and patterns (except paper)-..........--....-------.---- 
ae 5 Se ens. capkesacnentnawacpeacnpounne 
3964 | Needles, pins, and fasteners 
3932 | Organs 
SOG | Pee Ge PINE IIE so noc onc cn cecencdcccwnceucccccs- B® 
3933 | Piano and organ parts 
een en cahahedatinadaamamnnamanaine 
3996 | Pipes, tobacco 
3971 | Plasties, products, n. e. ¢c 
3987 | Shades, lamp 
3993 | Signs and advertising displays 
1. 000 3914 | Silverware and plated ware 
i 3989 | Small arms... --- 
1, 000 3990 | Small-arms ammunition _- 
: 3997 | Soda-fountain and bar equipment 
39 | Sporting and athletic goods. ..._...-.-_- ee oe aaa tienes 
a 3953 | Stamps, hand and stencils_.............-.----- ia ale 
1,000 3995 | Umbrellas, parasols and canes............----- saaantatle ah tledae 
1,000 343 | Vehicles, children’s 














PAPER AND ALLIED PRODUCTS 
2661 | Bags, paper --- 
2671 | Boxes, paperboard... -.....--- $644 eeeenGawane luswemonneebingeh eink 
Se. | EEN el tide cad ne waeen nese cncesewewansieeen ep -n-4pys 
2674 | Fiber cans, tubes, drums, etc 
2691 | Paper and board, die-cut 
2612 | Paper and board mills 
ee se cc ncn cgcesnasnes cas san =s+atepee . 
2699 | Paper products, converted, n. e. c 
2694 | Pulp goods, pressed and molded 
2611 | Pulp mills.......- ee oe ck eas Adee ee scipus a ordebaaaten dh 
2693 | Wallpaper 


PETROLEUM AND COAL PRODUCTS 


Se Or ak ak beecaedeenl<kankeos on ue canadien 
ae a meaner ebienedd 
Fuels, briquets and packaged 
Lubricants, n. e. ¢ 

| Paving mixtures and blocks 

| Petroleum and coal products, n. e. ¢c 
| Petroleum refining 





1,000 | PRIMARY METAL INDUSTRIES 





1,000 34 | Aluminum, primary 
1,00 | Aluminum rolling and drawing 
eee %51 | Copper, primary 
Copper rolling and drawing 
13 | Electrometallurgical products 
employ aan | PORNO © 655. Cale oiohcccukus wacsctoustecuaweswonen 
| Foundries, malleable-iron 





LS any manufacturing concern will be considered small if it employs no more than the number of employ- 
‘indicated by the employment size standard for the industry in which it is primarily engaged. 
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Employment size standards for identifying small manufacturing senpennerrContinued 


Employment size standard : 
Consens (number cf employees) 
Industry 


cation 2 Sn 
code 
1,000 


PRIMARY METAL INDUSTRIES—Ccontinued 


Foundries, nonferrous 

Foundries, steel 

Iron and steel forgings 

Lead, primary 

Metal industries, primary, n. e. ¢ 

Nonferrous metal rolling, n. e. ¢ 

Nonferrous metals, primary, n. e. c 

Nonferrous metals, secondary 

Pipe, welded and heav y-riveted 

Steelworks and 9 mills (includes 3311, blast furnaces) 
Wire drawing 3 

Sy IEE rite tic ous nccaitetcocecuntnscaciGeaacenaenekan 


PRINTING AND PUBLISHING INDUSTRIES 


782 | Blankbook making and paper ruling -- 
Bookbinding -. 
2 Bookbinding work, PENNE S22 SiS tio - eh sires oe wt tne y 
732 | Book printing----- 
| Books, publishing and printing 
ards, greeting 
Electrotyping and stereoty ping 
2792 | Engraving and plate printing... -.-........--...------- a ee 
| Lithographing 
Looseleaf binders and devices : 
Tene ee en eee ee eet ghd cannon cackonookewaeet 
Periodicals 
Photoengraving.- - 
Printing, commercial 
Publishing, miscellaneous 
Typesetting -__- 





| Footwear, rubber- 
| Rubber industries, n. e. ¢ 
Rubber, reclaimed 








STONE, CLAY AND CLASS PRODUCTS 


3291 | Abrasive products 

3292 | Ashestos products___- 

3251 | Brick and hollow tile 

3241 | Cement, hydraulic- 

3265 | China decorating for the trade 

3259 | Clay products, structural, n. e. ¢ 

3255 | Clay refractories 2 

3271 | Concrete products 

3221 | Containers, glass 

3281 | Cut-stone and stone products 

3293 | Gaskets and asbestos insulations | 

ee) re I re ee hE Oe so cc ccc Saccuebba nave eeewhoun enna emeene . 

3231 | Glass, products of purchased : 

3229 | Glassware, pressed and blown, n. e. ¢ 

3294 | Graphite, ground or blended 

3272 | Gypsum products 

3274 | Lime 

3299 | Mineral products, nonmetallic, n. e. c 
75 | Mineral wool 

3295 | Minerals, ground or treated 

3297 | Nonclay refractories 

3254 i 

3261 | Plumbing fixtures, vitreous 

3264 | Porcelain electrical supplies 

3269 | Pottery products, n. e. ¢_- 

3296 | Sand-lime products 

3298 | Statuary and art goods 

3253 | Tile, floor and wall 

3263 | Utensils, earthenware food 

3262 | Utensils, vitreous-china food 


1 Any manufacturing concern willbe considered small if it employs no more than the number of employ 
ees indicated by the employment size standard for the industry in which it is primarily engaged. 
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Employment size standards for identifying small manufacturing concerns—Cohtinued 


— " 


sol Employment size standard ! 
is “a (number of employees) 
aSSiil- | 

cation | 
code | 


Industry 


250 


— 


TEXTILE MILL PRODUCTS 


3 | Carpets and rugs, n. e. c 
Carpets, rugs and carpet yarns, wool 
Cordage and twine 
| Fabric, knit, mills 
| Fabric, narrow, mills 
| Fabrics, coated, except rubberized 
Fabrics, cotton broad woven 
Fabrics, rayon and related broad wover 
Fabrics, woolen and worsted 
Felt goods, n. e. c ae 
Floor coverings, hard surface...................- Jd. eee 
Glove, knit, mills 
Hats and hat bodies, fur-felt 
Hats and hat bodies, wool-felt 
Hats, straw 
Hatters’ fur as 
Hosiery, full-fashioned mills__.............--- ENE A aed 
Hosiery, seamless, mills Se 
Jute (except felt) and linen goods . 
Knitting mills, n. e. c.....------.--- ‘ibihetnnetannwekietine aman 
Lace goods_-_.-.--- 
| Outerwear, knit, mills 
Paddings and upholstery filling 
| Scouring and combing plants 
9 | Textile goods, n.e.c 
Textile finishing, except wool 
Textile finishing, wool 
| Textile waste, processed 
Thread mills ....--- : 7 
ACU I i hc ak ba ear sag ees d4Ebeena galing 
Yarn mills, cotton system ‘ e 
5 | Varta, Set Sey Pee baile ogc anno cegcaghe an dining «aes etc 
2| Yarn mills, wool, except carpet 
| Yarn throwing mills 








TOBACCO MANUFACTURES 

| Cigarettes 

| CME as en ca cesnbasbnedesds Orhaes aenanese coceeaseouhe 
Tobaceo, chewing and smoking 
Tobacco, stemming and redrying 


TRANSPORTATION EQUIPMENT 
Aircraft. -- 
Aircraft engines -_._..---.-- 
Aircraft equipment, n. e. c 
3723 | Aircraft propellers 
2 | Boat building and repairing -- 
Locomotives and parts 
Motorcycles and bicycles --... 
Motor vehicles and parts 
| Railroad and streetcars 
Ship building and repairing 
| Trailers, automobile 
15 | Trailers, truck 
| Transportation equipment, n. e. ¢...-..-- Ph. . Sabb dadddn af ideal 


Truck and bus bodies 


7 





wwwwwwe 





1 Any manufacturing concern will be considered small if it employs no more than the number of employ- 
tes indicated by the employment size standard for the industry in which it is primarily engaged. 


Mr. Fioop. I am interested in numbers of employees at this point. 
What is the maximum figure of employees at which point it is no 
onger small business? 

Mr. Barnes. If I may finish 
a ams Isn’t that a simple question? Is it 1,000, 7,000, 

0007 

Mr. Barnes. For procurement work it is 500 employees or less. 

In the other definitions to which I referred, it varies according to 
ie classifications. In some industries it is 250 employees or less, in 
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others it is 500, in others it is 750, and in a few it is 1,000. It is 
dependent upon the particular industry and the size in that industry. 

Mr. FLoop. But for procurement it is 500, a small business is one 
which can have 500 employees? 

Mr. Barngs. Yes, sir. 

Mr. Foon. In other cases of loans, and other purposes, it can go 
up to 1,000 in a few cases, it can go up to 750 in a certain number of 
other cases depending upon the type of business, and so on? 

Mr. Barnes. Yes, sir. 

Mr. Fioop. That is small business? 

Mr. Barngs. Yes. 

I should add that we do not believe that that definition for procure- 
ment purposes is equitable in all cases, and we would like to see a 
definition which can be used in both lending and procurement. 

However, since many other agencies of the Government are affected 
by changes in procurement definitions we have set up a task force to 
find an area of agreement among all the procurement agencies of 
Government on a different definition, that is different from the 500. 
Each of the agencies has commented but we have not had a chance 
to reply to those comments. 

We expect when we finally adopt one to give notice of it in the 
Federal Register, give 30 days for people to make representations as 
to whether or not they concur. 

Mr. Foon. Is there a target date for that report within a reasonable 
period of time? 

Mr. Barnss. Yes, sir. The target date is within the next 30 days, 
We expect to publish our proposals in the Federal Register and give 
a period of time in which industry may file objections. 

Mr. Fioop. I don’t want to interrupt your statement. 

Mr. Barnes. Provided aid, counsel and assistance to small firms 
in connection with referrals of contract opportunities and obtaining 
contracts or subcontracts from firms. More than 150,000 individual 
requests or referrals to small business firms were handled. 


INVENTORY OF SMALL BUSINESS 


The Small Business Act empowers the Administration to make 4 
complete inventory of all productive facilities of all small business 
concerns which can be used for war or defense production. This 
activity will of necessity be limited in scope during the fiscal year 
1956, but will be directed to the registering of key plants of key 1- 
dustries and of such additional concerns as possible. As of May 31, 
1955, a total of 29,389 plants had been so registered. 

A considerable amount of information is obtained about those 
plants when they are registered so they can be called upon in a 
emergency and so we can ascertain the type of work they are capable 
of performing satisfactorily. This proposed budget provides for 
registering approximately 20,000 additional small firms. 


PRODUCTS ASSISTANCE PROGRAM 


Discussions with representatives of smaller firms and letters Te 
ceived by this agency evidences a great interest in the new SB: 


products assistance program. ’ j 
Although this program is just getting underway, approximatel} 
4,500 requests have been received involving every State in the Unio 
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and several of the United States Territories. From a modest be- 
ginning averaging 100 requests for assistance per month up to the 
first of this year, the requests now have reached a total of 800 per 
month. With the stepped-up interest which small concerns have 
indicated in the program, the total requests could reach 2,000 per 
month by the end of the year. This proposed budget provides for 
meeting this need. 


MANAGERIAL ASSISTANCE PROGRAM 


SBA’s managerial assistance program embraces a number of services 
to small business. 

We provide small firms with publications on important management 
and technical subjects, prepared largely by recognized experts in 
private industry. These fall into three general classifications, known 
as Management Aids, Technical Aids, and Small Marketers Aids. 
More than a million copies of these have been distributed by SBA. 
Many other thousands have been reprinted and distributed, at no 
cost to the Government, by trade associations and other private 
organizations. 

The agency also has published 16 booklets dealing at greater length 
with important management subjects and also written, for the most 
part, by specialists of private industry. More than 285,000 copies 
of these booklets have been sold by the Government Printing Office. 

The Small Business Administration, in cooperation with leading 
educational institutions, is sponsoring short evening courses in ad- 
ministrative management. 

We began this program in the spring of 1954 in two universities. 
The response was so enthusiastic, both from the businessmen who 
attended the first two courses and from the participating universities 
themselves, that the program has been expanded to include 55 courses 
in 42 educational institutions during the 1954—55 school year. 

Our estimates are predicated on the present Small Business Act of 
1953, and no provision has been made for any other duties or responsi- 
bilities which may be added by the enactment of legislation now 
under consideration by the Congress. Some of the provisions of bills 
under consideration could conceivably affect our present requirements 
materially, 

I will be happy, Mr. Chairman, to answer any questions with the 
assistance of my associates. 

Mr. Preston. All right, Mr. Barnes. 


NUMBER OF LOANS MADE SINCE INCEPTION OF AGENCY 


You actually made 1,550 direct loans, not counting disaster loans. 
That is in accordance with your statement? 

Mr. Barnes. Not all direct loans. Some were participation loans. 

Mr. Preston. Yes, but as distinguished from disaster loans you 
made 1,550 loans in approximately 2 years of operation? 

Mr. Barnes. That is correct. Our loan program did not actually 
get under way, we did not have authority to start lending, until about 
the first of October 1953. 

In actual fact we began receiving applications in October but were 
still engaged in acquiring a staff and setting up offices, and it was not 
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until in November, I think, that we took action on our first loan, and 
not until after the first of the year that any volume was achieved at all. 

Mr. Preston. You have been running for 20 months, then? 

Mr. Barngs. Yes, sir. 

Mr. Preston. Divided between 48 States, leaving out the District 
of Columbia, that averages 32 loans per State in the United States? 

Mr. Barnes. Yes, sir. 

Mr. Preston. That strikes me as being an exceedingly small 
number for an agency dealing with small business, and it reflects jn 
my judgment the type of fiscal policy that this agency has pursued 
since its inception. 

It gives further credence to the fact that the policy of this agency 
has not been in keeping with what Congress intended when it enacted 
the law. That is my personal opinion and not the opinion of the 
committee necessarily. 

I want to ask specifically about some of these matters. 

Mr Barnes. Mr. Chairman, may I have an opportunity to com- 
ment on that? 

Mr. Preston. Indeed. 

Mr. Barngs. In my administration of this law since I was appointed 
administrator in November of 1953—I was the former general counsel 
of the agency—we did not, as I indicated a moment ago, reach any 
volume of loans until around February and March of 1954. 

But in passing on these loans, and there are some 5,000 applications 
that have come in of various types, as indicated before, we to the 
ae our ability have tried to apply the criteria set up in the law 
itself. 

It is not possible, I believe, under the present law, to make a loan 
in a case which is doubtful or in which there is inadequate security. 

Many of these applications which were made during the first 
months, the early months of this agency, were from, in my opinion, 
businesses which had attempted in the past to obtain loans from 
other Government agencies and other sources and were marginal 
in nature. 

While it is true that different people could disagree as to the quality 
of a particular loan, I want to assure you with all the sincerity I have 
that I have myself attempted to make every loan which could be 
made under the authority contained in the law. 


AGENCY APPRAISAL POLICY 


Mr. Preston. Mr. Barnes, have you ever had a meeting with your 
field appraisers? 

Mr. Barnes. Advisers? 

Mr. Preston. Whoever the people are who go out and appraise 
the property offered as security for loan. 

Mr. Barnss. I have not personally met with them. 

Mr. Preston. Who has met with them from your office? 

Mr. Barnes. The standards for appraising are covered in field 
manuals, 

Mr. Preston. I understand that. You have manuals in the Army 
and in every branch of the Government, but have you ever had 4 
meeting with your field appraisers, those who go out and appraise the 
property offered for loan? 
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Mr. Barnes. Our people in financial assistance would meet with 
them and the regional directors would. 

Mr. Preston. I understand they are the appraisers’ bosses and 
naturally would meet with them. But the policy of your agency as 
translated down to the appraisers would have a great deal to do with 
the final determination on an application for loan. 

I am wondering what the policy of this agency is—whether it is 
well-established or whether it is nebulous—who in your office ever 
has had a meeting with all of the appraisers that you use in the 
United States? 

Mr. Barnes. We have not had such a meeting, sir. I would rather 
have Mr. Engles develop this more fully, but in some types of loans 
the appraisal will be made by a private appraisal company employed 
by the borrower himself, and we accept that appraisal. 

In bank participation loans, the bank makes the application for the 
borrower, and regardless of what appraisal the borrower has put on it, 
the bank itself has made an appraisal, and usually we also make a 
check to see if the property is there. 

In some direct loans we have appraisals by our own people and they 
do that under general instructions to determine the liquidation value 
of the property at the place it is located. 

I do not believe there is any difference in Government lending or 
private lending on the matter of appraisal. It is a matter of determin- 
ing the value at which a property can be liquidated. 

Mr. Preston. Let us pursue that further. You say you do not 
think there is any difference. 

When a man has exhausted every recourse in his local community 
for credit and cannot get it, he then looks to this agency created by 
Congress for the purpose of giving some relief to that person. 

Is it not true that this agency must look at this proposition with a 
softer eye than the hard-hearted banker who sits behind a mahogany 
desk and who already is making more money than he can pay taxes on, 
. - it your policy to look at it with the same jaundiced eye as the 

anker? 

Mr. Barnzs. I think we do look at it with a more liberal view than 
is possible in private banking. I was talking merely about establishing 
value, which is what you do in an appraisal. 

You ascertain what the property is worth and what its value as 
or is for a particular loan. That is what the law requires us to 
do. 

Mr. Preston. If the bankers look at it, though, and they apply for 
the borrower, let us take that type of case, you know to begin with 
that the bankers put a very hard figure on whatever collateral they 
are Offered. It is your policy to accept that figure as is, without any 
mental reservation or leeway so far as your policy is concerned. You 
treat it as a hard figure. Is that it? 
~ Mr. Barnes. We approve most of those loans. However, some- 
limes we have questions about the banks appraisal, and that is pos- 
sible because we also ask the borrower to set up cost value, the present 
value at which it is carried on the books, the appraised value and the 
liquidating value. If, for example, it appears to us that there is 
reason to doubt the liquidating value which is assigned we would, and 
[have done so many times without hesitation, ask our own people to 
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go back and check the bank’s appraisal to see if there is reason to 
disagree. 

But in most of these cases the bank is submitting the application 
and is in effect urging that the loan be made. We have approved 
a greater proportion ‘of those applications than of the applications 
for direct loans. 


NUMBER OF DIRECT LOANS MADE BY SBA 


Mr. Preston. How many direct loans have you made? That 
would be interesting for the Committee to know. Loans without 
bank participation? 

Mr. Enates. 513. 

Mr. Tuomas. In 1 or 2 years? 

Mr. Enaues. Since we have been in operation. That is part of 
the 1,500. 

Mr. Preston. That is roughly 10 per State. 

Mr. Fioop. In how many years? 

Mr. Preston. In 2 years. Five per year per State. 

Mr. Yates. In what amounts? 

Mr. Preston. Do you have that? 

Mr. Enauus. $22,080,667. 

Mr. Preston. You have required bank participation in two-thirds 
of the loans you have made so far, other than disaster loans? 

Mr. Barnes. Of the loans we have approved, two-thirds have 
been in participation with banks. We tried to apply the same 
credit judgment to both of them. 


NUMBER OF DIRECT AND PARTICIPATING LOANS DECLINED 


Mr. Preston. How many direct loans have you declined in your 
period of existence? 

Mr. Enates. We can furnish you that figure. 

Mr. Preston. You have almost every other figure here but that. 
Can’t you supply it now? 

Mr. Hanna. I can insert it in the record, Mr. Preston. 

Mr. Preston. I would like to have inserted in the record at this 
point the number of applications declined for direct loans and the 
number declined for bank participation. 

Mr. Enauzs. We do have it. 

Mr. Preston. What is it? 

Mr. Eneuss. 1,842 applications. 

Mr. Preston. Declined 1,842 direct loans. 

How many have you declined for bank participation? 

Mr. Enetss. 829. We declined a total of 2,671 loans. 

Mr. Barnes. Mr. Preston, you understand, also, that the law 
requires us to ascertain if a bank will take a participation before we 
can make a direct loan. It is very clearly spelled out in the law. 

If an individual comes to us and asks us for a direct loan, we are 
not allowed to entertain his application until he has made a showing 
that a bank participation loan is not available. 

That individual then goes back to a bank. 

It has been pretty clear to us that the banks will take the better 
quality of those loans and come in and take a participation, so that 
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the ones not able to get a bank participation then come back and ask 
for direct loans. 

We judge those on their merits under the law, but obviously the 
private lenders have looked at them and have judged their merits, 
so we are in the more problem area of lending. We have made them 
without hesitation if they can show that they have security, if there 
is a reasonable assurance that the loan can be repaid out of future 
earhmigs. 

And may I say that in judging the loans I have looked more to the 
earning aspect of the loan than the collateral. 

I mean by that, if the cost of the collateral exceeds the amount of 
the loan that is sought, and the appraised value exceeds it and the 
liquidating value is near to it, then from there on the emphasis is on 
whether or not, if the loan is made, there will be sufficient earnings 
to repay his other debts and the Government loan being made. 

Mr. Yates. Apparently this is not the standard for your field 
offices because I know of loans in the field where that standard was 
not used. 

I know of one particularly where a liquidating appraisal has ex- 
ceeded $150,000, and a loan of something like $75,000 or $100,000 
was sought. They just could not get it. 

Mr. Barnes. Without knowing the situation it might be that the 
earning record has not been good. 

Mr. Preston. Along that same line, Mr. Yates, I have had personal 
experience with 3 applications in my State, all 3 of them declined. 

The first one, through my insistence with the State office, took a 
new look at it and the appraiser who went down there was practically 
instructed to increase the valuation he had placed on the collateral, 
and it was finally approved and it is in current status and in good 
shape. It saved this fellow’s very life. 

' Mr. FLtoop. May I extend my compliments to the gentleman from 
reorgia? 

That is in the nature of a minor miracle, and you deserve a com- 
mendation of all members of Congress and everyone else. 

Mr. Preston. My own personal experience leads me to believe that 
you put a greater emphasis on technical advice and assistance and 
perhaps attempt to steer them into the proper channels and that sort 
of thing than actually making loans and granting relief to the small- 
business people. 

Is that a fair statement, Mr. Barnes? 

Mr. Barnes. I do not believe it is. I think it is fair to ask Mr. 
Engles to comment on this. 

He was with the RFC for 20 years, he has worked for me for 2 years, 
and as far as I am concerned he can say anything he wants to about 
my own personal policies in judging these loans. 

Mr. Preston. All right. 

Mr. Barnes. I feel there is a responsibility to make loans that will 
be repaid. There has been no indication to me from Congress that 
this should be a give-away program or that it should be anything 
except judgment on the merits. 

f any action I have taken has been unjust or ill-advised, I have 
ilways been willing to reconsider it. 

Some of the applicants have come in 2 or 3 times and over a period 
of 6 or 8 months they can show that their first contention about 
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earnings was correct, and we have admitted the error and authorized 
the loan. 

I cannot answer that question as well as Mr. Engles who has had 
experience under both systems and who can answer freely without 
any criticism from me. 

Mr. Preston. All right. 

I want to say for the record that the committee recognizes you have 
not been with this agency since its inception. 

How long have you been there? 

Mr. Barnes. I have been there since September of 1953. I was 
general counsel until—— 

Mr. Preston. I am talking about as Administrator? 

Mr. Barnes. Since November of 1953. 

Mr. Preston. I am afraid you will have to take the credit for 
whatever has been done, then, because that is when you started 
making loans. 

Mr. Engles, we will be glad to hear from you and anything you 
want to say in defense of this agency. 


SBA LOAN POLICY 


Mr. Enaues. I was with the RFC for 20 years as Mr. Barnes said, 
and I think RFC did a pretty good job in trying to make loans. 

I also think that we are a lot more liberal than the RFC, and we 
spend a lot more time in trying to work out a satisfactory solution for 
the applicant than we did in the RFC. 

We are dealing with smaller borrowers, the loan limit is $150,000, 


and I am convinced that we place a lot more emphasis on the earning 
records of the company and the ability to repay a loan than we 
do collateral. 

It worries me a little bit sometimes, but I know we do that and I 
know we spend lots and lots of time trying to make a loan. 

I am sure that Mr. Barnes is as liberal as any one possibly can be 
in this loan program. 

I would like to say further that we started out with $55 million to 
lend. We came back and asked for $50 million more and got $25 
million, so we had a total of about $80 million to lend in the program. 

We have actually committed, including the bank participations, 
about $87 million. 

That means to me that we have really loaned out all the money 
that Congress gave us. 

Mr. Preston. You have not had a shortage of funds in your 
revolving fund, have you? 

Mr. Enates. No, but the reason we are still in business today is 
because some of the loans we approved and authorized have beet 
taken over by private sources since we authorized them. 

A lot of banks will let you go through the motions of setting up 4 
term loan and after you get it set up they will take it. That has 
happened many times in this program and doesn’t show up in the 
total loans made. 

Furthermore, we have collected some money back which enables 
us to lend it again and we have also sold some loans we have made 
which has kept us within the $80 million. 





fund 
Is 
M 
M, 
Mi 














to 
$25 
am. 
ons, 
ney 


your 


ay is 
been 


up 4 
t has 
n the 



















nables 
made 


925 


I would hate for the Congress to think that we were down there 
trving to turn down loans because we are trying to make every one 
of them. We spend a great deal of time doing it under the act. I 
don’t think we could be any more liberal. 

Mr. Preston. I would hate mighty bad to be in financial distress 
and have to ask for money from you judging from the experience 
[ had with people in my State. 

Mr. FLoop. It is my opinion, since my friend has testified and 
just raised the issue, I would like the record to show that it is my 
opinion, and I have heard it expressed by many of my colleagues, 
that we think the philosophy of the Small Business Administration 
in the last couple years is such that you exist as a subterfuge and 
for the purpose of not granting loans. 

That is the antithesis of your position. 
clearer. 

Mr. Barnes. The only way I can possibly answer that, sir 

Mr. FLoop. I don’t know if you can. 


Mr. Barnes. Generalizations are not what you or I would engage 
in. 

Mr. Yates. I wouldn’t say that about Mr. Flood. 

Mr. Barnes. If there is a loan application you can point to and 
say our decision was in error, we will reconsider it now or at any 
future time. 

Mr. FLoop. You would be a very busy man, and so would I. 


Mr. Preston. How much do you have on hand now uncommitted? 
Mr. Hanna. As of May 31, $23,583,000. 























I couldn’t make it any 















































AMOUNT OF SUPPLEMENTAL REQUEST 


Mr. Preston. You are seeking today under this request, under the 
category of ‘Salaries and expenses,’ first for procurement and tech- 
nical assistance, $2,015,000? 

Mr. Barnegs. Yes, sir. 

Mr. Preston. Number two, for financial assistance, other than 
loans, $685,000, making a total of $2,700,000 direct appropriation? 

Mr. Barngs. Yes, sir. 

Mr. Preston. You seek by transfer, number one, direct lending 
from revolving fund, $2,865,000 for administrative purposes? 

Mr. Barnzs. Yes, sir. 

Mr. Preston. Number two, liquidation of RFC for disaster loans, 


——— making a total of $3,400,000 by transfer from the revolving 
und. 


Is that correct? 

Mr. Barnes. Yes, sir. 

Mr. Preston. That is from the two? 

Mr. Barnes. Yes. 

Mr. Preston. Making a total of $6,100,000. 

Mr. Barnes. That is correct. 

Mr. Preston. I know there are numerous questions the committee 
iembers wish to ask. In order not to usurp too much time myself 
shall pass on the questioning to Mr. Thomas at this point. 

Mr. Tuomas. Mr. Barnes, without any fault on your part or any- 
body else’s, your justifications got here at the same time you gentle- 
len did, so we have not had a chance to study them in any detail. 
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EMPLOYEES 





NUMBER OF 


How many employees did you have at the end of the fiscal year 
1955 and what number are you anticipating in 1956 under ‘this 
appropriation? 

Mr. Hanna. On May 31 we had 740. 

Mr. Tuomas. What number will this appropriation for 1956 giye 
you? 
Mr. Hanna. We are requesting funds to provide a total of 845 by 
the close of the fiscal year. 

Mr. Tuomas. You have 15 regional offices? Is that correct? 

Mr. Hanna. Fourteen, sir. 

Mr. Tuomas. How many are located in your regional offices for 
1955 and how many for 1956? 

Mr. Hanna. The employment as of May 31 in field offices was 500, 

Mr. Tuomas. That leaves you 240 in the District of Columbia. 
Is that correct? 

Mr. Hanna. That is correct. 

Mr. Tomas. How many for 1956? 

Mr. Hanna. The number of positions requested for 1956 in the 
field is 600. 

Mr. Tuomas. Your program, as far as your workload is concerned, 
can be broken down into 4 big headings, and I am relying on my 
memory—l is for loans, 2 is for disaster loans, 3 is for contract pro- 
curement, and 4 is for your management assistance, counseling, and 
education? 

Mr. Barngs. Yes. 

Mr. Tuomas. That is roughly your program? 

Mr. Barnss. That is right. 





























DISASTER LOANS 






Mr. Tuomas. Refresh our memory on disaster loans as to the act, 
Are those funds to come from your revolving fund for business loans? 














Mr. Barnes. The law set up an authorization of a certain amount te 
for disaster loans, a certain amount for business loans, and a certain € 
amount for prime contracts, but there was one fund which was all to a 
come out of the one revolving fund, so there was no separate appro- pal 
priation for either of those purposes. \ 

Our disaster-loan activity during the year was something beyond Ist 
anything we had anticipated or comprehended. < 

Mr. Tuomas. And your disaster loans and small-business loats \ 
come from the same 1 revolving fund? Thi 

Mr. Barngs. Yes, sir. Mi 

Mr. Tuomas. What is the total amount of your authorized use 0! \l 
the revolving fund as of the end of this year? Is it $80 million or $54 M 
million? M 

Mr. Hanna. $80 million is the total appropriation to the revolving what 
fund. M 

Mr. Tuomas. This request of $25 million will make a round figure & »,;,,,, 
of $105 million, then? M 
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Mr. Hanna. That is correct. 
Mr. Tuomas. How many disaster loans have you made in the fise? al 


year 1955? 
Mr. Hanna. Through May 31, we have made a total of 1,026. 
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BUSINESS LOANS 


Mr. THomas. How many business loans did you make during the 
same period? 

Mr. Hanna. 1,038. 

Mr. Tuomas. Your total business loans, then, have been 1,500? 

Mr. Hanna. That is right. 

Mr. Tuomas. But during the present fiscal year 1,038 of the 1,500 
have been made. Is that correct? 

Mr. Hanna. That is correct. That is out of 11 months in this 
fiscal year. 

Mr. Tuomas. Of the 1,038 business loans how many of them were 
direct loans during the fiscal year 1955, without participation? 

Mr. Hanna. I don’t have that breakdown available, Mr. Thomas. 

Mr. Tuomas. You said your total direct loans for the 2 years you 
have been in operation were 500 in round figures. What part of the 
500 were made during fiscal year 1955? Is it 350, 400? 

Mr. Barnes. It has run roughly 33 percent. Two-thirds have 
been participation. 

Mr. Tuomas. What part of your 500 direct loans have been made 
during the fiscal year 1955? 

Mr. Hanna. I do not have that breakdown. 

Mr. Tuomas. Can you give us an approximate figure? You made 
1,500 loans 

Mr. Hanna. Three hundred and fifty to four hundred. 

Mr. Tuomas. Five hundred approximately have been direct and 
1,000 participating. What part of that 500 actually were made during 
the fiscal year 1955? 

Mr. Hanna. I would estimate 350 to 400, sir. 


RFC LOANS 


Mr. Tuomas. I believe your justifications show you are seeking 
$535,000 for administrative expense to help liquidate some old RFC 
loans and you are going to liquidate during the fiscal year 1956 about 
$2.2 million. Are those figures approximately correct? 

Mr. Hanna. We estimated about $3 million in reduction in princi- 
pal during fiscal year 1956. 

Mr. Tuomas. $2.963 million, yes, at a liquidation cost of $535,000. 
Is that right? 

Mr. Hanna. Yes, sir. 

_ Mr. Tuomas. What percentage of administrative cost is that? 
Chis is purely a liquidation item and it is not for making loans, is it? 

Mr. Hanna. That is right. 

Mr. Tuomas. It is about 5 percent, is it not? 

Mr. Hanna. Yes. 

Mr. Tuomas. How many employees have you engaged in that and 
what is the number of loans involved? 

Mr. Hanna. Approximately 2,900 loans outstanding at the begin- 
ning of this year. 

Mr. Barnes. There were about 3,500 originally transferred to us, 
which were all of the outstanding disaster loans on the RFC books, 
and they were transferred to us for collection. 

63859—55———_59 





*. THomas. What is the dollar amount of the 3,500 loans? 
*, Enaies. About $15 million. 

Tuomas. You will liquidate about $3 million this year? 
. ENGLEs. Some are 10-year loans and some 20. 


PROCUREMENT AND TECHNICAL ASSISTANCE PROGRAM 


Mr. Tuomas. What number of your employees are engaged in con- 
tract procurement and where are those employees located? Are they 
all in the District of Columbia or do you have any in the field? 

Mr. Hanna. We have 27 procurement screening specialists, Mr, 
Thomas, and these are employees who are engaged in the screening 
of Government procurement. 

In addition we have other production industrial specialists who 
work part-time where the particular installation does not require the 
full-time attendance of a man in order to handle the screening. 

We are asking for 27. We have 18 at the moment. 

Mr. THomas. What does the word ‘‘screening”’ indicate? 

Mr. Hanna. Thirteen of those 18 people are located in Defense 
Department procurement agencies and are engaged in screening invi- 
tations for bids for the purpose of setting aside these procurements 
for small business under the joint determination program. 

Mr. Tuomas. You have 18 out of your 740 employees doing that 
type of work? 

Mr. Hipxins. Yes, sir, 13 of them permanently in defense installa- 
tions and 5 who visit various installations. 

Mr. Tuomas. How many do you have now in loans dealing with 
your 1955 figure of 740 employees? 

Mr. Barnes. Mr. Thomas, to give you a better reflection of what 
that means, when he said we have these industrial specialists stationed 
in field offices, in addition to other duties they visit certain installa- 
tions on a part-time basis. They do the same work as these 18, 90 
the 18 would not be a total number since there are other men who do 
the same—— 

Mr. Tuomas. I understood that. Do you desire to change the 
figure of 18 and give us an approximate figure? 

“Mr. Barnes. We have it broken down by man-hours and on 4 
workload basis. Would that be of assistance? 

Mr. Tuomas. Any way you want to give it. 

Mr. Barnes. On page 9 of the submission is the breakdown by jobs. 

Mr. Tuomas. As I stated a while ago, through no fault of yours 
we got this here only a moment ago and we did not have a chance (0 
look it over. 

How many people do you have in loans approximately? 

Mr. Enauzs. Forty-three in Washington, 167 in the field, and 7 
clerical in the field. 

Mr. Tuomas. What is the sum total of them all? 

Mr. ENGLEs. 287. 

Mr. Tuomas. And you made 350 or 400 loans last year. That ® 
one and a third loans per employee. 


Mr. Hanna. 1,000 loans last year. You speak of the current year’ 
Mr. Tuomas. Yes. 
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Mr. Hanna. I believe 1,038 is the figure. 

Mr. Tuomas. Yes; including participating loans. 

Mr. Hanna. Yes, sir. 

Mr. Toomas. That is about two and a half loans per person, three 
loans per employee during the fiscal year 1955. 


FINANCIAL ASSISTANCE PROGRAM 


How many do you have in your educational, counseling and advising 
program ? 

Mr. Hanna. The breakdown is shown on page 46, Mr. Thomas. 

Mr. THomas. How many people do you have engaged in that 
service? 

Mr. Hanna. Twenty-two are on the inquiries and interviews and 
16—were you talking about financial counseling? 

Mr. Tuomas. Yes; advising; whatever you want to call it. 

Mr. Hanna. On the financial program, handling financial counsel- 
ing, 16 and a half. 

Mr. Tuomas. That can’t be right. 

Mr. Enaues. That is included in the total of 287, too, Mr. Thomas, 
That is the total number of people engaged in the loan program in 
the field and Washington, in the counseling program, processing of 
loans, closing of loans, administration of loans, the whole program. 

Mr. THomas. 287, then? 

Mr. Eneues. That includes clerical, stenographic, and includes 
disaster loans and disaster loans of the RFC. 

Mr. Tuomas. Roughly you have 300 people here with commingled 
duties, but it all points to one main purpose, and that is loans. It is 
about three loans per person per year. 

Mr. Barnes. In terms of workload basis, Mr. Thomas, we have 
certainly felt that the measures should be as against the applications 
considered or the actions which were taken by the agency, since these 
same individuals must screen the bank participation loans and make 
verifications about those. 

We do not just accept them because a bank has offered them. 
There are some doubtful loans that are in that category. 

Mr. THomas. What is your educational program under this 
segment? 

Mr. Barnes. We have five people in the Washington office and in 
the field offices, the regional director or one of his assistants will spend 
a few hours per month. 

Mr. Hipxins. These five people in the Washington office—— 

Mr. Taomas. How many do you have in the field? 

Mr. Barnes. No one in the field full-time. 

Mr. Tuomas. What I am getting at is this: The big complaint 
against your agency is simply this: 

Instead of making loans you are educating the people on how to 
run their own business, how to improve it, and it all adds up to this— 
instead of getting dollars, which they are looking for, they get a lot 
of words, advice and counsel. That is not what they want. 
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PRINTING AND REPRODUCTION 


What is the amount of your printing bill? How many documents 
of advice are you printing a year? I believe you stated you have 16, 
18, or 24 different documents that you were printing under this 
program? 

Mr. Enates. That is not on the loan program, Mr. Thomas. 

Mr. Tuomas. What is it under? 

Mr. Encues. Under the management aid program. 

Mr. Tuomas. That is part of it. You have 4 or 5 divisions set up 
coming under that—management aid, education, and whatever you 
want to call it, counseling and advising, but it all goes back to loans, 

Mr. Enatzs. No, sir. It is a separate part of the act. 

Mr. Txomas. All right. How many people do you have in your 
printing establishment? How many documents are you printing and 
what is the nature of them? What is the cost of them and what is 
their circulation? How many documents did you print in the fiscal 
year 1955? 

Mr. Barnes. Pubiished 16 booklets dealing at greater length, and 
those are all sold at the Government Printing Office and—— 

' Mr. Tuomas. What were some of the subjects involved? 

Mr. Hipxins. On page 56 of the justifications, there is the beginning 
of the listing of the various aids which have been printed. 

Mr. Tuomas. That is the beginning, and it runs through what 
page? Also what is the total cost of your publications? 

Mr. Barnes. It should be broken down into two parts—the 
management and technical aids. 

Mr. Hipxins. Total cost of all the aids we have printed up to date 
is approximately $64,000. They have been sold at the Government 
Printing Office. 

Mr. Tuomas. You bave a figure of $99,500; is that the overall cost? 

Mr. Hanna. Overall cost for printing and binding. 

Under management and technical aid we have estimated $27,800 
for the year. 

On the next page we have identified 

Mr. Tuomas. What is the $27,500 figure? 

Mr. Hanna. That would provide for eight small business manage- 
ment publications, at an average cost of $1,850. Those are the ones 
sold by GPO but we have to pay the setting up cost and the initial 
publication cost. 

Mr. Tuomas. Of your 16 different pamphlets what is the number 
of copies, total number printed of all 16 of them? 

Mr. Barnes. 310,987 have been sold by the Government Printing 
Office. 

Mr. Tuomas. For the fiscal year 1955? 

Mr. Barnss. Yes, sir. 

Mr. Tuomas. You sold $310,000 worth? 

Mr. Barnes. No, 310,987 is the total number of booklets. that have 
been sold. 

Mr. Hanna. That is cumulative. 

Mr. Barnes. It extends back prior 

Mr. Tuomas. How many years? 

Mr. Barnes. Through 18 months because, as I recall it, we go! 
none out before. 
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Mr. Tuomas. You said something a while ago about some classes 
in universities. What is the nature of those classes and what does it 
cost you? 

Mr. Barnes. The university or college conducts the classes and 
furnishes the instructors and charges a fee for it, which is paid by the 
students. We merely provide information on the courses to the 
universities, act as cosponsor, and furnish information to local groups 
and businessmen who may be interested when the course is set up, so 
we do not have any expense during the conduct of the course. That 
is completely under the university. 
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; Mr. THomas. What is your travel bill for 1955 and what are you 
d looking for for 1956, your total travel bill? 
P Mr. Hanna. Total travel for the current year is $210,000. 
i Mr. Tuomas. What do you seek for 1956? 
Mr. Hanna. It is $215,000 for 1955 and we are requesting $268,000 
dR for 1956. 
DISASTER LOANS 
ng Mr. THomas. What about the disaster loans? How many people 
do you have engaged in that work? I am not talking about liquida- 
at tion now but about the disaster loans. 
Mr. Barnzs. It has varied, Mr. Thomas. 
he Mr. THomas. Did you say you made 1,038 in fiscal year 1955? 
Mr. Barnes. That is right. 
ate Mr. Toomas. How many people involved in that? 
ent Mr. Barnes. In the fall, following the hurricanes, we took people 
s off of other jobs and assigned them into the disaster areas. I would 
st estimate that we probably had 50 to 75 people along the Atlantic 
seaboard, from the Carolinas through to Maine working on disaster 
800 loan applications. 
That work continued slacking off into the middle of the winter as 
the applications fell off. 
You see, under the disaster orders issued we allow 6 months within 
ag B® which to file an application after a disaster. 
oe Then there were individual disasters in other parts of the country 
itial HF which might have required 1 or 2 men from each of several regional 
offices for a period of from 3 to 6 weeks, and it is difficult to keep those 
mbel Hi costs segregated from the other financial costs, because you use the 
same man but merely delegate him out to do that work. 
nting Mr. Tuomas. You have a lot of new language this year, don’t you: 
Not to exceed $535,000 from the fund for “Liquidation of Reconstruction 
Finance Corporation disaster loans, Small Business Administration” — 
and then another proviso: 
| have That the amount authorized for transfer from the “Revolving fund, Small 
Business Administration,” may be increased, with the approval of the Bureau 
of the Budget, by such amount as may be required to finance administrative 
éxpenses incurred in the making of disaster loans. 
Is that section of the disaster loan tied up in the Small Business 
ve got ct so that it goes by the board unless it is renewed between now and 





some time in the near future? 
Your act expired last night at midnight; did it not? 
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Mr. Barnes. It was extended by Congress to the end of July, 
lL believe. 
Mr. THOMAS. The disaster loan part of the act has been extended, 
too? 

Mr. Barnes. Yes. 


PRINTING AND REPRODUCTION 


Referring to some of these publications you mention, I do -not 
want you to leave the subject without knowing exactly what some of 
them are published during the last year. 

For instance, we published for the first time, a little bit prior to 
July a year ago, a United States Government Purchasing Directory, 
That was a publication which for the first time listed all of the offices 
of the United States Government which purchased supplies and mate- 
rials, and indicated what supplies and materials are purchased at each 
location. A businessman in your district or in Takoma, Wash., 
or Maine, who was making a certain type of product, could get this 
booklet for 50 cents, as I recall it, from the Government Printing 
Office, and it told exactly the bidders list that he had to be on if he 
wanted to sell his product to the Government. 

That information is not available elsewhere. 

Mr. Tuomas. I think you should put something in your justification 
and in this record, something about your procurement contracts. 

(The information requested is as follows:) 


SBA ene July 1, 1954-Apr. 30, 1955 





| | | 
Total | 
Number | Number | ; r 

; | Number | number | Balance | Total cost | Income 

I'ype of publication copies | distrib- | ; wd 
printed |uted free | sold = on hand | of printing | from sales 

| 

. Management Aids 390,000 | 350,060 | None | 350,060 | 39,940 | $6, 210. 23 None 

. Technical Aids 54,000 | 40,940 | None 40,940 | 13,060 1, 243. 75 None 

. Small-Marketers Aids. -- 65, 000 56, 500 | None 56, 500 8,500 | 1, 295.19 None 


. Management Aids An- ; 
nual__ ” 16, 168 | 887 | 6, 953 | 7, 840 8, 328 2, 518. 72 $4, 519. 45 

. Small-Business Manage- | ; 
31,003 | 285,552 | 316, 555 85,909 | 49, 322.60 67, 035. 60 

3,000 | 22,506 | 25, 506 7,890} 4,148.19 | 11,253.00 


ment Series 402, 464 
. Government Purchasing 
1, 525 7,144 8, 669 9, 075 1, 024. 91 1, 786.00 


| 
| 
| 


Directory 33, 405 


tions Directory ------- 17, 744 








978, 781 














| 
| 
. Government Specifica- 
Pee» 5! 
| 


83,915 | 322,155 | 806,070 | 2172, 711 | 65,763.59 | #84, 504.05 





1 Items 1, 2, and 3 are designed for free distribution, and no copies are sold. The free distribution o 
items 4, 5, 6, and 7 is te Members of Congress, congressional committee staffs, SBA field offices, other 
Government departments, members of SBA’s National Council of Consultants and Advisory Boards, 
and trade publications. 


2 Assuming that the balance on hand will be sold and distributed free in the same ratio as heretofore, 


ry income of $25,866.46 will be realized. This will bring our total excess of income over cost \ 
4,696.91. 


8 Excess of income over printing costs, $18,830.45. 


If you are going to strengthen your case there is your best bet, and 
that is as of today right up to the present reading here. 

Mr. Barnes. Mr. Thomas, the increase in employees is almost 100 
percent, I think, devoted toward strengthening our procuremellt 
activities, getting more contracts for small firms. 
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SUMMARY OF PROCUREMENT AND TECHNICAL ASSISTANCE ACTIVITIES 


Mr. Tuomas. Get something in the record, then, to show how many 
contracts you have gotten for these folks and the dollar amounts, 
because your lending program looks a little weak. 

(The information requested is as follows:) 


Summary of procurement and technical assistance activities (for the period Aug. 1, 
1958 through May 25, 1955, unless indicated otherwise) 


Joint determinations: 
14 991 
$295, 788, 337 
Contacts with prime contractors for developing subcontracting 
opportunities 4, 855 
Requests received for subcontractors 9, 412 
Contacts with potential subcontractors_ 11, 475 
Referrals to potential subcontractors —s 19, 580 
Value of contracts resulting from referrals (those voluntarily 
reported only) $6, 089, 000 
Contacts with firms requesting procurement assistance (not in- 
cluded elsewhere) 231, 167 
teferrals of prime contract opportunities 246, 792 
Value of contracts reported resulting therefrom 2 $220, 398, 000 
Firms recommended to contracting officers for specific procurement 
opportunities 5, 456 
Additional sources of supply furnished upon specific request 833 
Certificates of Competency: 
Number issued 97 
748 
Contacts with applicants for certificates of competency 681 
Plants visited in connection with production progress of certified 
contracts 021 
Engineering surveys (loans, certificates, preaward, etc.) 399 
Cases in which production and management assistance were given__ 3, 714 
Cases in which assistance was given in obtaining materials and 
equipment 936 
Publications distributed: ! 
Management aids 1, 048, 758 
Technical aids 251, 715 
80, 400 
SBA-Commerce cooperative publications 29, 500 
Small business management series: 
Sales reported from GPO $310, 987 
Free distribution to educational institutions, publishers, 
30, 900 
44 068 
' Through June 25, 1955. 


nee only the period July 1, 1954 through May 25, 1955. Statistics not available for period prior to 
uly 1, 1954, 


‘Through May 23, 1955. 
‘ Beginning of program, February 1954 through May 31, 1955, Washington and field. 


Mr. Ftoop. I would like Mr. Barnes, immediately upon termination 
of this hearing today, to communicate with Mr. Harmon, for whom I 
have the highest regard, the chief of your Philadelphia regional office, 
and ask him to send field agents to 44th Pennsylvania City today 
and give any information, advice, or issue any statements to the 
local press that it is possible to do in connection with any Small 
Business Administration disaster loans to eligible persons in connec- 
(lon with mine settlements which occurred there within the past 
several days. 

Mr. Barnus. I will do that, sir. 
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LOAN POLICY BOARD 


Mr. Yates. Who are the members of the Small-Business Loan 
Policy Board? 

Mr. Barnes. Under the law it is the Secretary of the Treasury, 
Secretary of Commerce, and the Administrator of the Small Business 
Administration who acts as chairman. The Secretar vy of Commerce 
and the Secretary of the Treasury are given the right to appoint 
designees to act in their place. 

Lothair Teetor, Assistant Secretary of Commerce for Domestic 
Affairs, has been appointed as designee by Secretary Weeks, and Mr. 
Lawrence Robbins, Assistant Secretary of the Treasury, has been 
appointed as the designee of the Secretary of the Treasury. 

Mr. Yates. How many statements of policy respecting loans have 
been issued by that Board? 

Mr. Barnezs. There was one issued in October of 1953. 

Mr. Yates. Was that the one which restricted loans? 

Mr. Barnes. That was the first one. 

Mr. Yatrs. That was the one which restricted loans, was it not? 

Mr. Barnes. Yes. 

A second was issued on November 15, 1953. That second one 
remains in effect but it has been amended from time to time in indi- 
vidual paragraphs. 

Mr. Yates. The second one provided for loans to be made by the 
Small Business Administration; did it not? 

Mr. Barnzs. It provided they would not be limited to manufac- 
turers engaged in defense industries and there would be no priority 
in granting loans, that all small businesses which qualified under the 
law and the policy as set forth in that policy statement would be 
eligible for loans. 

The statement related to eligibility. 

Mr. Yates. How many types of businesses are excluded under the 
act? I think only amusement enterprises are excluded under the act; 
isn’t that so? 

Mr. Barnes. Recreation facilities, liquor and gambling interests, 
eleemosynary or nonprofit institutions, and newspapers, magazines, 
radios, television and communications media. 

Mr. Yares. Enterprises not specifically excluded under the law 
from participation in the program presumably are eligible for loans, 
are they not? 

Mr. Barnes. Yes, with this exception: 

If the applicants were eligible under the loan program of another 
Government agency they must be referred to that agency 

That particularly refers to cooperatives, farmers, and certain other 
types of possible applicants. 


PROCEDURE IN MAKING LOANS 


Mr. Yates. What is the procedure for making a loan? 

Mr. Barnes. In the case of a participation loan 

Mr. Yates. Any kind of loan. 

Mr. Barnes. He goes to a bank. The bank has information 0 
the loan program. It has forms, helps the borrower fill out the forms 
and forwards it to our nearest office, or communicates with ou! 
office, and we send the forms back to the bank. 
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In the case of a direct loan the borrower goes to our nearest field 
office. Some of the field offices have representatives who go to nearby 
towns and hold office hours perhaps once a week or some interval. 

Mr. Yates. You talk about filling out forms. What does an appli- 
cant have to do in order to get a loan from you? 

Mr. Barnes. He has to furnish the information required by the 
application and the supporting statements. 

Mr. Yates. What is that information? 

Mr. Barnes, Show a statement of the kind and type of business, 
his name, type of organization, financial statements and its earnings 
record over the past 3 years, and a statement of collateral, state- 
ment of the purpose of the loan. In general it is the same type of 
information which would be required by any lender in order to be 
able to judge the quality of the business activity that the borrower is 
engaged in, whether the loan can be repaid, and whether there is 
security, and, if so, what type. 

Mr. Yates. What is the nature of the security that you require 
before you make a loan? How much do you require before you make 
a loan? Is there a policy involved? What is the amount of the 
security required? 

Mr. Barnes. The law requires that the loan be so secured as to 
sive reasonable assurance of repayment. 

“So secured”’ is interpreted to mean that the collateral offered must 
have a liquidating value which approximates the value of the credit 
sought. 

Mr. Yates. You mean by that statement that if your appraisers 
show that the liquidating value of the collateral is $100,000 that 
you would give that applicant a loan for $100,000? 

Mr. Barnes. If you are speaking solely of the collateral, my answer 
would be ves. 

However, there would be other criteria you have to look at, specifi- 
cally whether the earnings are such that you have reasonable assurance 
that the loan will be repaid. 

Mr. Yarss. If you have a full amount of collateral don’t you have 
areasonable assurance the loan will be paid regardless of the earnings? 

Mr. Barnes. No, sir. 

Mr. Yarrs. I would assume if you had $100,000 worth of col- 
lateral regardless of the earnings you could with some justification 
loan an amount of $60,000 or $75,000 to an enterprise. 

Mr. Barnes. I am certain that 

Mr. Preston. The answer is very short. Collateral will be de- 
creased in value, he may dispose of it without your knowledge—— 

Mr. Barnes. And continue to operate at a loss and make the 
collateral so valueless that 

Mr. Yarrs. I am not talking about a business that is going broke. 

Mr. Preston. Any business. 

Mr. Barnes. If I understood the situation you referred to, it is 
where the collateral was adequate and earnings inadequate. 

Mr. Yarrs. I assume a person would not come to you if they could 
get a loan from a bank. I would think that if they had a bankable 
loan they could get it from a bank. 

The point I make is that of a person who comes to you because he 
rannot get a loan from a bank. What do you require from him in 
order to get a loan for him? 
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Mr. Barnes. Many of them come to us with perfectly good loans. 
Many of the loans we have on here are loans that are not so poor that 
a bank wouldn’t make them, but they are merely for a longer term or 
something of that sort. 

Banks have different limitations on the amounts they may lend. 

Mr. Yates. In other words, are you saying this is not susceptible 
of definition? You have no statement of policy on this and it js 
entirely up to your loan board? Each case has to be governed by its 
own facts? 

Mr. Barngs. I stated it very accurately. Collateral must be 
offered which would give reasonable assurance that the loan will be 
repaid. You do not take cost value of collateral but value at liqui- 
dation if loan payments are not met, and you must repay the loan 
by selling collateral. 

That is the value established by judgment of the appraiser, and 
he bases his judgment on the location of the property, its type, 
quality, the length of its use and many other factors. 

It gets into the whole subject of what makes up an appraisal. 

Of course, it varies between types of property. Machinery doesn't 
have the liquidating value at all that buildings and real estate do, 
as you know. 

Mr. Yates. Do you require an applicant to try to get a participat- 
ing loan before you will give him a direct loan? 

Mr. Barngs. Yes, sir. 

Mr. Yates. In every instance? 

Mr. Barnus. Yes, sir. The law specifically states that we must 
make certain that the credit is not available from private sources or 
from the resources of the 

Mr. Yates. Suppose he goes to a bank, is turned down and tries 
to get a loan from you? Would you refer him to another bank fora 
participating loan? 

Mr. Barnes. We merely seek to determine if there has been 
sincere effort to obtain credit from the bank. Most of them will 
submit evidence that they have gone to the bank, the bank has 
asked its correspondents to take part and has even gone to a second 
bank. Practically every loan indicates that much effort. We would 
not make further requirement. 


NUMBER OF LOAN APPLICATIONS 


Mr. Yates. Your statement sets forth the fact you have received 
about 7,000 applications for loans. How many inquiries about loans 
have you received? Have you a record of those? 

Mr. Barnes. Yes. It is not tied specifically to loans. We perhaps 
had 135,000 or 140,000 inquiries, but the inquiries may be of various 
types and descriptions—where is your office, where can I get infor- 
mation on your loan program, and things of that nature. 

Mr. Yates. The 7,000 applications to which you refer are really 
only those inquiries where your staff has felt there was a possibility 
of giving a loan? 

Mr. Barnes. That is right. 

Mr. Yares. There have been many inquiries where the staff has 
told applicants there is no possibility of getting a loan and that type 
of case is not included in this figure. Is that correct? 
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Mr. BarneEs. That is correct, for this reason—if a borrower sub- 
mitted a situation in which he had no collateral to offer, and I assure 
you there have been many of those, our man would say “our require- 
ment is that you must have some security for this loan. We don’t 
want you to take your time and go through the cost of assembling an 
application with the thought you will get a loan.” 

That is not to turn them away but to save him his own expense and 
cost. 

If they insist they want to file an application, and we have run into 
several who have, we accept it and process it without argument. 

Mr. Yates. Of the 1,500 business loans authorized, does that mean 
that the money already has been paid out? 


DISBURSEMENT OF LOAN FUNDS 


Mr. Barnes. Not necessarily. Many of them are construction 
loans. 

Mr. Yates. Construction of what type? 

Mr. Barnes. Buildings, additions to plants and factories. We 
loaned moneys to elevators, graneries, some mines, construction of 
mills in connection with mines, and other things of that sort. 

As in all construction loans the money is made available either in 
progress payments throughout the construction or at the completion 
of the construction, so it may be a matter of 4 to 6 months, and there 
is almost always intermediate financing in all of these loans. 

Certainly in bank participation loans the bank almost inevitably 
advances a major portion of the funds as soon as it receives notifica- 
tion for us that the loan is authorized. 

Mr. Yates. What portion of your authorized loans are for con- 
struction? 

Mr. Barnes. My estimate would be that there is construction 
involved in a considerable number of the loans approved. 

Mr. Yates. You usually take a first mortgage back for the con- 
struction being undertaken? 

Mr. Barngs. Yes. 

Mr. Yates. What is the length of time which elapses between your 
approval of the loan and the disbursal of the funds? 

Mr. Barnes. It may vary from loan to loan. I assure you we try 
to speed it up as much as possible. 

In the case of participation loans it is completely under control of 
the borrower and the bank and the bank’s attorneys. It is a question 
of getting the papers together to close the loan. 

Mr. Yarers. Is there an average time for participation loans and 
honparticipation loans? 

Mr. Barnes. I don’t think so, because if it is a clear-cut transaction 
—— borrower has all his papers together, it can be disbursed in 2 
weeks. 

If it is a construction loan, a good borrower and he has his papers 
together, the loans still may not be disbursed for 4 or 5 months until 
the construction is completed. 

We have not had any complaints as to any delay in disbursal of 
funds or closing of loans except in some particular cases where the 
borrower really wanted us to change the condition of the loan. We 
have had a few of those. 
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We would authorize a loan with certain conditions. The borrower 
would wish to have some change and he would get his other papers 
ready but would want to argue and negotiate that. That might cause 
some delays. 

You might have heard some complaints about that. 

Seventy-five percent of our loans are disbursed, money paid out. 

Mr. Horan. I have gone through this justification, Mr. Chairman, 
I think most of the facts we want are in here if we can go through this, 

Mr. Preston. The justifications are complete. 

Mr. Horan. I want to compliment those of you who developed 
this. It is quite good. 


LOANS FOR ACCESS ROADS 


Some time ago I made inquiry as to the possibility of SBA making 
loans to small timber operators for the purpose of building access roads 
into timberlands. A timber operator builds an access road and gets 
credit on the matter of stumpage rates. 

You indicated some interest in the possibility of making such a loan. 
Where are you now on that study of the possibility of making loans to 
small operators who might have timber and who might want to build 
a road? 

Mr. Barnes. In answer to your question, the construction of a road 
under those circumstances would be part of the cost of operation which 
would be working capital, and we can make that type of loan. We 
have made loans to various types of sawmills and lumbering operations, 
and there is no reason why funds for road construction, which is part 
of the working capital, could not be included in such a loan. 

Mr. Horan. Off the record. 

(Discussion held off the record.) 

Mr. Horan. I was talking to Mr. Hanna and Mr. Engles about tlhe 
possibility of getting a chart showing from its inception the loan 
record of the RFC and the SBA as to loans made, repayments, write- 
offs, delinquencies, and that sort of thing. 

It would be interesting and informative to have such a chart or 
table prepared and submitted for the record. 

Mr. Barnes. We have tried to obtain information which would 
compare the two programs. I think perhaps I can make a statement 
about it which might replace a chart because we don’t find all the 
information available and we do not find that the programs can be 
compared across the board. 


DIFFERENCE BETWEEN SBA AND RFC ACTS 


Mr. THomas. Will you point out the difference between the act 
under which you are operating now and the former act? 

Mr. Barnes. The RFC was organized in the early thirties and at 
first did not make business loans. It provided financing to mortgage 
companies, banks, and so forth. 

It was not until 1934 that it was authorized to make loans to busi- 
nesses. Understand, now, I am talking about things that occurred 
long before I came to Washington. 
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The first year that they made business loans, from the figures that 
we can get, we have. exceeded the number of loans they approved. or 
considered. As they gained more experience they were given addi- 
tional authorities by the Congress to enter into different types of 
activities. They expanded greatly during the war and had many 
times more employees engaged in not only their business loan program 
but also their rubber, tin, and various other types of programs. 

Some 90 percent of the RFC loans, however, were for $100,000 or 
less. They averaged less than $100,000, so that our loan limit of 
$150,000 roughly encompasses some 90 percent of the area which 
REC covered. 

However, the fact that they could make the big loans gave them 
an income from interest which offset their cost of operation in a way 
which in my opinion always will be difficult in an agency where you 
are making a number of smaller loans. The smaller loans in the first 
place require more servicing, more work to assemble the information, 
and it is more in the marginal area. 

The RFC durig one period in its history had a blanket loan pro- 
gram in. Which they did not do any of the appraisals and checking 
that we do, but instead each 30 days the bank submitted to them a 
record of the loans that they had made and wished to have the RFC 
participate with, and they just entered into the participation. 

During those years the RFC total number of loans jumped up to 
eight or ten thousand per year for a couple of years when that was 
bemg done. 

At other periods when their loaning activity continued, without 
blanket loan participation, total number of loans made fluctuated 
from less than 1,000 loans per year to 6,600. 

Mr. Preston. Off the record. 

(Discussion held off the record.) 

Mr. Horan. Will you supply this history for my owo benefit and the 
benefit of the committee? 

Mr. Barnes. I will supply you that information. 

(The information requested is as follows:) 


SBA activity to June 15, 1955 
BUSINESS LOANS 





Applications received 
Applications withdrawn : 

SUPINE MUU trinsaidss oncicnccdscstecacnececonsecesene 
Loans disbursed 

Loans delinquent 1... 
Loans in liquidation 





Applications received ~+-<--- ; Yt for, 900 
Applications withdrawn - ' a 131; 967 
Applications approved 
Loans disbursed 





_——— 


More than 60 days as of May 25. 
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RFC BackGrounp 


The Corporation was created by act of Congress approved January 22, 1939 
primarily for the purpose of establishing a secondary source of credit to aid in 
the stabilization of the Nation’s financial institutions. The Corporation was 
orgnniees and began operations on February 22, 1932. 

n its early years, the Corporation’s major function was to provide credit to 
agriculture, commerce, and industry through loans to banks and other financia] 
institutions, insurance companies, agricultural agencies, and railroads. The 
Congress later broadened the functions of the Corporation by including authority 
to purchase the capital stock of banks, insurance companies, agricultural credit 
corporations, and national mortgage associations. Authority was also given to 
RFC to make loans to business enterprises, mining interests, agricultural improve. 
ment districts, disaster victims, and public-school authorities, and to assist in 
financing the construction of public works. 

During the national defense and war periods, beginning in 1940, the Congress 
further augmented the Corporation’s functions by giving it new responsibilities 
in connection with the national-defense program. These functions included 
financing of plant conversion and construction, providing war-production facilities, 
acquiring critical and strategic materials, making payments to producers under 
several direct subsidy programs, and administering the war-damage-insurance 
program. These diversified responsibilities, except for defense lending, were 
conducted through subsidiary corporations. 

By legislation approved June 30, 1947, the Corporation’s lending powers were 
substantially curtailed and its wartime functions were terminated, except with 
respect to the programs for the production of synthetic rubber, tin, and abaca. 
The lending activities thereafter were confined to business enterprises, including 
railroads and air carriers, financial institutions, political subdivisions of States 
and Territories, and disaster victims. These authorities remained substantially 
unchanged until enactment of the RFC Liquidation Act. 

During the first 10 years of its existence, the RFC invested over $3,400 million 
in approximately 7,000 banks in order to aid in resolving the critical banking 
situation then existing. Through loans and purchases of securities totaling $145 
million, the RFC assisted in stabilizing the finances of more than 100 insurance 
companies. RFC lending included aid to the Nation’s railroads through loans 
or purchases of their securities amounting to more than $1,100 million. Financing 
of projects undertaken by municipalities and other public agencies was accom- 
plished primarily by purchases of securities and totaled approximately $1,300 
million. More than $69 million was disbursed by RFC to over 30,000 disaster 
victims. Through its lending subsidiaries, the RFC authorized the purchase of 
500,000 home mortgages for which $2,200 million was disbursed. In the field of 
business lending, the Corporation approved 64,000 loans to business enterprises, 
including 23,000 loans made by banks in which RFC participated on a deferred 
basis. 

In all, during 21 years and 8 months of RFC lending, more than $12 billion was 
disbursed in RFC’s lending progams. On September 28, 1953, when the Corpo- 
ration’s lending authority ended, there remained to be liquidated nearly $s) 
million in outstanding loans, securities, and commitments. 

(Taken from report to Congress by RFC dated June 30, 1954. Further infor 
mation with respect to the experience of RFC in collecting the loans made is no 
available in SBA.) 
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Business loans authorized by RFC 
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| } 
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| Information not available, 


FINANCIAL STATEMENTS 


Mr. Horan. Pages 71 to 75 are very informative, Mr. Chairman. 
Can we have those pages inserted? 

Mr. Preston. Yes. 

Mr. Horan. Income from operations will be $2 million 6-plus. 
Total expenses will be $4% million roughly. You have a deficit of 
almost $2 million. 

Is there any possibility in the foreseeable future to closing that gap 
still further? I notice you are making headway on the matter of 
income from these loans. 

Mr. Barnes. My thought about that is this: If we tried to do it 
by raising interest rates it would require interest on our loans of 8 or 9 
percent. 

Mr. Horan. It would defeat the purpose of the act? 

Mr. Barnes. It would defeat the purpose of the act. 

This agency is a service agency. Even the making of loans is a 
type of service. 

About 50 percent of our activities are not income-producing at all. 
That roughly measures up with those figures now. 

In other words, we can expect an income from the interest on loans, 
but our working contracts and other activities are services to improve 
competitive position of small businesses. 

Mr. Horan. Particularly in the field of disaster? 

Mr. Barnes. Yes, sir. 

From some of the questions here I would like to make this statement. 
. Mr. Preston. Make it brief, Mr. Barnes. We are running against 
ime, 

Mr. Barnes. I suppose that anyone administering a law where he 
has several different functions would have his own ideas about the 
emphasis to be placed on different programs. 

I have tried to effect a balance between these programs. When 
I appear before one type of congressional committee they believe that 
the contracting phase is most important and should be emphasized. 
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Others believe that the improvement of management of smal 
concerns is really the most beneficial thing that can be done. 

Others believe it is financial assistance that should be given. 

I know of nothing else to do except give the best judgment possib|, 
in getting a balance in these types of programs. 


LIQUIDATION OF RFC LOANS 


Mr. Preston. We will insert in the record pages 67 through 75 
and pages 78 through 83. 
(The pages referred to are as follows:) 


LIQUIDATION OF RECONSTRUCTION FINANCE CoRPORATION DisasTeR Loans, 
Sma.LL Business ADMINISTRATION 


It is anticipated that the orderly liquidation of RFC disaster loans, transferred 
to the Small Business Administration pursuant to Reorganization Plan No, 2 
83d Congress, 2d session, will continue during the fiscal year 1956. 

The estimated loan repayments for the fiscal years 1955 and 1956 are $2,963,965 


and $3,047,842 respectively. 


Administrative expense funds in the amount of $614,000 were required for the 
fiscal year 1955. It is estimated that $535,000 will be required to defray necessary 
administrative expenses during the fiscal year 1956, a decrease of $79,000. 


SmMaLut Business ADMINISTRATION 


Liquidation of Reconstruction Finance Corporation disaster loans, Small Business 


Administration 


A. STATEMENT OF SOURCES AND APPLICATION OF FUNDS 


Funds applied— 

To operations: 
Acquisition of assets: 
Expenses: 

Interest on borrowing from Treasury 
A RRREIETOIIOO GRIOTIIIE oie oo ots ose sencwenassic 
Increase in selected working capital__..........----- 


Total applied to operations 


Disaster teams. 64. ci 5. bs te oc- 


To financing: 
Transferred from Reconstruction Finance Corpora- 
tion, other assets (net) - 
Repay ment of borrowings (not available for future 


Total applied to financing 
Total funds applied 


Funds provided— 
By operations: 
Realization of assets: Disaster loans 
Income: Interest on disaster loans----.--....-------- ‘ 
Decrease in selected working capital 


1954, actual 


1955, 
estimate 


1956, 
estimate 





32, 155 


$195, 425 
535, 000 








13, 593, 314 | 


2, 137, 812 
15, 731, 126 


2, 791, 63) 


. 791, ba 








17,140,104 | 


3, 522, 055 








Total provided by operations...............---.----|----- 


By financing: 
Transferred from Reconstruction Finance ew 
tion selected working capital _- ae ae 
Net investment of U. 8. Government.- 


Total provided by financing 
Total funds provided 
EFFECT ON BUDGET EXPENDITURES 


Funds applied to operations. .._...-.-.--- soonest Teer er Tye ee 
Funds provided by operations - 


Net effect on budget expenditures 
The above are credited (—) to net receipts of the fund _- 





3, 047, 842 
462, 178 
12, 035 


3, 522, 055 


13, 550, 160 |__- 


13, 503, 314 


> 


17, 140, 104 


1, 408, 978 
3, 546, 790 


—2, 137, 812 7 


—2, 137, 812 | 
| 
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Liquidation of Reconstruction Finance Corporation disaster loans, Small Business 
Administration—Continued 


B. STATEMENT OF INCOME AND EXPENSE 


1955, 1956 
1954, actual estimate estimate 


$462, 178 
Expenses: 
Interest on borrowings from Treasury--....-.---.......-.--]--- wenden 195, 425 
Provision for losses on disaster loans : 
\dministrative expenses 


Tobe Cats abs a9hsdedisdecrerkevengesevaseneresas 





ANB, Net operating income or loss (—) for the year 
Analysis of deficit: 
Deficit (—) beginning of year 





erred 


0. 2 Deficit (—) end of year 





3,965 C. STATEMENT OF FINANCIAL CONDITION 


T the Assets 
ssary Accounts receivable: Recoverable expenses. -- ..-. $10, 000 $10, 000 
; Accrued interest receivable: Disaster loans--._.-.-.-...---- : 44, 488 33, 453 





Loans receivable: ia 
Disaster loans- ---- 12, 284, 473 9, 236, 631 
ae a Oe ee a Saag lacdee « 1, 201, 314 1, 201, 314 





SUness Net loans receivable i eae Negi a ose ah 11, 083, 159 8, 035, 317 
Acquired collateral. - : ba Sareea = =~ 22,114 21,114 
Administrative property -..-....---------- wears are = 20, 922 20, 922 








Total assets 11, 180, 683 8, 120, 806 


156, Liabilities: 
mate Trust deposit liabilities: Deposit for taxes and insurance 50, 000 50, 000 
Other liabilities:. Reserve for employees’ earned annual 

leave See 37, 601 37, 601 


Total liabilities 87, 601 





87, 601 
S_= ee 
Investment of U. S. Government: 

$195, 423 Interest-bearing investment: 
535, 000 DOr es ee ee de) 2 SS 8, 620, 718 
Deficit from operations F be —319, 266 — 587, 513 








Total investment of U. S. Government as ; 11, 093, 082 8, 033, 205 





Total liabilities and investment of U. S. Govern- 
11, 180, 683 8, 120, 806 











Note.—Selected working capital (other than cash with Treasury) included above is as follows: June 30, 
1955, — $10,999; 1956, —$23,034. 


3, 522, 055 


— SUMMARY OF DIRECT AND PARTICIPATING LOANS 


3,047 Mr. Preston. Insert a breakdown on the direct and participating 
“205 (a loans by field offices in order that the committee might see where the 
loans have been made. 
Mr. Eneues. All right, sir. 
(The information requested is as follows:) 
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PUBLICATIONS ISSUED BY SBA 


Mr. Barnes. I was asked about titles of the publications. May | 
submit that? 
Mr. Preston. You may submit a list at this point in the record. 


(The information requested is as follows:) 


MANAGEMENT Arps IssuED By SMALL BusINEss ADMINISTRATION 


. How Small Plants Can Sell to the Federal Government 

. Adequate Production Control 

. Reducing Accident Costs in Small Industrial Plants 

. Business Insurance—I 

. Reducing Accident Costs through Safe Working Conditions 

. Is Your Labor Turnover Cost Too High? 

. Reducing Accident Costs by Use of Safety Committees 

. Incentive Techniques in Small Business 

9. How the Small Plant Can Analyze Old and New Markets 

. Saving Manpower in Industry 

. Minimizing the Cost of Breaking In New Personnel 

. Reducing Accident Costs through Reports and Records 

. Small Plant Health and Medical Programs 

. Subcontracting for Small Plants 

. Business Insurance—II 

. Methods Engineering for the Small Plant 

. How Walsh-Healey Public Contracts Act Affects Government Supply 
Contractors 

. Changes in Organization Responsibilities as a Plant Grows 

. Two Dozen Ideas for Effective Administration 

. Reducing Accident Costs through Safe Work Methods 

. Business Insurance—III 

. Developing Foremen in Smaller Plants 

. Budgeting in the Small Plant 

. Improving Shipping Room Operations in Small Plants 

. Improving Maintenance Operations in Small Plants 

. How Management Consultants Help Small Manufacturers 

. Reducing Accident Costs through Selling Safety to Supervisors and Workers 

. Business Insurance—IV 

9. Analyzing Your Government Contract 

. Employee Selection and Placement Methods for Small Plants 

. Packaging Pointers for Government Contractors 

Many of the above 31 aids are now out of print. However, they have been revised and bound as 

Management Aids for Small Business: Annual No. 1. Copies of the Annual are available fram the 
Superintendent of Documents, Washington 25, D. C., or United States Department of Commerce 
field offices, at 65 cents a copy. 


Note.—SBA does not sell copies of this booklet.’ 


. How Trade Associations Help Small Manufacturers 
3. Borrowing Money from Your Bank 
. Depreciation, Deterioration, and Obsolescence 
. Materials Control for Small Plants 
. Sound Pricing Policy in Bidding on Government Contracts 
. Figuring and Using Break-even Points 
. How Advertising Agencies Serve Small Businesses 
9. How To Choose Your Banker Wisely 
. Pitfalls in Estimating Your Manufacturing Costs 
. How the U. 8. Employment Service Helps Small Business 
. Getting Your Product on a ooo Products List 
. Appriase Your Competitive Position to Improve Company Planning 
. How to Build Your Sales Volume 
. Judging Your Purchasing Efficiency 
. How to Analyze Your Own Business 
. How Federal Mediation and Conciliation Service Helps Small Business 
. Sales Forecasting for Small Business 


Sh tO tO 
~t = GO 


49. Know Your Patenting Procedures 
50. How Manufacturers Agents Help Small Business 
51. How To Reduce Your Operating Costs 
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Loan Sources in the Federal Government 
Small Business Profits from Unpatentable Ideas 
Psychological Testing for Small Business 


55. How To Set Up Sales Territories 
56. Streamlining Office Systems in Small Business 
57. Wage Incentives in Small Business 


How Independent Laboratories Help Small Business 
How Marketing Research Helps Small Manufacturers 


_ How Field Warehousing Concerns Help Small Business 


How Good Records Aid Income Tax Reporting 

How To Price a New Product 

How Food Brokers Help Small Manufacturers (after May 16, 1955) 
\ppeal Procedure for Income Tax Cases (after June 1, 1955) 


TecHNICAL Arps IssuED By SMALL BusINEsSs ADMINISTRATION 


Proper Alignment of Machine Tools 


2. Sharpening of Drills, Lathe Tools and Milling Cutters 


Care and Maintenance of Belt, Chain and Gear Drives 


1, Sharpening Certain Metal Cutting Tools Used in Machine Shops 


Precision Measurement of Workpieces 
Selecting the Right Tool Steel 
Machining Aluminum—I 

Metallizing 


. Machining Plasties—I 
\0. Machining Aluminum—II 


Machining Plastics—II 
Machining, Repairing and Heat Treating Cast Iron Workpieces 


13. Cutting Oils and Coolants 


Corrosion in Machine Shops—Causes and Prevention 


|5. Machining Brass and Bronze Workpieces 
lf. Machining Magnesium Alloy Workpieces 


Taps and Dies 
Surface Cleaning Techniques 
Care and Maintenance of Grinding Wheels 


. Maintenance of Power Hand Tools 


Surface Finishing Techniques—I 

Surface Finishing Techniques—II 
Titanium 

Surface Finishing Techniques—III 
Lengthening Tool Life 

How to Select the Right Grinding Wheel 


27. Gaging Tolerances in Machine Shops 


Economies in Lubrication 
Inventions: Government-owned; Government-licensed; and Registered for 
License or Sale ’ 


. Fire Prevention in Small Business 


Radioisotopes and Small Business 
Essentials of Good Plant Lubrication 


33. Gas Welding of Cast Iron 


Handling, Storing, and Dispensing of Lubricants 

Care of Hydraulic Systems 

onomical Chip Breakers for Machining Steel 

se of Templates and Scale Models 

reventive Maintenance in the Small Plant 

einforeed Plastics 

Reducing Costs with Jigs, Fixtures, and Gages. (After Mar. 1, 1955) 


I 
] 
} 
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MALL MARKETERS AIps IssSuED BY SMALL BUSINESS ADMINISTRATION 


Records Management in Smaller Stores 
Effective Advertising for Small Retailers 
\ttracting Customers to Your Small Store (After Mar. 1, 1955) 
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SMALL BusINESS MANAGEMENT SERIES 


Many small business owners—manufacturers, wholesalers, retailers—are ofte, 
confronted with the same management problems as the large industries and firms, 
but find the methods of solving or smoothing operations may be widely different. 

In an effort to assist the small-business owner, the Small Business Administra. 
tion has published a series of 16 booklets, collectiv ely entitled ‘“The Small Business 
Management Series.’”’ Each of these bookleis, prepared by experts in the field 
discusses in detail some phase of the operation of a small plant or business. Syeh 
management problems as cost accounting, sales and executive training, cutting 
office costs, the importance of human relations, and others are covered in this 
helpful, inexpensive series. 

Additional booklets in this series will be published from time to time as the 
necessary studies are completed. 


Title s | Price 


Cents 
An Employee Suggestion System for the Small Plant. 15 
One Hundred and Fifty Questions for a Prospective Manu- | 
facturer. 
Human Relations in Small Industry 
Improving Materials Handling in Small Plants_. 
Public Accounting Services for Small Manufacturers 
Cutting Office Costs in Small Plants : 
Better Communications in Small Business 
Making Your Sales Figures Talk _-_- 
Cost Accounting for Small Ms anufacturers _ 
Design Is Your Business , 
Sales Training for the Smaller Manufacturer__- 
E xecutive Development in Small Business 
The Small Manufacturer and His Specialized Staff 
The Foreman in Small Industry- ; ba aes 
A Handbook of Small Business Finance _ 
Health Maintenance for Greater Efficiency - 
Other SBA booklets of interest to small business owners are: 
Management Aids for Small Business: Annual No. 1— | 
Contains the first year’s issues of Management Aids 
(titles 1 through 31) which deal with internal manage- | 
ment and business-Government relations problems. 
After February 14. BA 1.10/2:1____._- 
U. S. Government Purchasing Directory—Who Buys BA 1.13:1954__._..- 92 
What and Where. ' 
U.S. Government Specifications Directory - - be BA 1.13/2:1954_ ____| 19 


_— 
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The Small Business Administration publishes these booklets, but does not 
sell them. They can be purchased, at the prices indicated, from the local office 
of the United States Department of Commerce, or from the Superintendent of 
Documents. The form below is for your convenience in ordering copies. 


Patent ABSTRACTS OF ‘‘GOVERNMENT-OWNED INVENTIONS AVAILABLE FOR 
LicENSE’”’ IssuED JOINTLY BY SMALL BusINESS ADMINISTRATION AND UNITED 
STaTES DEPARTMENT OF COMMERCE 


A set of 7 booklets which contain abstracts of the inventions owned by tle 
Government as of December 31, 1953, constitute a valuable and condensed souree 
of scientific and technological information. Each abstract is a clear and concis | 
summary of the invention, sufficiently complete (1) to describe the specific en 
bodiment of the invention, with special reference to its novel features; (2) 10 
disclose its construction, its identity, or the procedure involved if it is a proce’, 
and (3) to indicate its industrial application. 

| 
Patent abstracts 





| Number of | prig 
abstracts | 


PB 111464.__.__| No. 1, Instrumentation_____- HLS st AIA 775 | 
PB 111465 No. 2, Chemical Products and Processes 1, 350 
PB 111466......| No. 3, Food Products and Processes... 265 
PB 111467. .-- No. 4, Metal Processes and Apparatus, Machinery, and Trans- | 657 
portation Equipment. | 
PB 111468_.....| No. 5, Electrical and Electronic Apparatus , oabel 1,915 
PB 111469- -- No. 6, Ordnance } 
PB 111470-. No. 7, Ceramic, Paper, Rubber, Textile, Wood and Other 
| Products and Processes. 
The complete set 
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The books, while issued as joint publications of Small Business Administration 
and Department of Commerce, are for sale only by the Office of Technical Services, 
United States Department of Commerce, The order form below is for your use 
in ordering copies. 


Business SERVICE BULLETINS’ PUBLISHED JOrNTLY BY SMALL BusINgess ADMIN- 
ISTRATION AND DEPARTMENT OF COMMERCE 


Single copies available free from Small Business Administration and Department 
of Commerce field offices 


I. INITIAL CAPITAL REQUIREMENTS FOR— 


Bookstore 

4, Childrens’ and infants’ wear store 

. Commercial stationery and office equipment store 
Drugstore, independent 
Electrical appliance, radio, and TV store 
Farm equipment business, retail 
Flower shop 
Furniture store 

. Gasoline service station 

. Gift and art shop 

. Grocery store 
Hardware store, retail 

. Jewelry store, cash, and open credit 
Liquor store, retail package 
Men’s clothing and furnishings store 

. Shoe store 
Sporting goods store 

. Variety store, independent (limited price) 
Women’s ready-to-wear store 


Il. OPERATING RATIOS— 1953 


Automobile dealers 
Automotive wholesaling 
3. Department stores 
Druggists, service wholesale 
Drug stores 
es not 57. Drycleaning plants ; ; 
1 office Electrical appliance and radio-TV dealers 
lent of il, Farm equipment dealers, retail 
Florists, retail 
Grocery stores (without fresh meats) 1952 
B FOR 8. Hardware stores 
U NITE! Hotels 
, Jewelry stores 
Laundries 
by the Lumber and building material dealers 
{ souree Men’s clothing and furnishings stores 
concise J Office supply and equipment dealers 
ifie en Oil burner and fuel oil dealers 
- (2) to Shoe stores, family 
process; 87. Sporting goods stores 
. Super markets 
Tourist courts 
Variety chains, limited price 
Women’s ready-to-wear stores 
. Specialty stores 
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III. BASIC INFORMATION SOURCES (BIBLIOGRAPHIES) 


Agricultural machinery and implements 
Basic library reference sources 
Book store operation 
Buying for retail stores 
Chain stores 
Commercial cooking, soda fountain, and food service equipment 
Consumer credit 
Electrical and Gas appliances 
Fibers, miscellaneous vegetable 
Home businesses 
Household Fyrniture and bedding 
. House-to-house selling 
Laundry and drycleaning establishments 
Mail-order selling 
Marketing research procedures 
Credit, retail, and collections 
Operating costs and ratios—retail trades and service establishments 
Motels and trailer parks 
Motion pictures 
New product development and sale 
Radio and television retailing and servicing 
Restaurants and other eating places 
Retailing 
Retail store advertising 
. Selling and servicing mechanical refrigeration and air conditioning 
Shopping centers 
Statistics and maps for national market analysis 
. Store arrangment and display 
Training retail salespeople 
Variety stores, limited price 
Warehousing 
Wholesaling 
IV. SUMMARY OF INFORMATION 


Advertising, television, by retail stores 

Bonded warehouses 

Containers and packaging materials, improved handling of, through simpli- 
fied practice recommendations 

Copper-production and use 

Copyrights and copyright office services 

Cosmetics 

Credit Bureau, retail, and collections 

Cushioning in packinfand packaging 

Department, specialty, and general mdse stores, simplified selling in 

Distribution of the dollar expenditure for water and sewerage works—ut¥ 
construction 

Do-It-Yourself Market, The 

Fibers, man-made, yarns and fabrics 

Footwear 

Furs—raw and dressed 

Hair, animal 

Handicrafts and home products for profit 

Home businesses 

Incorporation of a business, steps involved in 

Leather and its raw materials 

Leather manufactures, other than footwear 

Life insurance, business 

Life insurance, corporation 

Life insurance, partnership 

Life insurance, sole proprietorship 

Lumber, United States Exports of, 1953 

Merchant association activities in shopping cen ers 

Motel planning 





simpli- 
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9, Operating as @ manufacturer’s agent 

5. Plastics materials 
51. Private-label manufacturing of cosmetics and related products 
58. Resident buying Office services for retail stores 

_ Retailer-educator education 

_ Selling by mail with limited capital 
31, Trade practices, regulation of 

. Warehouse receipts, use of 

9, Wholesaler’s customer analysis 

Mr. CLevenGcerR. There was another activity during the war which 
was assigned to the original agency, the RFC, and that was payment of 
subsidies. I remember stripper oil wells and all sorts of things. 
They were the paying agent. Billions of dollars were taken. I was 
on the Committee on Corporations in 1947 where we reduced the 
amount between 8 and 10 billion dollars, losses incurred. You were 
the paying agent, speaking now of the RFC, for an activity that was 
never contemplated at the time of the creation of the act, but some- 
body had to disburse these moneys. 

The moneys were carried on a balance sheet but they were phony 
as they could be. We wiped them off by order and we gave them the 
frst working balance. It went down from around $10 billion to about 
$2 billion. The rest of it was payments made and losses incurred, 
and they had never been charged up. It was part of the cost of the 
war. 

SERVICES RENDERED BY SBA 


As to these loans you make to industry, production loans for defense, 


do they try to impose an additional duty on you of favoring the dis- 
tressed areas in the country where the employment is low? Is that 
part of it, too? I should think it would be. 

Mr. Barnes. That is a program not carried out by us. It is 
carried out by the Department of Defense. 

What we do is to provide services to areas in which there is labor 
listress, by speeding up applications from loans from those areas, 
by sending our people there to make any plant surveys that may be 
needed as to indicating different types of products they might use, 
and by trying to find new products we can make available to concerns 
that might expand—— 

Mr. CLeveNGER. I understand that. I don’t want you to go into 
the business of participating in funerals and liquidations. I want 
you to continue in sound practices of lending money. You can. be 
more generous than the bank and give the lender a longer period. 

Mr. Barnes. In this budget request we now have 14 regional 
offices and about 26 branch offices, which is a total of 40 offices. We 
have tried to distribute our employees across the country and place 
them in areas, as near as we can tell, where the volume of work was 
und where geographically they would be accessible to the people there. 

an CLEVENGER. I have no objection to favoring distress areas at 
al, 

Mr. Barnes. We have to redetermine the necessity of certain of 
these offices being kept open, because that is where our plans are to 
se Our energies and the funds we have requested. 

Mr. CLevencer. I am interested in seeing you do a good job. I 
think your justifications are exceptionally good. 





952 


Mr. Bow. I should like to compliment this agency on its disaster 
program. A tornado in my district recently created a good deal of 
havoc. The day following the tornado a representative of your 
agency was in the area making a survey, and advising the people of 
the area what the agency could do for them. 

Your people worked very hard with the people of that county iy 
my district trying to rehabilitate them and helping those people get 
relief. I compliment you for that. 

I wish I could say the same for one other branch of your agency, 
but unfortunately I, too, have been unhappy with certain things done. 
But I do say so far as the disaster experience I have had with your 
agency it has been excellent. ; 

Mr. Preston. Mr. Barnes, what is the status of your authorizing 
legislation? : 

Mr. Barnezs. It is now being considered by the Banking and 
Currency Committee of the House. It passed the Senate. 


RFC LIQUIDATION EXPENSES 


Mr. Preston. Mr. Engles, how did you handle your funds for 
RFC liquidation in 1955, administrative funds? 

Mr. Hanna. For the current year? 

Mr. Preston. Yes. 

Mr. Hanna. We were authorized by the Bureau of the Budget to 
utilize $614,000 out of the funds made initially to RFC. 

Mr. Preston. How much? 

Mr. Hanna. $614,000. 

Mr. Presron. In this bill you seek specific language. 

Mr. Hanna. Yes, sir; because at the time our estimate was con- 
sidered for 1955 the reorganization plan had not been approved and 
the function had not been transferred to us. This is the first year 
when we have come up with an estimate where we have had respon- 
sibility for the RFC liquidation program. 

Mr. Preston. What is the proposal for 1956 with reference to 
administrative expenses in connection with the liquidation? 

Mr. Hanna. Transfer and use $535,000 of the proceeds resulting 
from the liquidation of those loans as compared to $614,000. 


NEW LANGUAGE REQUESTED FOR DISASTER LOANS 


Mr. Preston. The next matter concerns new language which you 
seek, Mr. Barnes. The language here states 


That the amount authorized for transfer from the revolving fund, Small Business 
Administration, may be increased, with the approval of the Bureau of the Budget, 
by such amount as may be required to finance administrative expenses incurred 
in the making of disaster loans. 


Mr. Barnes. Yes, sir. 

Mr. Preston. Why do you seek this new language? 

Mr. Barnes. Sir, we found we have no way of estimating where 
disasters will strike and what burden will be placed on us to open field 
offices and to serve an area. 

Mr. Preston. How did you handle it in 1955? ys 

Mr. Barnes. We in one case got a transfer from the Federal Civil 
Defense Administration when our resources were strained after the 





con- 

and 
year 
pon- 


‘e to 


ting 


1 you 


isiness 
udget, 
curred 


where 


1 field 


Civil 


or the 


953 


‘ornadoes, and we had opened up disaster loan offices in the Carolinas, 
Virginia, Maryland, Connecticut, Rhode Island, Massachusetts, and 
Maine which we had not anticipated and did not have other funds to 
use. 

If you ask what effect it would have, we would, of course, attempt 
to serve disasters out of our regular office from our regular authority 
and use our travel expenses for it. 

But it is not the type of thing, Mr. Chairman, that you can estimate 
with any degree of accuracy. 

Mr. Preston. Can you give any estimate of the amount of money 
vou used in fiscal 1955 for this purpose, administrative purposes, in 
making disaster loans? 

Mr. Hanna. I can give you only the transfer from Federal Civil 
Defense, which totaled approximately $33,000. That was for the 
employment of additional stenographic help in the local area, special 
travel expenses, and other extra costs of that nature. 

Mr. Eneuus. I think we should say right here we have no assurance 
that they will give us any more money. 

Mr. Preston. We understand that. I was thinking in terms of 
some limitation. 

If we imposed a limitation what in your judgment would be a 
reasonable limitation? 

Mr. Eneues. Another way——— 

Mr. Preston. I asked a question. What in your judgment would 
be a reasonable limitation in the event we imposed a limitation? 

Mr. Eneuns. It would be almost impossible for me to guess. 

Mr. Preston. We will guess for you in that event, then. 

Mr. Eneuxrs. Let me say this, if you will: 

Another way you could cover it would be not only to have the 
Bureau of the Budget approve the transfer but to have the committee 
approve it. We would be glad to submit it to the committee. We 
certainly don’t want to spend the money if we do not have the disaster. 
We cannot spend it unless we have a disaster. 

Mr. Preston. Mr. Flood, did you have any questions? 


VALUE OF SBA IN HARD COAL AREA OF PENNSYLVANIA 


Mr. Fioop. Yes. I would like you, Mr. Barnes, to be aware 
of this: 

[ represent one of the distressed economic areas of the Nation, 
perhaps the most seriously distressed. Certainly there is none more 
seriously distressed, and that is the hard coal area in northeastern 
Pennsylvania. 

fam not sure that you are at fault or that your men are. I believe 
that the law under which we are operating is a bad law for the purpose 
that some of us would like to see it operate. 

We think your regional office men and you people are handcuffed 
uid hamstrung and we do not think you have enough leeway, dis- 
cretion, or enough authority to meet these emergencies for small- 
business loans, particularly loans throughout the country, and more 
particularly in my area. 

The fault may not be yours but that of Congress, but it is my feeling 
that the organic law as amended and as it existed during the last 2 
years never was meant to make loans to small business. 
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I hope that can be corrected. 

We have had serious problems in my area where we are only 120 
miles out of Philadelphia. 

As I say, Mr. Harmon understands my area as well as I do, he js 
sympathetic, and I think he has been willing and he extends himsel; 
to do what he can, but I don’t think under the law there is much that 
he can do, or else you won’t let him do it—or it may be a combination 
of both. 

We feel frustrated, disappointed, and disgusted with this whole 
small-business loan operation in that area. That is all I can speak 
for. We just do not seem to get to first base. I will be glad if 
somebody does, but we do not. 

On the procurement phase which you stress, you seem to indicate 
that that has become a great boon. It has not been a great boon 
and it has been of little good or service at all other than lipservice or 
information to the men interested in my area, the small-business 
men, to participate, and set aside procurement programs. 

It has not been successful so far as the Small Business Administra- 
tion procurement program is concerned. It has been little more than 
an office of information. That it has been. 

Bur the net results—your production, the proof of the pudding— 
are, to all intents and purposes, nil. It has done little, if any, con- 
crete good in my district, and I am a classic example of what you 
are meant to strike at. Iam target “A.” Nothing happens. 

It is not all your fault and not all the fault of the Philadelphia 
office, if at all. There is an organic and basic fault in the law. | 
believe that. 

Whether or not we can do anything about it, I do not know. 

I simply want to urge this—I have a lot of questions here I wanted 
to ask. I have gone through your statement, and I was going to 
make a major interrogation on small business. I have been waiting 
for you for 5 months, but I will not be able to do it now because of 
the parliamentary situation. 

It is not the chairman’s fault, not my fault, not your fault. 

I want you to know that as far as I am concerned, there is very little 
good in my opinion about the present small business operation under 
the present law. 

We had some bad times with you. Your predecessor sat down there 
for a year. I don’t think he made a loan from the time the Small 
Business Administration was reorganized or re-created. I think that 
office down there existed for the purpose of doing nothing, and !t 
succeeded, admirably —it did nothing. 

Thank goodness when you came in something started to happe 
and the loans started to come out. Some intention of what Congress 
wanted to do was recognized, though I think Congress did a bad job 
with the law. 

Is there anything more that you think you can do than your Phila- 
delphia office and you have done? Can you make a special effort, 
can you make a drive into the hard coal district, and this concerns 
Congressman Fenton’s district, Congressman ’ Carrigg’ s district, 
Congressman Walter’s district and my district in this small area of 
northern Pennsylvania. 
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| know there are other areas in my State as well, that of Congress- 
man Van Zandt, Congressman Saylor, where we have distressed and 
tragic problems. 

The statement I make today does not refer to them but only to my 
own district. I can only speak for myself. 

However, I cannot see how it can be much different. 

You are futile and ineffective in an attempt to solve the desperate 
economic problem insofar as your loans to small business and your 
procurement aids are concerned. It is a blank. I doubt if you can 
do much about it under your present authority. 

Mr. Barnes. You asked me a question, sir. Of course I have no 
authority to deal with loans from labor-distressed areas on any 
different basis from any other type of loan. 

Mr. Ftoop. We are aware of that. 

Mr. Barnes. However, at any time a loan from a labor-distressed 
area is presented I ask that that fact be brought out and the surround- 
ing facts of the community be stressed as one of the credit criteria. 

] think no one could pass on a loan when those facts are brought 
out and not be inclined to take more risks in those situations than 
elsewhere. 

I believe I have done that. I have done it without any authority 
but just as a eredit matter. That is all I have authority to do. 

Mr. Froop. It is not right to expect you to stick your neck out 
under those circumstances. But if this law, as it does, limits you to 
the types of conditions precedent to loans that it does, then, believe 
me, vou will be of no service to the small-business men in my district 
on loans and you will be of no service in your procurement because in 
my area, as in any distressed area, they go hand in hand. 

It is the old question of if I had ham I would have some ham and 
eggs if | had some eggs. 

Unless you have loans your procurement is no good, and vice versa. 

Mr. Barnus. I have discussed your area with Mr. Harmon several 
times. J am sure you understand when these contracts are set aside 
businessmen must bid on them and be the low bidder. 

Mr. Ftoop. I am on the Defense Appropriations Subcommittee, 
and | know all about set-asides. 

If you are trying to suggest, I don’t know if you are, but if in the 
back of your head even sincerely or honestly you are laboring under 
any illusions that you are of any help to the areas of which I speak I 
must disabuse you of that. 

Mr. Barnes. I don’t believe anything I said indicated that. I did 
indicate we had set aside a certain volume of small business contracts 
in which your constituents had the right to bid, along with people 
from other districts. 

lhe lower bidder presumably will get the contract. 

Mr. FLoop. If my people, because of circumstances, could meet 
the low bids, conditions precedent by the law and by you, I would 
not have a distressed economic area. 

Mr. Barnes. One other thing: We do have and I do propose in 
this budget something which I think will be of assistance to the 
people in your district. I referred to the new products program. 

am sure you would agree that the introduction of a new product 
'S as dynamic a thing as can be done for an individual company or 
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industry. We have diligently tried to collect information which was 
available, and it is considerable, in Government, and we have devel. 
oped channels of information from private industry. We are now 
furnishing that information to concerns who want it and can use jj 
as a basis for expansion and increased employment. 

In one other district in Pennsylvania we are running a test program 
to see if we can take companies in that congressional district, or that 
city, and furnish them with information on new products which will 
enable them to expand their business. This might then be the basis 
of a loan application. 

Mr. Foon. It is not my city, so add mine, too. 

Mr. Barnss. I haven’t enough funds—— 

Mr. Fioop. Can you find money in your budget and will you be 
able in this next year, with whatever money you get from Congress, 
will you be able to set aside some sort of task force? We are fed uw 
to the neck with commissions to investigate us and committees to 
see what the trouble is. The only commission [ want to see up in 
that area again is a committee or commission against any more com- 
mittees or commissions of the Federal Government—we want action. 

They have examined us up and down, inside and out. 

Can you some place here or in Philadelphia set up a task force or 
target operation that will be dedicated and devoted to a bona fide 
effort within your bad law to try and meet head-on the problems in 
these 15 or 20 chronic seriously distressed economic areas of the Nation 
in about a dozen States? 

Mr. Barnes. I want to be very specific in my answer. We are 
not authorized to send out survey teams to study area development 
and that sort of thing. The Commerce Department has a program 
for that purpose. 

We are, however, authorized to go out and help individual business- 
men. We will have and contemplate— 

Mr. FLoop. Commerce is authorized to do that? 

Mr. Barnes. Area development. 

Mr. Fioop. Off the record. 

(Discussion held off the record.) 

Mr. Barnes. We can send individual specialists or a group of 
specialists out of the Philadelphia office to meet with the businessmen 
in your district to try to find new products which can go into their 
businesses, and then that can be made the basis for loans to expand 
the business and increase employment. 

Mr. Fioop. Will you do that right away and give it proper pub- 
licity? Will you be the hero and will you go up there yourself or 
take some of your trained men up, or whatever you do make some 
drive into these distressed sections of Pennsylvania in the soft and 
hard coal fields? 

Move in. Whether or not something happens, at least let the 
people think you are taking your bat off your shoulders. Right 
now we don’t think so. 

Mr. Preston. Thank you very much, gentlemen. 
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ATOMIC ENERGY COMMISSION 


PLANT AND EQUIPMENT 


WITNESSES 


LEWIS L. STRAUSS, CHAIRMAN 

WILLARD F. LIBBY, COMMISSIONER 

K. E. FIELDS, GENERAL MANAGER 

R. W. COOK, DEPUTY GENERAL MANAGER 

A. TAMMARO, ASSISTANT GENERAL MANAGER FOR RESEARCH 
AND INDUSTRIAL DEVELOPMENT 

E. E. FERGUSON, DEPUTY GENERAL COUNSEL 

DON S. BURROWS, CONTROLLER 

J.C. JOHNSON, DIRECTOR, DIVISION OF RAW MATERIALS 

E. J. BLOCH, DIRECTOR, DIVISION OF PRODUCTION 

LAWRENCE P. GISE, ACTING ASSISTANT DIRECTOR, DIVISION OF 
MILITARY APPLICATION 

L. H. RODDIS, ACTING DIRECTOR, DIVISION OF REACTOR DEVEL- 
OPMENT 

DR. T. H. JOHNSON, DIRECTOR, DIVISION OF RESEARCH 

DR. JOHN C. BUGHER, DIRECTOR, DIVISION OF BIOLOGY AND 
MEDICINE 

JOHN A. DERRY, DIRECTOR, DIVISION OF CONSTRUCTION AND 
SUPPLY 

F. J. MCCARTHY, JR., ASSISTANT CONTROLLER FOR BUDGETS 

J. A. MILLER, DEPUTY BUDGET OFFICER 


Mr. Ranaut. The hearing will come to order. 

We have before us a supplemental estimate for the Atomic Energy 
Commission plant and equipment appropriation, detailed in House 
Document 204. 

DP beorsirg objection, we will place this document into the record at 
this point. 

(The document referred to is as follows:) 


‘ATOMIC ENERGY COMMISSION 
“PLANT AND EQUIPMENT 


“For expenses of the Commission in connection with the purchase and con- 
struction of plant and the acquisition of equipment and other expenses incidental 
thereto necessary in carrying out the purposes of the Atomic Energy Act of [1946, 
including purchase of land and interests in land] 1954, including the acquisition 
or condemnation of any real property or any facility or for plant or facility acquisition, 
construction, or erpansion; purchase of aircraft; purchase (not to exceed [two 
hundred and fifty-eight] four hundred and seventy-nine for replacement only) 
and hire of passenger motor vehicles; [$110,882,400] $294,700,000, to remain 
available until expended: [Provided, That the unexpended balances of prior year 
4ppropriations made available under this head shall be merged with this appro- 
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priation: Provided further, That in addition to funds allocated for research anq 
development for reactors the Commission may expend from funds provided 
under this head such sum as may be necessary, not to exceed $7,000,000, for 
beginning of research or construction of such reactors, without regard to any other 
provision of this Act: Provided further, That no part of the foregoing appropriation 
shall be available for the construction of any office building, residence, warehouse 
or similar structure, utility, or other specific portion or unit of a project, unless 
funds are available for the completion of such building, utility, or other specific 
portion or unit of such project. The foregoing proviso shall not be construed 
to prevent the purchase of land for any project, the construction of any ney 
building or procurement of any machinery, equipment or materials therefor, nor 
any utility nor any portion or unit of a specific project if the funds are available 
to pay the cost of such land, the cost of such building, machinery, equipment or 
materials, or the cost of such utility or the cost of any such specific portion or 
unit of such project: Provided further, That no part of this appropriation shall be 
used—J] 

“T(A) to start any new construction project for which an estimate was not in- 
cluded in the budget for the current fiscal year unless it be a substitute therefor 
within the limits of cost included in the budget; and] 

“[(B) to start any new construction project the currently estimated cost of 
which exceeds by thirty-five per centum the estimated cost included therefor in 
such budget: Provided further, That not to exceed $2,500,000 of the funds herein 
provided may be transferred to the Bureau of Public Roads, Department of 
Commerce, for the construction or improvement of access roads in the United 
States to sources of uranium ores] 

“Provided, That $253,659,000 of this appropriation shall be available only upon thi 
ena*tment into law of H. R. 6795, or S. 2220, Eighty-fourth Congress, first session.” 

This proposed supplemental appropriation is requested mainly to finance 
projects for which appropriations have been or are expected to be authorized by 
Public Law 31, approved May 6, 1955, and by S. 2220 and H. R. 6795, now pending 
before Congress, together with projects not requiring authorization. 

The proposed appropriation also includes an amount for the construction and 
installation of a nuclear reactor in a merchant ship in furtherance of your pro- 
posal of April 25, 1955. Inasmuch as the obligational authority for this project 
is required now if the ship is to be completed on schedule, the appropriation 
request includes the necessary funds in anticipation that the project will be 
incorporated into the pending authorizing bill. 

It had been expected at the time the 1956 budget was submitted to Congress 
that no new obligational authority would be requested because the unobligated 
balance of obligational authority brought forward from prior years was expected 
to be more than sufficient to cover anticipated 1956 requirements. However, 
because of certain program changes and other delays, the authorizing legislation 
was not enacted prior to the consideration of the Atomic Energy Commission's 
other appropriation requests. The House of Representatives, in its action on 
these requests, has transferred the entire balance remaining unobligated in the 
“Plant and equipment” account to the “Operating expenses” account. There- 
fore, new obligational authority for “Plant and equipment”’ will be required. 


Mr. Rasaut. We will be pleased to hear from you, Mr. Strauss. 


GENERAL STATEMENT OF THE CHAIRMAN 


Mr. Srrauss. Mr. Chairman and gentlemen, it is a pleasure to 
appear again before your committee to continue the consideration of 
the fiscal year 1956 appropriation requirements of the Atomic Energy 
Commission. 

Our earlier hearings on May 26 and 27 were necessarily concerned 
only with the appropriation for operating expenses by reason of the 
fact that the Congress had not yet had an opportunity to act on the 
legislation authorizing appropriations for proposed plant additions. 
Such legislation is required for the first time this year by the prov 
sions of section 261 of the Atomic Energy Act of 1954. 
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MERCHANT SHIP PROPULSION REACTOR 


The amount of the supplemental request before you is $294,700,000, 
which includes an item of $21 million for a merchant ship propulsion 
reactor. 

This project had been included in anticipation of favorable con- 
sressional authorizing action on this project. 

The item does not now appear in the authorizing legislation as 
approved by the Congress. You will recall that it was not approved. 

The principal items covered in this program are several improve- 
ments to production facilities, prototype reactors for commercial 
power and for military propulsion, a medical research center, and a 
building to house the Washington office. 

In addition to the merchant ship reactor project there are other 
differences between the amount of our appropriation request and the 
amount shown in the authorizing legislation due principally to the 
funds needed for the procurement of equipment for which, under 
the law, specific authorization is not required. The general manager, 
Mr. Fields, will point these out as we discuss the individual projects. 


LEVEL OF OPERATION OF CONSTRUCTION PROGRAM 


You will note, Mr. Chairman and gentlemen, that the tempo of 
the Commission’s construction program in 1956 will be well reduced 
from what it has been in the past few years. In each of the fiscal 
years 1952, 1953, and 1954, additions to our plant investment were 
in excess of $1 billion. 

Mr. Rasautr. What years? 

Mr. Srrauss. 1952, 1953, and 1954. 

In 1955 in our construction program we will add about $900 million 
io our capital plant, bringing our total plant investment to about 
$6,600 million by June 30 of this year. 

There remain authorized projects which are underway for which 
the estimated cost of completion is about $600 million, and for which 
ihe funds are already available. 

The new starts contemplated in 1956 in this budget amount to only 
$243.600,000. 

Mr. Rasaut. Is that of the $600 million? 

Mr. Strauss. No, this is the additional amount for new starts. 

Mr. Ranaut. You said there were some $600 million yet to go. 

Mr. Strauss. Yes. That is for projects authorized and now 
inder way and the estimated cost for completing them is $600 million 
br which the funds are already in hand. 

The new starts contemplated in 1956 by this budget, which is now 
ubmitted to you, amount to $243,600,000. That amount excludes 
he merchant ship project which as I mentioned a moment ago, had 
lot been authorized by the Congress, and the equipment requirements 
‘hich do not require authorization. 

| also would like to note that for the first time the projects that are 
"ing proposed for our research and development programs exceed 
lose of our production programs. 

his interesting turn of events comes about because past efforts 
ive successfully provided the capacity and the flexibility which we 
°W possess to produce weapons and weapons material. 


63859—55——__@1 
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The assurance provided by our production achievements in w eapons 
and weapons materials permits us to give greater emphasis to the 
nonweapon aspects of atomic energy, particularly in the field of 
reactor development. 


REACTOR DEVELOPMENT PROJECT 


As we review our programs, you will see that after subtracting the 
merchant ship project, reactor development projects represent 34 
percent of our total request, and is more than any other part of th. 
program. Now, with your permission, Mr. Chairman, I would like 
to request that the general manager proceed with the detailed presenta- 
tion of the budget. 

Mr. Razavr. Thank you very much for your statement. 

We will be pleased to hear from you, Mr. Fields. 


SUMMARY CF ESTIMATE 


Mr. Fievps. May I invite your attention to page 154. This sets 
forth the request and relates it to the projects that require authoriza- 
tion this year. 

Under item 1 you will see that the authorization approved by 
Congress is $269,159,000. Our request also includes $21 million for 
the merchant-ship reactor so that the total is $290,159,000. 

In the authorizing language, however, there are certain projects 
for which we are not asking funds for the entire project at this time. 
One is the surface ship reactor for which $19 million will not be 
required in 1956. 

For the aircraft nuclear propulsion test area, $12,500,000 will not be 
required in fiscal year 1956, and we are not requesting appropriations 
for the foreign research reactors which were authorized in the amount 
of $5 million. 

So there is $36,500,000 to be subtracted, for which we are not re- 
questing financing at this time. 

The net amount requested against the authorization just passed 
by the Congress is therefore $253,659 ,000. 

From that there would be subtracted the $21 million for the mer- 
chant ship. 

Mr. Rasavr. Will we take $21 million from $253 million? 

Mr. Fieups. Yes, sir. 

Mr. Rasavt. | understand. 


ARGONNE FACILITY 


Mr. Fretps. As noted under item 2, we are requesting funds for 
projects previously authorized. Our headquarters building was 
authorized in Public Law 31, in this session of Congress, in the amount 
of $10 oe and we are now asking for an additional $1,500,000 
for the Argonne plutonium fabrication facility. This is a project 
which was authorized in the 1955 budget. Before we started cot- 
struction, we found that it would cost more than the amount author- 
ized and we are now requesting an additional amount for that projet. 

Mr. Raraut. Is this in addition to what you had before? 

Mr. Freups. Yes, sir. 

Mr. Ranaut. How much did you get before? 
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\r. Fretps. The amount appropriated in 1955 was $1,500,000. 

Mr. Rasaut. They should have heard you the first time. 

Mr. Patties. That is the $1,500,000 that is in there now? 

Mr. Fretps. This $1,500,000 is the additional amount now being 
ree uested. 

Mr. Rasaut. Does that bring it up to $3,000,000, then? 

Mr. Fretps. That brings the total cost of the project up to $3 
million. We had authority in our 1955 appropriation for $1,500,000 
for this project and now we are requesting an additional $1,500,000 
which brings the total up to $3 million. 


CAPITAL EQUIPMENT, REPLACEMENTS AND ADDITIONS 


The third item listed in our appropriation request, which is not 
included in the authorization bill, is capital equipment replacements 
and additions, in the amount of $30,141,000. 

This was not in the authorizing bill because the Joint Committee on 
Atomic Energy, as well as ourselves, are in agreement that it does not 
require authorization. 

The total appropriation request therefore is $294,700,000. 

If you subtract the amount for merchant ship reactor, the total 
appropriation request before you at this time would be $273,700,000. 

You will find that in the budget before you the total appropriation 
request is shown as $294 million because the merchant ship reactor 
was included. 

Mr. Rasaut. Am I clear that in the matter which you referred 
to, that you have taken it up with the legislative committee and 
they agreed that authorization is not necessary? 

Mr. Finutps. For equipment items? 

Mr. Rapaut. Yes. 

Mr. Fieips. That is correct, sir. It was discussed during hearings 
on the authorization bill and they indicated it was not necessary. 


JUSTIFICATION MATERIAL 


Mr. Rasaut. Is all the justification of the opening statement 
included on the pages up to and including 160? 

Mr. Frevps. Yes, sir. 

Mr. Rasaut. At this point, without objection, we will insert in the 
record pages 154 to 160, inclusive. 

(The material referred to is as follows:) 


U. 8S. ATOMIC ENERGY COMMISSION 


Fiscan YEAR 1956 Bupcrer Estimates—APPROPRIATION FOR PLANT 
AND EQUIPMENT 


APPROPRIATION REQUEST, FISCAL YEAR 1956 


The appropriation requested for fiscal year 1956 for “Plant and equipment” 
totals $294,700,000. This amount includes (1) $253,659,000 for projects for which 
authorization is now being considered by the Congress; (2) $10,900,000 for projects 
Previously authorized, and (3) $30,141,000 for capital equipment replacements 
and additions which do not require authorization. The following table shows a 
reconciliation of amounts included in the 1956 authorization bill as recently 
‘pproved by the Congress and the appropriation requested for fiscal vear 1956. 





(1) Projects requiring authorization: 
Authorization approved by the Congress_. $269, 159, 000 
Plus amount included for the merchant ship 
reactor in anticipation of approval by 
Congre 21, 000, 000 
290, 159, 000 
Less obligational authority not required in fiscal year 1956 for: 
Surface ship reactor.___ $19, 000, 000 
Aircraft nuclear propul- 
sion test area 12, 500. 000 
Foreign research reac- 


36, 500, 000 
Net amount required in fiscal year 1956 $253, 659, 000 
(2) Projects previously authorized: , 
AEC headquarters building $9, 400, 000 
Additional amount for Argonne plutonium 
fabrication facility 1, 500, 000 


10, 900, 000 
30, 141, 000 


Total appropriation requested 294, 700, 000 


The following table sets forth the reconciliation of obligations to appropriations 
for the fiscal years 1954, 1955, and 1956. 


Actual Estimate Estimate 
fiscal year fiscal year fiscal year 
1954 1955 1956 


Obligations d | $397, 768,188 | $295, 275, 000 

Less: | 
Recovery of prior year obligations --...........---------. | 183,519,839 | 463, 283,000 |_- panst 
Unobligated balance available from prior year 592, 206,986 | 404, 677, 738 582, 400, 000 
Reimbursable obligations ! 805, 736 575, 00 

Plus: 

Unobligated balance carried forward 404, 677, 738 ee = ee 

Transfer to Bureau of Public Roads bien aa 

Transfer to ‘‘Operating expenses” 582, 400, 000 














Appropriation for ‘‘Plant and equipment”’ 110, 882, 400 294, 700, 000 








—_— 


1 Amounts cover reimbursements for the sale or exchange of personal property, etc., and not included in 
the appropriation request. 


ESTIMATED EXPENDITURES, FISCAL YEAR 1956 


Expenditures for plant and equipment for the fiscal year 1956 are estimated 
at $532.797,000 which is a decrease of $316,833,842 from the esti-nate of 
$849,630,842 for the fiscal year 1955. This decrease reflects the drop in level of 
construction as the major expansion programs authorized in 1951 and 1932 
near completion. The following table sets forth the actual and estimated expendi 
tures and unexpended balances for fiscal years 1954, 1955, and 1956. 


{In millions] 


Actual Estimate Estimate 
fiscal year | fiscal year | fiscal year 
1954 1955 1956 





Unexpended balance at beginning of year $2, 991.6 $2, 036. 1 
Appropriations. ---- os 166 0 110.9 
Transfer to Bureau 0 : —10.0 0 | 
Transfer to ‘‘Operating expenses’’ : 0 0 | 


3, 147.6 2, 147.0 
2, 036. 1 1, 297. 4 





I sn ne Site nebatberscistetasaneebanencerdene 1,111.5 849. 6 


—_———_—_————————————————————————— OO 
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The estimated expenditures of $532.8 million include $90.0 million from the 
1956 appropriation and $442.8 million from prior year appropriations leaving an 
estimated unexpended balance on June 30, 1956, of $272.2 million of prior year 

,ppropriations and $204.7 million of the 1956 appropriation. 

The following table shows the detail reconciliation of obligations to expenditures. 

onal authority related to obligations and 
accounts) 


expenditures (excluding trust 





| 
| 1956 est imate 
| 


| 1955 estimate 


Ge neral ind special accounts (excluding working funds): Current 
ppropri itions: 

. Presently available $294, 700, 000 

000 Trat insfer to “Operating expenses, AEC’’ — v3r¢400, 000 

Contract authorization --___- ~ 0 0 

Unohligated balances available_. 381, 456, 197 582, 400, 000 

R 

I 


$110, 882, 400 | 
0 


t ursements from other government agencie Rew 355, 000 105, 000 
teimbursements from non-Federal sources 970, 000 470, 000 


Total available................-.-..-..--. ait OL cele 493, 663, 597 | 295, 275, 000 
ransfers to other government agencies 0 0 
ivances to allocated working funds with other agencies es 36, 414, 385 0 

1 required to liquidate prior year contract authorization - .__--.--| 0 0 


il available for obligation......._..._. a 295, 275, 000 
lig ated balances at end of year: 
To be carried forward in continuing accounts. -_.............----- «ade 582, 400, 000 0 


To lapse upon closing of accounts 0 0 


| 
457, 249, 212 


T po 
LASS ULE 


—125, 150, 788 | 295, 275, 000 
1, 325, 000 575, 000 


} 


Total obligations incurred } 
Less co il ctions treated as reductions from expenditures 


275, 000 


Net obligations for the year_- 
Obligations outstanding at start of year 


Net obligations to be accounted for 
Less obligations outstanding at end of year 


| —126, 475, 788 
1, 619, 313, 932 


1, 492, 838, 144 


294, 700, 000 
671, 379, 524 


966, 079, 524 


671, 379, 524 458, 085, 224 

‘aac Net expenditures general and special accounts (excluding working 

, 000 funds) 
575, 000 


_ 821, 4! 58, ¢ 620 


oe 994, 300 


Working fund advances to other agencies: 
Unobligated balances available .---_.-- si dbsudsSacobenadeonans weveens 


23, 221, 541 0 
Advances from AEC appropriation 


ee 36, 414, 385 0 
400, 000 


Net obligations for the yeer.....-.-..........-.....<.. increta wistesrig 


59, 635, 926 0 
Obligations outstanding at start of year 


12, 083, 882 43, 547, 586 
43, 547, 586 
18, 744, 886 


700, 000 


Net obligations to be accounted for 


71, 719, 808 
Less obligations outstanding at end of year 


juded in 43, 547, 586 


Net expenditures, working funds 28, 172, 222 





Ne te expenditures, general and special accounts, including working 
mated 849, 630, 842 532, 797, 000 


ate of : = - " - 
evel of 
1 1952 


<pendi- 








ESTIMATED OBLIGATIONS, FISCAL YEAR 1956 


The following table shows a comparison of obligations by program for the 
fiscal years 1954, 1955, and 1956. 


Estimate, 
fiscal year 
1955 


be Estimate, 
fiscal year 
1956 


Program 


fiscal year 
1954 


stimate 
cal year = 7 = a 


1956 Ohite Te | 
)bligations for facilities: 
Source and fissionable materials | $410, 451, 469 
$1, 207-4 Weapons 41, 044, 539 
904.7 RRORCLON COC ae eae 31, 090, 519 
Physical research . 7, 882, 095 
Biology and medicine 446, 489 
Com: | 8, 409, 529 | 
Admir nistrative . esidkaaeae 1, 250 
{ulpment not included in construction projects sassoncel Sa tease | 


| 
Actual, | 3 
} 
| 


$286, 747, 000 | 

48, 657, 000 | 
53, 024, 000 

25, 011, 000 | 

968, 000 | 

4, 226, 000 | 

600, 000 | 

27, 210, 138 | 
396, 443, 138 | 
1, 325, 000 | 


397, 768, 138 


$39, 674, 000 
69, 698, 000 
118, 362, 000 
13, 000, 000 
6, 490, 000 
7, 935. 000 
9, 400, 000 
30, 141, 000 
294, 700, 000 
575, 000 


295, 275, 000 


682.4 


Total direct obligations 


fart 527, 058, 087 | 
ETITGR MS GENE oso on a nacc bocaonceccencumuabiddeumdbe 


80! 5, 736 


7 . 
Lot 


il plant and equipment obligations.............._--- 
| 


527, 863, 8 
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HIGHLIGHTS OF PLANT AND EQUIPMENT OBLIGATIONS 


The obligational authority required for plant and equipment is discussed below 
in terms of the new facilities required to support each of the Commission’s operat- 
ing programs and of equipment required in addition to that included in construc. 
tion projects. 


Obligations for facilities 


1. Source and fissionable materials facilities.—Obligational authority required 
in 1956 for source and fissionable materials is estimated at $39.7 million, compared 
with estimated 1955 obligations of $236.7 million and actual 1954 obligations of 
$410.5 million. 

The major requirements are (1) $20.0 million for modifications to Hanford 
production facilities, (2) $4.2 million for access roads to uranium sites, (3) $4.6 
million for plant additions and modifications for Oak Ridge, and (4) $10.9 million 
for improvements, alterations, modifications, and additions to existing plants to 
increase production, eliminate health and safety hazards, and reduce operating 
and maintenance costs. 

2. Weanons facilities —For weapons facilities, $69.7 million will be obligated in 
1956, compared with estimated 1955 obligations of $48.7 million and actual 1954 
obligations of $41.0 million. 

The amount budgeted for weapons construction for fiscal year 1956 will provide 
(1) weapons storage capacity required to house new weapons output; (2) addi- 
tional production capacity; (3) laboratory and technical facilities to support 
weapon research and development activities; (4) replacement and additions to 
permanent base facilities at the weapons proving grounds; and (5) general plant 
projects recuired for the weapons program. 

3. Reactor development facilities.—Obligations to be incurred in 1956 for reactor 
development construction are estimated at $118.4 million, compared with esti- 
mated 1955 obligations of $53.0 million and actual 1954 obligations of $31.1 
million, 

The fiscal year 1956 estimate includes (1) $44.0 million for developmental 
and prototype reactors under the civilian power and militarv reactor programs; 
(2) $21.0 million for a merchant-ship reactor; (3) $51.0 million for supporting 
developmental and test facilities and facilities to accelerate civilian power de- 
velopment; and (4) $2.4 million for general plant projects and construction of a 
reactor training school. 

4. Physical research facilities—An estimated $13.0 million is requested for 
phvsieal research facilities in 1956 compared with estimated 1955 obligations of 
$25.0 million and actual 1954 obligations of $7.9 million. 

Of the total of $13.0 million reauested in 1956, (1) $10.0 million is for the particle 

accelerator program; (2) $1.6 million is for expanding the capacity or alleviating 
serious handicaps in existing facilities; and (3) $1.4 million for miscellaneous 
improvements and modifications to existing facilities. 
5. Biology and medicine facilities—An estimated $6.5 million will be obligated 
for the biology and medicine construction program in 1956, compared with 
estimated 1955 obligations of $1.0 million and actual 1954 obligations of $0.4 
million. 

Construction of the Medical Research Center at the Brookhaven National 
Laboratory constitutes the major part of the estimate, or $6.0 million. The 
balance is required for miscellaneous improvements and additions to plant 
facilities, chiefly at the Brookhaven National Laboratory and in the offsite 
research program in the biomedical sciences. 

6. Community facilities.—An estimated $7.9 million will be obligated for com- 
munity facilities in 1956, compared with estimated 1955 obligations of $42 
million and actual 1954 obligations of $3.4 million. 

Of the $7.9 million requested for 1956, (1) $3.5 million is for housing at Los 
Alamos, (2) $2.9 million is for a new Oak Ridge Hospital, and (3) the remaining 
$1.5 million is for other projects at the three towns and at the housing facilities 
operated at Sandia and in Colorado. ; 

7. Administrative facilities —Obligational authority of $9.4 million is required 
in fiscal vear 1956 for the construction of an AEC Headquarters Building, the 
total estimated cost of which is $10.0 million, and for which $0.6 million was 
provided in 1955. ae ' 

8. Equipment not included in construction projects will require obligations 0 
$30.1 million in 1956 compared with estimated 1955 obligations of $27.2 million 
and actual 1954 obligations of $32.7 million. 





lant 
site 


om- 
$4.9 


Los 
ning 
ities 


\ired 
the 
was 


18 of 
lion 


o 


Of the $30.1 million requested for 1956, $16.7 million is for additions and $13.4 
jillion is for replacements. The major amounts included in this requirement are 
314.5 million for laboratory equipment ($10.6 million for additions and $3.9 
nillion for replacements); $8.1 million for process equipment ($3.6 million for 
additions and $4.5 million for replacements); $1.7 million for shop equipment 
81.0 million for additions and $0.7 million for replacements); and $5.8 million 
for eight other types of equipment ($1.5 million for additions and $4.3 million 
for replacements). 

\fr. Srrauss. Mr. Chairman, I believe this is the smallest request 
hich the Commission has presented to this committee since 1948. 
|t isa matter of interest but of no particular significance. 

Mr. Frerp. On page 158 the obligations for plant and equipment 
are listed by program. 

We are requesting $39,674,000 under source and fissionable mate- 
rials, for 1956. That is to cover 13 different projects in the raw 
material and fissionable materials programs. 

More detail is given in the budget with respect to these projects. 
The principal ones are for the expansion and modification of an ore- 
producing plant at Monticello, Utah, in the amount of $1,550,000. 
This is for expansion of the carbonate leach process which will double 
the processing capacity of that plant. 

Discussion off the record.) 

Mr. RaBAuT. Suppose I ask vou a few general questions before we 
get into too much detail. 

Mr. Freips. All right, sir. 


REIMBURSEMENTS FOR SALE AND EXCHANGE OF PERSONAL PROPERTY 

Mr. Rasaut. Now, you have an item of $575,000 for reimbursable 
obligations for the sale and exchange of personal property. Will you 
eaborate on that item? 

Mr. Burrows. That estimate is based on our experience in 1955 
is to the amounts we will receive from the sale of property which 
moneys, of course, are used for replacement. 

Public Law 600 of the 78th Congress provides that Government 
agencies can sell equipment and use the proceeds for the replacement 
of items sold. These are reported as reimbursements to our appro- 
priation, 

Mr. Rasaur. You are talking about property. Give me an 
example. 

Mr. Freps. For example, when we sell a used typewriter and 
receive cash for it we can ‘use the proceeds toward the purchase of a 
lew typewriter. The $575,000 is based on our past experience. 

Mr. Ranaut. Is there any type of breakdown of that kind of 
material? 

AUTOMOBILES 


f . r . . 
Mr. Frerps. We also sell automobiles preparatory to buying new 


Ones, 


Mr. Ranavr. How long do you run your cars? 

Mr. Firips. Our criteria is the same as General Services Adminis- 
‘ration, that is, a minimum use of 60,000 miles or 6 years. We drive 
them much beyond that, however. I don’t know what the actual 
‘verage mileage is at this moment. 

Mr. Derry. I don’t have the exact average, but we do go beyond 


Gs 


A requirements. The cars we dispose of are more than 6 years old 
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and we drive them 60,000 miles. It is not 6 or 60, it is 6 and 60 with ys 
That is for our passenger vehicles. Busses are run up to 9 years. 

Mr. Rasavut. What type of cars do you have? 

Mr. Borrows. We have various makes at our various field instal. 
lations. 

Mr. Derry. We have Chevrolets, Fords, Plymouths, and so fort}, 

Mr. Rasavur. You buy them under the regulations of the Govern. 
ment? 

Mr. Derry. We buy them under the regulations of the Govern. 
ment through GSA. 

COMMUNITY FACILITIES 


Mr. Rasut. What about the community facilities here? I note 
that they have taken a sharp upturn. What about them? That is 
on page 158. 

Mr. Freups. Yes, they have. I would like to break down the ip- 
crease for these facilities. There is a request for a hospital at Oak 
Ridge in the amount of $2,900,000; also $3,500,000 for 226 houses at 
Los Alamos; and $1,125,000 for general plant projects, which is for 
maintenance and minor improvements in the community. 

The estimate also includes a project for laying a sewer in a very 
critical area in Richland at a cost of $160,000 and a request for the 
construction of 20 houses at Grand Junction, Colo., in the amount of 

250,000. That is at the Monticello plant. 

Mr. Rapsavut. What have you been doing about hospital facilities 
up to now? 

Mr. Frextps. We have been operating a hospital at Oak Ridge 
which was built during the war. It is a temporary building. 


We are now approaching a period when major rehabilitation and 


maintenance is required. Something on the order of a half million 
dollars would be required. 

Do you have any more information on that? It is a frame building. 

Mr. Buiocu. Most of it is one story. There are 2 wings which have 
2 stories, but it is all of temporary construction built during the war. 

We have had the facility reviewed by engineering firms. They 
feel it will take a half million dollars to rehabilitate it and put it m 
shape to last 5 more years and at the end of that time we would have 
to spend another half million dollars to keep it in shape. 

In addition, the operation of the hospital is costing us a net subsidy 
of about $100,000 a year. With a new hospital we feel we cal 
operate the facility on a break-even basis. The present building is of 
poor construction, is a fire hazard, and requires extensive rehabilita- 
tion, if we continue to use it. 

Mr. Srravuss. You are aware of that fact that last year for the 
first time we were operating the communities at a profit rather than at 
anetloss. Wereturned about $2 million. 


NEW HOUSES FOR LOS ALAMOS 


Mr. Rasavut. What is the necessity for all these new houses? 

Mr. Fretps. At Los Alamos, if we are to house the personnel who 
work there, we must have housing. There is no commercial develop- 
ment there, no other community. 
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The direct employees of the laboratory are 2,900. Their program is 
expanding and we have a tentative target of something like 3,100 
direct employees. There is a total population of about 13,000 people. 

We have had a program for the replacement of housing and of 
providing additional housing for the last 3 years. 

This is the last increment to provide the housing necessary to sup- 
port a laboratory of that size. 

Mr. Raspaut. What are you doing for education? 

Mr. Fretps. There are adequate schools there now which were 
built in the past. 

Mr. Srrauss. In the quite recent past. 

Mr. Rasavut. You are going to take care of the children from 
these new houses? 

Mr. Frexps. Yes, sir. 

Mr. Ranaut. The clerk has called my attention to a comment in 
the report of last year on the houses. It says: 

Estimated cost per unit for housing at this location ranges from $14,688 to 
$18,144. Good three-bedroom houses are advertised for sale in Santa Fe for 
$10,500 and in Albuquerque for $7,800 to $12,750. 

There seems to be no valid reason why housing at Los Alamos should cost so 


much more than that constructed in the surrounding communities. The com- 
mittee has reduced the estimate by $4,000 for each of the 96 houses. 


What did you do at that time? Did you get by with the $4,000 
cut on them? 

Mr. Frextps. No, sir. In conference with the Senate there was a 
restoration of some of the amount. 

Mr. Ranaut. How much are these three-bedroom houses out there 
estimated to cost? 

Mr. Fre.ps. Three-bedroom houses, exclusive of site development 
and certain engineering costs, are estimated to cost $11,205 per unit. 
When you add site development and engineering and design, our 
actual experience for the fiscal year 1955 houses was $14,645 per house. 
Idon’t have the figure for the 3 bedroom because the project included 
2., 3-, and 4-bedroom units. 

Mr. Rasaut. Two, three, and four bedrooms? 

Mr. Fretps. Yes, sir. 

Mr. Ranaut. But you do not have it broken down. 

Mr. Fretps. No, about half of those were 2 bedroom; a quarter 
were 3 bedroom, and a quarter were 4 bedroom houses. 

Mr. Rasaut. You really went into this after the committee 
sounded these warnings? 

Mr. Fieips. Yes, sir. In contrast to what we did in 1955, in 
1954 we built houses at a cost of $16,670 per unit. 

In other words, there is a reduction in cost of about $2,000 a unit 
over Our experience in 1954. 

Mr. Ranaut. How do you do this? Do you give it out to a con- 
tractor, or do you do it yourself? 

Mr. Fretps. We have an architect engineer design the buildings 
ind complete specifications are issued. After advertising there is 
open bidding and the award is made to the lowest bidder. 

Mr. Ranaut. Are they much alike? 

Mr. Frenps. Yes, sir; the plans are practically identical. 

Mr. Ranaut. Just have some different fronts, a little bit different 
bosition of the houses? They do have open bidding on them? 
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Mr. Fre.ps. Yes, sir. 

Mr. Rasaut. How much have the bids varied in the past? 

Mr. Fieups. I remember one case where the low overall bid was 
within $5,000 of the next bid. 

Mr. Rasavur. You do not think there is any collusion? 

Mr. Fintps. No, sir; the bids went on up, and spread out quite a 
bit from that point, sir. 


SouRCE AND FissIONABLE MATERIALS FACILITIES 


Mr. Ranaut. You have got a very large reduction here in your 
request for source and fissionable materials. Does this indicate that 
you have gone about as far with these plants as you need to go? |s 
that correct? 

Mr. Strauss. We will have within the next year; yes, sir. That 
is to say unless there is an increase in the demand for weapons. 

Mr. Rasavutr. That would change your picture? 

Mr. Srrauss. Definitely, sir. 

Mr. Fre.ps. The principal items for this program are plant modi- 
fications which are major in nature and are for improvements in pro- 
duction and increased efficiency. 

Mr. Rapavur. Increased efficiency? 

Mr. Fieuips. Yes. In these complex plants there are many things 
which can be done to improve efficiency in production. 

Mr. Rapavur. This comes from experience. 

Mr. Fretps. Yes, sir. 

For example, at the present time we have to shut the piles down to 
make certain modifications. One of these projects will make it 
possible to do a great deal of modification without shutting the pile 
down. 

In other words production can continue while the necessary repaii 
work goes on. | 

Mr. Srrauss. Some of these modifications also result in reducing 
the unit cost of the end product. 

Mr. Rasaut. Now, we will insert pages 165 to 168 of the justifica- 
tions in the record, and we will cover some items under those. 

(The portion of the justifications referred to is as follows:) 


SOURCE AND FISSIONABLE MATERIALS PROGRAM CONSTRUCTION OBLIGATIONS 


Program statement 


Estimated obligations fiscal vear 1956__-__- : a $39, 674, OW 
Estimated obligations fiscal year 1955 a : 236, 747, WW 
Actual obligations fiscal year 1954. 410, 451, 409 


During fiscal year 1956 $39,674,000 will be required for necessary constructo 
activities related to the source and fissionable materials program. This compare 
with the considerably larger amounts requested above for fiscal years 1!) 
1955. é 

Some of the more significant projects to he undertaken during fiscal year 1! 
include (a) expansion and modification of ore processing facilities at Montice 
Utah, (b) access roads required in the Colorado Plateau and adjacent area. 
c) modifications to separation facilities at Hanford, (d) pile modifications 4 
Hanford, (e) conversion of Fernald Pilot Plant and (f) construction of § 
plant at Oak Ridge National Laboratory. 
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fIFICATION OF PROJECTS FOR WHICH FUNDS ARE REQUESTED IN FISCAL YEAR 
1956 


( No. 56-e-1, Expansion and modification of ore processing plant, Monti- 
Utah, $1,550,000 
This project provides for increasing the capacity and other modifications of 
the AEC-owned proces plant at Monticello, Utah. 


Project No. 56—e—2, Storage sites for vanadium bearing tailings, $500,000 


This project provides for the construction of storage and stockpile sites for 
yanadiim tailings at certain new uranium processing plants to be constructed by 
industry. Existing plants for processing uranium-vanadium bearing ores extract 
both metals and under contract the Commission purchases such vanadium as is 
excess to industrial needs and delivery is made to the national! stockpile. Due 
primarily to the fact that the national stockpile goal for vanadium has been 
attained, it is proposed that the vanadium contained in ores not be extracted but 
that the vanadium-bearing tailings be stockpiled, as a conservation measure, in 
Government-owned storage ponds at the processing plants. Should the need arise 
the tailings ean be processed for their vanadium content. 

Project No. 56-k-1, off-site access roads, $4,165,000 

This project makes provision for financing the estimated cost of building, im- 
g, and maintaining access roads in Colorado, Utah, New Mexico, Arizona, 
Wyoming, and South Dakota to permit the hauling of uranium ores from mines 
to processing plants and ore-buying stations. In many instances ore deposits 
are located in inaccessible areas where mine development and the transportation 

ores would be impossible without the construction of access roads. In addition 

providing for the construction of new roads, the estimate includes funds for 
mprovements to existing roads necessitated by the fact that roadbeds, bridg 
uid culverts originally constructed for normal usage will not support the traffic 
vily loaded ore trucks. The request also includes provision for a year’s 
aintenance following construction, in keeping with the Bureau of Public Roads 
licvy on such construction, since washouts, slides, and disintegration are most 
ikely to oecur during this period. This construction is an essential adjunct in 
ttaining the Commission’s U-308 procurement goal. It is contemplated that 
hese funds will be transferred to and administered by the Bureau of Public Roads 

Project No. 56—-l-1, General plant projects, raw materials program, $250,000 

This project provides for minor and miscellaneous additions and improvements 
0 the raw-materials development laboratory at Winchester, Mass., and for similar 

rk, as well as related land acquisition, and the general facilities in the Grand 
Junetion compound necessitated primarily by the increased procurement, handling, 


nd storage of uranium concentrates. The estimate is based on the cost of con- 
ction of this type in previous years. 

Project No. 56—d-7, New barrier development plant, Oak Ridge, Tenn., $404,000 
This project provides for the construction of an additional wing to the present 
ascade pilot plant to rehouse the barrier development facilities. The structure 

Will house about 50 people with allowance for approximately 300 square feet of 
gross area per person. These quarters will provide the fre edom from undue vibra- 
tion which is necessary for proper functioning of the precise and delicate measure- 
ments involved. The type of construction selected will result in the lowest cost 
‘hich will meet the minimum requirements of the building’s funetion and, at the 
sulne time, permit alteration of the room size by use of movable partitions. The 
ot amount excludes $35,000 for architect-engineer work initiated in fiscal year 
Yoo 


( 


6. Project No. 56-d-1, metallex pilot facility, Oak Ridge National Laboratory, 
$1,000,000 
This project provides for the construction of a pilot plant in an existing Oak 
National Laboratory building to study the development of a more eco- 
mic eal process for the production of a special material. 


Project No. 56-d-6, barrier plant addition, Oak Ridge, Tenn., $2,200,000 


rhis projeet provides for the construction of an addition ot existing facilities 
the K-25 area in order to provide additional operating space. 
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8. Project No. 56—d-8, expansion of metal recovery facility, Oak Ridge National 
Laboratory, $370,000. 
This project provides for modifications to the present facility in order to increase 
capacity and to permit processing of other materials. 
The above amount excludes $30,000 for architect-engineer work initiated jp 
fiscal year 1955. 


9. Project No. 56—d—5, conversion of pilot plant and facility to production plant and 
facility, Fernald, Ohio, $600,000 
This project provides for the installation of equipment in an existing pilot plant 
facility. 


10. Project No. 56-d-4, modifications to separations and processing facilities, 
Hanford, Wash., $2,560,000 

The project provides for (a) work necessary to alleviate contamination condi- 
tions in one of the separations facilities, (b) the installation of equipment to recover 
essential chemicals for reuse, (c) facilities to provide improved sampling and 
analysis of plutonium and/or other radioactive materials in certain process and 
waste streams in the separations plants for better operational control, and (d) 
the installation of additional equipment to permit remote operation of certain 
process steps in plutonium production. 


11. Project No. 56-d-3, special reactor facilities equipment, Hanford, Wash., 
$5,600,000 
This project covers the installation of special supporting equipment for the 
reactors. 


12. Project No. 56—d-2, reactor facilities modifications, Hanford, Wash., $11,900,000 

This project is required to perform desired modifications and equipment addi- 
tions to the reactor areas, in order to provide additional capacity and greater 
economy in operation. 


13. Projeet No. 56—-l-2, general plant projects, special nuclear materials program, 
$8,575,000 

This project consists of many miscellaneous improvements, alterations, addi- 
tions, and retirements, including minor new construction. It is estimated that 
$8,575,000 will be required for such work in fiscal year 1956 in order to provide 
for the continuity of operations, improvements in production techniques, elimi- 
nation of health hazards, and reduction in operating costs at the various produc- 
tion, processing, and supporting facilities of the special nuclear materials pro- 
gram. Obligations in fiscal year 1955 will be $6,509,000. 

Many of the items contained herein are recurring in nature and funds are 
requested on the basis of past years’ experience. Funds are also required for 
projects that can be specifically identified on the basis of process improvements, 
technological advances, and experience gained from startup operations. The 
balance of the estimate is to cover the many items that cannot be specifically 
identified at this time, although the need for similar items develops during each 
year’s operation. . 
p The estimate for fiscal year 1956 is less than 1 percent of the capital value o! 
all special nuclear materials plants located at the various sites under the (ak 
Ridge, Hanford, and Savannah River operations offices. 

The amount requested for each operations office is as follows: 


Operations office: Amount 
Hanford__- : eae $2, 000, a 
Oak Ridge__- : ‘ oe . 48%, 
Savannah River-- 2, 000, 000 


8, 575, 000 


Mr. Frexps. I previously mentioned the expansion and modifica- 
tion of the ore producing plant at Monticello, Utah. This project 
provides for increasing the capacity and other modifications to that 
plant in the amount of $1,550,000. This is required in order to process 


particular types of ore in that region. 
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The next item is for storage sites for vanadium-bearing tailings in 
the amount of $500,000. 

The national stockpile goal no longer requires the stockpiling of 
vanadium concentrates which are produced along with the uranium. 

We have developed a process to extract uranium without the extrac- 
tion of vanadium which reduces costs, but it is necessary to stockpile 
the tailings which still contain the vanadium. 

Mr. Strauss. They may some day become an important national 
asset. 

Mr. Rasaut. What is the cost going to be for the vanadium? 

Mr. Fretps. The cost is $500,000 for storage sites for vanadium. 

Mr. Rasaut. You buy vanadium itself. Is there a cost to that? 

Mr. Fretps. It is not included in here. I don’t have the figures 
on it. 

Mr. Rasaut. It does not enter into this budget? 

Mr. Freips. It does not. 

Mr. Rapaut. We want to get a little relationship between this 
cost and the other cost, if you have it. 

Mr. Frenps. We have one figure here. If we were to process the 
vanadium it would be worth 98 cents a pound. I don’t know what 
the poundage is. 

Do you, Mr. Johnson? 

Mr. Jounson. The cost of purchase of excess vanadium in the form 
ofa commercial product has been running around 5 to 8 million dollars 
a year. The new plants going into production will not have a 
vanadium recovery process attached. 

The new process has the advantage of lower cost uranium produc- 
tion, and vanadium is left in the tailings in the same amount as was 
contained in the original ore. 

Mr. Ranaut. This expense, in the long run, constitutes a savings? 

Mr. Jounson. Very definitely a& savings, and still conserves the 
vanadium for future use for defense or commercial purposes. 


OFFSITE ACCESS ROADS 


Mr. Rasaur. Tell us about offsite access roads. 

Mr. Fintps. This is a project for improvement, maintenance, and 
construction of roads in the Colorado Plateau and adjacent areas and 
srequired to permit the hauling of ores from the mines to the mills. 

In some instances, roads do not actually exist. In others the ex- 
isting roads will not stand the traffic. We have had to do this in the 
years past. 

Mr. Ranaut. In estimating your cost on roads, do you take into 
consideration what the cost on similar roads would be to the highway 
pepartine ‘nt, the State or Federal Government? 

Mr. Fretps. These are really minimum roads, as I understand it. 


Mr, Ranaut. I wonder how the prices compare as to other mini- 
mum roads? 
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Mr. Jounson. The road program was authorized by Congress under 
an access road program of 1950 and until fiscal year 1955 the funds 
were provided under the Department of Commerce budget for an 
access road program, which covered access roads to all mining projects, 

Beginning with fiscal year 1955 the Department of Commerce felt 
that the Atomic Ener gy should sponsor the appropriation for roads to 
uranium deposits. 

However, the Bureau of Public Roads continues to carry out the 
road construction, letting the contracts, making surveys, and deter. 
mining the type of roads which should be built. 

These roads are in line with the policy and procedures followed by 
the Bureau of Public Roads under the congressional act that estab- 
lished authority for access roads. 

Mr. Rapaut. Do I understand, then, that they supervise the con- 
struction of these roads? 

Mr. Jonnson. That is correct. 

Mr. Rasavut. And you transfer funds to them for their work in that 
matter? 

Mr. Jounsoy. Yes, and we furnish information to the Bureau of 
Public Roads as to the traffic and the potentialities of the various 
areas from an ore production standpoint. 

Mr. Rasavut. Has the program been successful? 

Mr. Jounson. It has, sir. The roads are essential to the program. 

Mr. Rasavt. All right, I notice, you also, improve existing roads 
necessitated by the fact that roadbeds, bridges, and culverts originally 
constructed for normal usage will not support the traffic of the heav ily 
loaded ore trucks. 

I suppose they are all anxious for you to use their roads and get a 
new road? 

Mr. Jounson. No, sir; practically all of the production comes from 
isolated areas with very poor roads. 

There has been a tremendous increase in the traffic of uranium ores. 

Mr. Rasaut. How much money to date have you put in these 
roads? 

Mr. Jounson. Total to date has been approximately $8 million. 

Following the passage of the bill in 1950, I think the first road con- 
struction took place in about 1951. 

Mr. Rapaut. You have here about half as much as you have 
spent—do you have $8 million into it now? 

Mr. Jounson. That is correct, sir. 

Mr. Rasavut. Now, you are going to take a new bite for $4,155,000. 

Mr. Jounson. There is $2% million a year ago, so it is going up. 
The ore production curve has moved straight up since the end of 1953. 

Mr. Rasaut. Why is it that the cost of roads has increased or has 
the cost of the roads greatly increased? I thought that with the new 
equipment they have for building roads, they would be able to build 
roads a little cheaper than they did before. 

(Discussion off the record.) 

Mr. Rasavrt. Let us consider the next item. . 

Mr. Fie.tps. It is general plant projects for the raw materials 
program. 

This is for minor miscellaneous additions and improvements 
their facilities. These are always necessary. Actually we hav 
general plant projects for each program. 
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In any major plant as complex as this, you will have miscellaneous 
construction. 

These generally are for items costing less than $500,000. 

The next item is the “Barrier development plant.’’ By barrier 
improvement at Oak Ridge one can markedly increase the rate of 
production, the efficiency, and decrease the cost. We have had a 
continuing program and there is a requirement to relocate a group 
that does the barrier development work at Oak Ridge. 

It is a very essential program and has paid off. 


METALLEX PILOT FACILITIES 


The next item is for the “Metallex pilot facilities’ at Oak Ridge 
for the development of a more economical process for the production 
of a special material. 

Discussion off the record.) 

\fr. RaBpaut. You are going to use a million dollars for that? 

\fr. Fretps. Yes, sir. 

\lr. Ranaut. Have you started on it yet? 

\fr. Fiztps. No, sir. 

Mr. Rapaut. You have done a lot of study on it® 

Mr. Freips. There has been research work going on in the develop- 
ment of the process. This is a pilot-plant facility to actually try out 
that process. 

Mr. Rapautr. What will the results be if it is successful? 

Mr. Freips. It will provide an economical process for the produc- 
tion of a special material. 

Discussion off the record.) 

\Ir. Rapaut. So it is a trial to see if we can make a saving? 

Mr. Fretps. That is right. The barrier plant addition is a request 
lor addition to existing facilities. This is in effect a plant for the 
fabrication of new type barriers to be used in the gaseous diffusion 
plant. 

(Discussion off the record.) 

Mr. Rasaut. So it is a good engineering process, is it? 

Mr. Freups. Yes, sir. 

The next item is for the expansion of a metal recovery facility at 
ile Oak Ridge National Laboratory in the amount of $370,000. 
[his project provides for the modification of the present facility in 
order to increase the capacity and to permit the processing of other 
materials. 

Mr. Ranaut. To make it more useful? 

Mr. Fiztps. To make it much more useful. 

Mr. Ranaur. All right, we will take your word for it. 

Mr. Frenps. The next item is the conversion of a pilot-plant fu- 
vility to a production facility at Fernald, Ohio. 

We propose to make additions to a pilot plant so that actual pro- 

ction of this material may go forward. 

Project 10 is for modifications to separation and processing facili- 
les at Hanford in the amount of $2,560,000. It is another project 
‘0 inprove processing facilities at Hanford. 

lhe next three items are process improvements which will increase 
‘ieiency in production or increase production, probably both. 
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Mr. Rapaut. There is approximately $20 million in these plants? 

Mr. Fiexps. Yes, sir. 

Mr. Rasaut. They ought to do something. 

Mr. Fretps. That is a lot of money. In each case, however, we 
estimate that the increase in production will pay off the cost of the 
improvement in 2 to 3 years in terms of increased fissionable materials 
production at lower prices. . 

Mr. Rapavt. In about 2 or 3 years? 

Mr. Fietps. Yes, sir. 

Mr. Rapavut. Now item 13. 


SPECIAL NUCLEAR MATERIALS 


Mr. Frevps. Item 13 is the general plant projects for the special 
nuclear materials program. ‘This is a larger item because it covers 
all of the plant improvements at Oak Ridge, Savannah River, and 
Hanford. It is the minor miscellaneous construction that is always 
associated with a production complex of that nature. P 

You will recall that we have invested in these facilities something 
on the order of $5 billion. 

Mr. Rasaut. Now, I notice here, you say obligations in fiscal 1955 
will be $6,509,000. 

Mr. Fievps. That is correct. 

Mr. Fieups. It is increased because of the full operation of 
Savannah River and Portsmouth during this fiscal year. Last fiscal 
year they were not in full operation. 

Mr. Rasavr. That is $15 million for those two? 

Mr. Fieutps. Over the 2 fiscal years; yes, sir. 

As I say, it should be considered in relation to a total investment of 
something like $5 billion in such facilities. 

Mr. Rapavut. Under item 13, would you say that you regard it 
as principally maintenance and repair, or do you regard it as altera- 
tions and improvements? 

Mr. Fiexps. It is alterations and improvements. 

Mr. McCartuy. Repairs and maintenance are charged to the oper- 
ating costs. These are capital improvements. 

Mr. Rapaut. So we are going to make improvements amounting to 
about $15 million. 

How much more improvement are you going to make? What do 
you anticipate for next year? 

Mr. Fiexps. I would expect that it might go along about this same 
level. 

In any industrial complex such as this, there is always deterioration 
that has to be replaced. There are always minor modifications. 
This project covers modifications that will cost less than $500,000. 

If a particular item costs more than that we justify it as a separate 
project. 

Weapons Faciuities ProGRAM 


Mr. Rapavut. Yes. Now, we are going to turn to the weapons 
construction program; is that right? 

Mr. Frevps. Construction for the weapons program, that is page 
175. 
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Mr. Rasaut. That is construction obligations. We will take that 
up and insert in the record pages 175 to 178 of the justifications. 
The justification referred to is as follows:) 


WEAPONS PROGRAM—CONSTRUCTION OBLIGATIONS 
Program statement 


Estimated obligations, fiscal year 1956 _.... $69, 698, 000 
Estimated obligations, fiscal year 1955 48, 657, 000 
{ctual obligations, fiscal year 1954___._______- _ Al, 044, 539 


fhe amount budgeted for weapons construction for fiscal year 1956 will provide 
|) weapons storage capacity required to house new weapons output; (2) labora- 
tory and technical facilities to support weapon research and development and 
production activities; (8) replacement and additions to permanent base facilities 
at the weapons proving grounds; and (4) general plant projects required for the 
weapons program. 


JUSTIFICATION OF PROJECTS FOR WHICH FUNDS ARE REQUESTYD IN FISCAL YEAR 1956 


|. Project No. 56-f-3, new Sigma Laboratory, Los Alamos, N. Mezxz., $4,015,000 

The Sigma Laboratory contains major weapons developmental operations. 
hen project will provide a replacement for the present structure which (a) has 

en rendered unsafe for human occupation by a multiplicity of conventional 

il - nuclear hazards through long and intensive usage; and (b) is no longer adequate 
to meet programmatic requirements. 

This project will consist of constructing a building of approximately 126,000 
syuare feet of floor space, with a volume of approximately 2 million cubic feet. 
This building will be split level; the portion which will house the shops that require 
the use of cranes will be one story and will be adjacent to a high bay area required 
for the cranes. This building will be constructed of steel or concrete frame with 
insulated panel curtain walls. The project is scheduled to start in September 
1955 and to be completed in March 1957. The above estimate excludes $145,000 
for architect-engineer work initiated in fiscal year 1955. 


2. Project No. 56-f-8, addition to technical laboratory shop building, Los Alamos, 
’. Mex., $735,000 

These additions are required to provide permanent shop facilities for essential 
operations now housed in unsafe, temporary, and inadequate structures. 

This project encompasses an addition to the technical shop building, TA—3, of a 
l-story structure with a floor area of approximately 24,000 square feet and a 
volume of about 602,000 cubie feet. The addition will consist of a reinforced 
‘onerete frame with lightweight, non-load-bearing block curtain walls, concrete 
floors and a lightweight concrete roof. This type of construction conforms with 
the construction used in the existing technical shop building. No special shielding 
or air treatment is required; however, the presence of some radioacti\ity will 
require portions of the inte rior finishes to be smooth and easily cleanable, and 
will also re quire separate exhaust systems for certain areas and ¢€ ‘quipment. This 
project is scheduled to start in September 1955 and to be completed in approx- 
imately 12 months. The above estimate excludes $30,000 for architect-engineer 
work initiated in fiscal year 1955. 

. Project No. 56-f-—7, base construction, Nevada test site, $927,000 

In order to provide adequate living quarters for personnel participating in full- 
scale continental test operations, this project contemplates complete replacement 
of the temporary hutment structures, erected during the summer of 1951, at 
Camp Mereury, with 16 permanent dormitories. Each dormitory is designed to 
accommodate 38 persons and this capacity plus that now standing, or approved 
for construction, would support a sustained camp population of 1,500 during test 
erations. Peak populations up to 2,000 could be accommodated for short 
periods by double bunking in some of the dormitories. 


63859—55——62 
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Removal and replacement of the hutment structures has become essential to 
the economical and safe operation of Camp Mercury. Intended as emergency 
one-operation accommodations, the hutments now require expensive maintenance 
and constant surveillance as year-round fire hazards; they are difficult and expen. 
sive to heat and keep cool in the wide range of tempe ratures in the Nevada desert 
and pose difficult morale problems. Construction would begin in July 1955 and 
be completed by June 1956. 


;. Project No. 56-f—4, detonator production plant, location undetermined, $3,750,000 


To provide additional production capacity, as well as furnish process engineer- 
ing and development support, to the detonator program. The main portion of 
this project is a 52,000-square-foot production noncombustible building of indus- 
trial type and necessary equipment. Also included are the required supporting 
facilities. 

5. Project No. 56-f-6, Rocky Flats, Colo., piant and facilities, $1,330,000 

Project provides additional building space required for improvements in produc- 
tion processes and correction of production capability imbalances. Increased 
programed workload now exceeds the current design capacities. 


6. Project No. 56-f-2, expansion of weapons material fabrication picnt and fecility, 
$15,000,000 
This project will provide increased capacity for weapons materials fabrication 
in order to make necessary allowance for production overloads, short-term produwc- 
tion peaks and changes in military requirements. This project provides for 2 
basic buildings: a 180- by 360-foot structure with second floor and pit, or base- 
areas; and a 190- by 298-foot structure with part basement and second floor. 


Project No. 56-f-5, base construction, Pacific Proving Ground, $1,568,000 

This project proposes construction of petroleum, oil, and lubricants (POL 
facilities and improvements, service buildings, warehouses, and shops on Eniwetok 
and Parry Islands in the Pacific Proving Ground in support of full-scale test 
operations, Each subproject is intended to replace or enlarge a present facility 
which has been found to be uneconomical to repair and maintain; to constitute a 
fire or other safety hazard, or to be’ inadequate in size or capacity. All are 
considered to be minimum and necessary requirements for the successful prose- 
cution of future test operations. Construction will begin in July 1955 and be 
completed by March 1956. 


8. Project No. 56—1—3, general plant projects, weapons program, varied locations, 
$4,500,000 

This project is a consolidation of all general plant projects required in operation 
of the many facilities under the weapons program (laboratories, production 
installations, test sites, storage sites and all minor facilities). In fiscal year 1954, 
$5,310,000 was obligated for such projects, and $5,207,000 is programed in fiscal 
year 1955. 

Changes in program requirements and research developments result in the need 
for alterations to existing facilities or new construction. Physical changes in 
facilities generated by such requirements are: 

(a) Installation, removal or modification of production and _researcli 
equipment. 

(b) Revisions in production and research lines or processes. 

(c) New minor research or production facilities required in the weapons 
program. 

This project also includes minor modifications of roads, utilities, process line 
changes and other miscellaneous work which, based on past experience, is required 
for changing operations and to maintain the facilities at necessary levels of operat- 
ing efficiency. 

9. Project No. 56-a-1, production or development plants or facilities, loca.ion 
undetermined, $20,000,000 

This project provides for those additional developmental, production and asse!- 
bly facilities necessary to continued progress in the development of improved 
atomic weapons. 
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1), Project No. 56-f-1, art construction project, fiscal year 1956 increment, varied 
locations, $17,873,000 
To make available necessary additional weapon storage capacity. 


\(r. Fretps. In the weapons program we are asking for $69,698,000 
in fiscal year 1956. 

The first item is for a new laboratory at Los Alamos. 

Discussion off the record.) 

Mr. Rasaut. Will this $4,015,000 complete all the major expansion 
at Los Alamos that is foreseeable? 

Mr. Fretps. It will complete all of the major facilities that were 
part of the plan for the new laboratory; ves, sir. 

There may be something come along later; however, this completes 
ihe original plan. No major facilities would be required in the future, 
unless additional types of development work were to be undertaken 
there. 

Mr. Strauss. I would like to call your attention to the next item. 

Mr. Fretps. Oh, yes, there are some other items. There is an 
addition to the technical laboratory shop costing $735,000. ‘They 
are operating these shops in temporary buildings in an area which has 
inadequate facilities. 

Mr. Ranaut. How long have you been working in these other build- 
Ings? 

Mr. Fretps. They have been there since 1943, I believe, sir. 

Mr. Ranaur. Have you outgrown them, or do you just think this 
activity should have the same scope as everything else? 

Mr. Frrips. They have really outgrown ‘them, and they are very 
temporary facilities. There are four or five little shops including a 
small pattern shop and a foundry. 

Mr. Rasaur. If those little shops were continued to be used it 
would save us $735,000. You think you have to have it? 

\Ir. Fratps. We think we have to have it. 


NEVADA TEST SITE 


The next item is for the construction of quarters at the Nevada site. 
lt is for the construction of 16 permanent dormitories at that location. 

We have been operating with peak population of as much as 2,000 
during test series. They have been living in hutments which were 
built on a very temporary basis about 5 years ago. The cost of main- 
taining them is very high. 

Mr. Rapavr. Is this construction in line with the cost of construc- 
tion by the Army 

Mr. Frevps. T belies ve it is for similar work in that area. 

Mr. Rasaur. How is it on a footage basis? 

Mr. Firiups. We can supply that for the record. 

Mr. Rasaur. Supply that for the record and we want you to let 
the clerk know if this is comparable in cost to what the Army is paying 
in the same area 

Mr. Frezps. Yes, sir. 

The following information was subsequently supplied :) 


lhe cost for dormitory construction at the Nevada test site is estimated at 
1 9 
‘11.30 per square foot. This is based on past experience for barrack construc- 
‘ion done under competitive bidding. There is no comparable construction by 


\rmy in this area. 
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Mr. Freups. This will again be by lump-sum contracts after adyer- 
tising and competitive bidding. 

Mr. Rasavut. What is in this construction? 

Mr. Frexps. The item for Nevada? 

Mr. Rasauvt. Yes. 

Mr. Frextps. It is nothing but dormitories. 


DETONATOR PRODUCTION PLANT 


The next item is for a detonator production plant, location present) 
undetermined, but we are almost to the point of settling it, in th 
amount of $: 3.750,000. 

This is a very critical item required in the weapons themselves 
We do need to expand this production because of the expansion in the 
production of weapons. 

Mr. Ranaut. You say you almost have it settled? 

Mr. Frevps. Yes. 

Mr. Rasavut. Does that mean you want us to give you money for 
something when you do not know what you intend doing with it? 

Mr. Frexps. The manager of the Santa Fe operations has recom- 
mended a site. It is before me right now for a decision as to the 
location. Studies have been made and we are going ahead with it. 

Mr. Rapaut. Have you made the decision? 

Mr. Freips. I have not made the decision as yet; no, sir. 

Mr. Srrauss. It will probably be made before this legislation 
reaches the floor. 

Mr. Rasaut. This has not been to the Senate? 

Mr. Frexps. Yes, sir; for authorization. 

Mr. Rasaur. Well, if you have not made the decision we would 
not like to give you the money. 

Mr. Frieips. We have made the decision to build it. 

Mr. Rasaut. That is like this bridge down here. They want a 
bridge but they do not know where they want it. 

Mr. Fietps. I think I can tell you that in the morning the decision 
will be made. I have it in my hand so that it can be made. 

Mr. Rasavur. You call us up and tell the committee. 

Mr. Frevps. All right. 

(The information was furnished to the Committee.) 


ROCKY FLATS, COLO. 


Mr. Rasavur. What is next? Rocky Flats, Colo., plant facility. 
What is this $1,330,000 for? 

Mr. Fretps. This is for improvement in the production process 
and to correct certain imbalances in the process at that plant. 

(Discussion off the record.) 

Mr. Rasavur. Now, the relationship between these figures and the 
facilities to be improved is a very low percentage of the original cost; 
is it not? 

Mr. Fietps. That is correct in most instances; yes, sir. 

Mr. Razpavut. As we go along in such instances where that is not 
the case, I want you to call it to our attention. 
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We can understand that starting this manufacturing project from 
scratch as we did, we naturally had to expect that as we learned lessons 
from operating it we would see opportunities for improvement. 

Of course, while these figures in the normal world are large figures, 
in relationship to this project they are very low percentagewise. 

Mr. Freups. For most of these projects; yes, sir. 

Mr. Ranaut. The justifications show what is expected to be done 
i the improvement of the facility. 

Mr. Freups. That is correct. 

Mr. Rasaut. Let us take the next item of $15 million. 

Mr. Fraips. The next item of $15 million is for the expansion of 
weapons material fabrication facilities. 

Discussion off the record.) 


PACIFIC PROVING GROUND 


Mr. Rasaut. We will now take the item for base construction, 
Pacific Proving Ground, $1,568,000. 

Mr. Freips. At the Pacific Proving Ground we have buildings, 
facilities, warehouses and shops on two islands, on Eniwetok and 
Perry Islands. 

We have a definite continued need for that proving ground. We 
need particularly to expand the petroleum and oil and lubricant 
facilities and to rebuild certain warehouses and buildings that are 
quonset-type facilities which have rusted through and have long 
passed their useful life. 

Mr. Ranaut. Would you elabarate on how your cost-plus-fixed-fee 
contracts are let for the work done on these islands? 

Mr. Fretps. We have a contract with the Holmes & Narver Corp. 
for all of the operations, maintenance, and construction work at the 
proving ground. It is a negotiated contract. They have been the 
contractor, I believe, since the very start of the proving-ground opera- 
lion. 

Mr. Rasaut. You have no other bidders? 

Mr. Fretps. They do all of our work there. It is not a bid job in 
thiscase. It is a cost-type operation with a fixed fee that is negotiated 
in advance, 

Mr. Ranaut. What relationship is the cost there to the cost at 
home? 

Mr. Fretps. It costs something in the neighborhood of 2 to 3 times 
is much to build things there. 

Mr. Rasaut. Something like Alaska? 

Mr. Frexps. I don’t believe it is as bad as Alaska. When you add 
‘reight and costs of that nature, naturally it is higher. But we esti- 
inate it costs something like, as I remember, three times as much. 

Mr. Ranaut. I want you to keep your eye on it. We have had 
construction programs overseas where we have had ourselves in trouble 
a couple of times. 

Mr. Frerps. The next item is general plant projects for the weapons 
program in the amount of $4,500,000. ‘This is again an item for the 
ilnor construction and alterations necessary at the very many plants 
volved in the weapons program. 

Discussion off the record.) 
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Mr. Rasavur. Will you tell us about this item for production or 
development plants or facilities, location undetermined. What is the 
undetermined factor? 

Mr. Fretps. May I go back a vear or two? 

In the weapons program the production of the hardware and the 
fabrication of the nuclear parts has been constantly changing because 
of the rapid pace of development work. Designs change from year to 
year. 

In each of the last 2 years we have had in the weapons budget what 
is clearly a contingency item. Last year, as I recall, it was in the 
amount of $5 million. 

It was to provide for unanticipated changes coming out of develop- 
ment. 

(Discussion off the record.) 


WEAPON STORAGE SITES 


Mr. Freips. The next item in the amount of $17,873,000 is for the 
request for additional storage sites. 

Mr. Ranaut. This is a reduction; is it not? 

Mr. Fietps. It is less, I believe, than we requested last year 

(Discussion off the record.) 

Mr. Ranaut. Now, I want to ask you a question about these 
storage buildings. What kind of arrangement do you have on them? 
Is this a bid deal? 

Mr. Fireips. Yes, sir; those are bid deals except in some instances 
where it is very classified construction. I don’t have the figure, bu 
I can supply it. A very large percentage of this is open bid. 

(The information is as follows:) 

In a typical construction project, approximately 80 percent of the 
covered by bid procedures. 

Mr. Rasavr. When you have this classified construction do you 
feel there is any abuse on the part of contractors? They know they 
are in a classified field. Does this result in your paying them mor 
money than you should? 

Mr. Freips. No, sir; I don’t believe so. 

Mr. Rasautr. You : el quite certain about that? 

Mr. Freips. Yes, si 


CONTRACT FEES 


Mr. Jensen. Mr. Chairman, | think we should know how mut! 
these fixed fees are in negotiated contracts; that is, in cost-plus-fixed- 
fee contracts. We had that during World War IJ, some of it during 
World War I, and it was abused unmercifully. 

Of course, they renegotiated the contracts. Some of them were 

Mr. Srrauss. In World War I vou had a percentage-of-cost fee. 

Mr. JensEN. Of course, it is our responsibility to try to find out and 
to try to keep in line those things that must be paid by the t taxpayer 

Can you tell us what the fee is and what the contractor gets in th 
cost-plus-fixed-fee contract on the two projects that you mentioned #! 
Eniwetok Proving Ground and at Parry Island? 

Mr. Frexps. Yes, sir, As I recall, but I would like to confirm th 
specific figures, the amount is something like 2 percent, which on ti 
basis of estimated cost is an actual fee negotiated for the coming yea! 
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It is a fixed fee, though, before you get into that year. 

‘Notrre.—The fee in fiscal year 19: 54 under the Holmes & Narvet 
contract was 2.7 percent.) 

Mr. JENSEN. It is a negotiated fee? 

Mr. Frevps. Yes, sir; and fixed. It is a cost-plus-fixed-fee contract. 

Mr. JensEN. How does it work? 

Mr. Puintuips. You are saying that there is no formula, that for 
each individual case you negotiate the fee just as you do the price, but 
Mr. Jensen asks: Do you follow some sort of rule in your own mind 
when you start the negotiation? 

Mr. Freups. We actually have developed, especially for construc- 
tion contracts, fee curves which are not published, but are for our own 
internal use to determine what a reasonable fee would be for a given 
level of work. Our experience invariably has been that we have been 
able to negotiate a fee below that but not very substantially. We 
allow negotiations up to the curve by our own supervisors who do the 
negotiation, but it is generally negotiated below that. 

This is a fee which varies with the volume of work. 

Mr. Jensen. Of course, 2 percent looks like a reasonable amount 
for a fee, but on these contracts that run up into the millions, or 
hundreds of millions of dollars, a 2 percent fee would be high. 

Mr. Cook. Sir, the fee varies with the cost of the job. 

Mr. Rasaut. Why do you not give us an example of a small job 
fee, and a large job fee? 

Mr. Coox. On a million-dollar construction job the fee runs about 
4 percent. 

On a hundred million dollar job, the fee is less than 1 percent. So 
that the fee varies with the scope, complexity and the cost of the job. 

Mr. Rasaut. Now, on this $20 million we were talking about here, 
did I understand you to say that you felt pretty certain about $15 
million of it? 

Mr. Fretps. Yes, sir. 

Mr. Rasaut. Does that mean you do not need the other $5 million? 

Mr. Fretps. We need the other $5 million. That started out at 
5 and the $15 million came along to be added to it. 

Mr. Raspaut. You had the original five before? 

Mr. Firtps. We had the original five in our mind before. 

Mr. RaBaut. Give us the next item. 

Mr. Fretps. Page 185, which is the reactor program. 


Reactor FAcILiries 


. Rapaut. Now we will take up construction obligations under 
Pn reactor development program. Pages 185 to 193 of the justifica- 
tions will be placed in the record. 


The justifications referred to follow :) 
t and 
vers REACTOR DEVELOPMENT PROGRAM CONSTRUCTION OBLIGATIONS 


Program statement 


Estimated obligations fiscal year 1956 $118, 362, 000 
Estimated obligations fiscal year 1955_-- a 53, 024, 000 
Actual obligations fiscal year 1954- 31, 090, 519 
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The reactor development construction program for fiscal year 1956 includes 
developmental and prototype reactors under both civilian power and military 
reactor programs. Funds for these reactors constitute $64,990,000 of the estimate. 
An additional $51,010,000 is for supporting developmental and test facilities 
necessary for the new and continuing programs. The balance of $2,362,000 js 
for general plant improvements and the construction of a reactor training school 
at the Argonne National Laboratory. 


JUSTIFICATION OF PROJECTS FOR WHICH FUNDS ARE REQUESTED IN FISCAL YEAR 19% 


1. Project 56—b-2, fast power breeder pilot facility (EBR-IT), $14,850,000 

This project provides for construction of an experimental fast reactor designed 
to provide operational and technical data and to demonstrate the technica] 
feasibility of this reactor concept as the heat source for a commercial central] 
station powerplant. This plant represents a scale-up in power by a factor of 45 
from the original EBR experience, i. e., from 1,400 to 62,500 kilowatts of heat 
(from 170 to 15,000 kilowatts of electrical energy). Components and technology 
developed as the result of this project will be directly applicable to full scale 
plants. Fuel reprocessing and fuel elements fabrication plants of new designs 
will be included as integrated parts of EBR-II. 
2. Project 56-b-3, surface ship reactor facility, $6,000,000 

This project is to produce a nuclear powerplant suitable to drive one shaft of 
a large naval vessel. A complete prototype propulsion plant will be built on 
land and housed in a test building. The total estimate of $25 million is in the 
order of magnitude and is subject to change as engineering-design information 
becomes available. It is a preliminary office estimate based primarily on cost 
data obtained from construction of the submarine thermal reactors, Mark I and II. 
Construction of the prototype and its test facilities is planned in two phases: 


Phase I.—Engineering and design of facilities and site development 
and construction of test facilities _ $6, 000, 000 
Phase II.—Engineering, design, and construction of prototype plant_ 19, 000, 000 


The fiscal year 1956 estimate of $6,000,000 is estimated to cover Phase I. The 
balance of funds required for the project will be requested in a subsequent 
budget. 


8. Project 56-b-6, aircraft nuclear propulsion program plant and test area, Arco, 
Idaho, $500,000 


This project provides for the construction, at the National Reactor Testing 
Station, Idaho, of facilities for the ground testing of a prototype aircraft nuclear 
propulsion system. Total estimated cost of the project is $13 million. Funds 
requirel in fiscal year 1956 are for design criteria and definitive design and 
specifications. The balance of the funds for this project will be included in a 
future budget. 


4. Project 56-g-2: Reactor training school, Argonne National Laboratory, $712,000 


The Reactor Training School at Argonne National Laboratory would be one of 
the steps taken to implement the President’s stated policy of providing technical 
information to aid other countries in building up their capacity to use nuclear 
reactors. A building is required to accommodate the full training program for 
about 120 foreign and domestic students. The facilities needed include class- 
rooms, laboratories, study space, and such additional equipment and space as t0 
permit students to acquire a practical knowledge of reactor technology. It is 
estimated that approximately 37,200 square feet of gross area will be required 
Such facilities and space are not presently available. 

The fiseal year 1956 estimate excludes $38,000 for architect-engineer work 
initiated in fiscal year 1955. 


5. Project 56-g-3: Chemistry cave for radioactive materials, Argonne National 
Laboratory, $448,000 
This project provides for the construction of a heavily shielded area approx! 
mately 26 feet long, 8 feet wide, and 12 feet high in the present Chemical Enginect- 
ing Building at Argonne National Laboratory for the handling of radioactively 
hot materials. This area (known as a cave) will contain 3 cells, 2 of which will 
be constructed for work at a high level of radiation. All three cells will be con 
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structed to protect personnel against a!pha radiation from plutonium in addition 
to beta and gamma radiation from fission products. 

The cave will be used for separations process research programs and for anlayses 
of highly radioactive materials. It is required to meet the schedule established 
for the fast power breeder pilot facility (EBR-II) since work involving high level 
radiation from plutonium cannot now be conducted at Argonne because existing 
facilities do not have sufficient alpha radiation barriers. 

The estimate excludes $67,000 for architect-engineer work initiated in fiscal 
vear 1954. 


6. Project 56-g-4: Reactor Engineering Building addition, Argonne National 


Laboratory, $295,000 

This project provides for construction of a two-story masonry addition to the 
Reactor Engineering Building at Argonne National Laboratory. The addition 
will have a gross floor area of 14,540 square feet and a volume of about 190,000 
¢ ibie feet. 

Increased effort in the civilian reactor power program and the physics program 
on accellerator development at ANL have necessitated the establishment of a 
Reactor Research Section. A part of this new section and the Reactor Physics 
Section are presently inadequately housed in a temporary building. A thorough 
survey of all buildings indicates that the proposed addition is the least expensive 
method of correcting the present condition and that no other suitable space is 
available. 

This addition will provide space for technical meeting room and seminars and 
a classified technical records room in a limited security area, in addition to space 
for 42 technical staff members, 

?, Project 4-423-5003: Plutonium fabrication facility, $1,500,000 

The Commission’s budget for fiscal year 1955 included an estimate of $1,500,000 
for the construction of the plutonium fabrication facility at Argonne National 
Laboratory for the development and fabrication of plutonium fuel elements for 
power reactors. The initial estimate was an order of magnitude amount, subject 
to revision as engineering details became available. In view of the urgent need 
for the facility in connection with the breeder reactor development program, a 
rough preliminary estimate was made in order that the item might be included 
in the fiseal year 1955 budget. No comparable facility had been constructed on 
which estimates could be based, particularly for inside utilities, hoods, and remote 
control airtight equipment required for planned work with plutonium. 

In April 1955, bids were opened for the construction of the building and the low 
lump-sum bid was $822,000, which was approximately $400,000 higher than the 
original preliminary estimate. Structural changes accounted for $90,000 and the 
balance was due to changes in heating and airflow control systems in order to 
prevent air contamination. The same safety requirements resulted in an equip- 
ment cost increase of nearly $1 million. The original equipment estimate of 
>682,000 contemplated procurement of standard equipment with a standard 
installation cost, whereas in order to meet all the safety requirements it became 
necessary to actually design and have built to order most of the major items in 
order that they may be completely loaded and operated by remote control. The 
fiscal year 1956 estimate of $1,500,000 is to provide the additional amount neces- 
sary for the project. 


8. Project 56-b-8: Modifications and expansions to ANP ground test plant, Idaho, 
$1,000,000 

_This project will consist of modifications and expansions to presently existing 
aircraft nuclear propulsion ground testing facilities, such as storage, shops, mainte- 
nance, administrative and technical space, together with the necessary utilities 
and site development work. The estimate is based upon cost experience of pro- 
viding similar type facilities at Idaho. These modifications and expansions are 
required to make facility adjustments, at the remote testing site in consonance 
With the accelerated ANP program. 


J. Project 56-b-10: Reactor core, test facility, Arco, Idaho, $600,000 

A permanent facility for testing of reactor cores under unstable conditions is 
required to continue exploratory experiments conducted at the national reactor 
testing station by the Argonne National Laboratory. Since such tests may lead 
‘o violent destruction of the reactor core and release of fission products, an iso- 
lated site is required with remote operating facilities. A site appropriate for 
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such tests will be selected, in an isolated location within the national reactor 
testing station. This site should be some 2 miles from any permanent fac *ility 
and so located that fission products will be carried into uninhabited area by the 
prevailing winds. At a distance of a few hundred feet from a central building. 
test pits will be constructed for the actual testing. A removable sheet metal 
structure will house the actual experiment to permit use of the facility during 
the winter. Minimum services would include a dirt access road, electricity, water 
and a protected cable connection with the remote control station. 

10. Project 56-g-1: Engineering test reactor facility, $14,350,000 

This project provides for the construction of a testing reactor and related 
facilities for irradiation tests on large test units and reactor components at hig! 
flux. The cost estimate is based on locating the reactor adjacent to the materials 
testing reactor in Idaho, where maximum utilization can be made of existing 
facilities. 

This project is required to provide the minimum necessary facilities for the 
extension of the AEC-sponsored irradiation program. A reactor of this type is 
required in AEC programs relating to reactor projects for the Air Force, Navy, 
Army, and for civilian nuclear power development. , 

The fiscal vear 1956 estimate excludes $650,000 for architect-engineer work 
initiated in fiscal year 1955. 

11. Project 56-b-4, Submarine advanced reactor facility, $23,140,000 

This project consists of a land prototype reactor powerplant, and the related 
facilities required to prove design assumptions and operating characteristics that 
would assure operational success of installation in a submarine. The Submarine 
Advanced Reactor represents a substantial advance in reactor design and tech 
nology over previous naval reactor designs. This plant will consist of a section 
of a submarine hull containing one reactor with primary coolant system including 
related control and auxiliary systems and steam producing equipment. 

The fiscal year 1956 estimate excludes $360,000 for architect-engineer work 01 
the site, building and utilities and a portion of the construction design of the proto- 
type hull planned to be initiated in fiscal year 1955! 


12. Project 56-b-5, Submarine advanced reactor development facilities, Schenec- 
tady, N. Y., $3,100,000 

These funds are required to adapt the present Knolls Atomic Power Laboratory 
plant facilities and to provide the necessary equipment to perform development, 
fabrication, assembly and test of the Submarine Advanced Reactor equipment 
and components. This consists of equipment for the development and fabrica- 
tion of fuel, a critical assembly for testing the SAR reactor geometry, modificatio1 
of buildings and equipment for assembly of the reactor and components, modifi- 
cations of building and ree eer to carry out the test program on components 
and to provide equipment related to other development and test programs. a 
estimate provides $500,000 for alterations and construction and $2,600,000 f 
equipment. 


13. Project 56—b-?, Aircraft reactor test plant, $1,437,000 

This project provides for an extension to the existing aircraft reactor expe reanee 
building at Oak Ridge National Laboratory to provide suitable facilities to house 
an aircraft reactor experiment. The facilities will consist of a reactor-type 
building containing a gas-tight explosion-resistant reactor pit, in accordance with 
reactor safeguard considerations, together with the necessary auxiliary servic 
facilities and utilities. 

The fiscal vear 1956 estimate excludes $63,000 for architect-engineer work 
initiated in fiseal year 1955. 


14. Project 56-g-5, High level chemical development facility, Oak Ridge National 
Laboratory, $280,000 

This facilitv will consist of a concrete cell block having 4-foot walls and con- 
taining 4 high level cells with viewing windows, manipulators, and the necessary 
service equipment. The cells will provide facilities for studying and testing 0! 
individual chemical processing steps such as an ion exchange, drying, precipitation, 
and liquid and solid extractions, all at high radiation levels. 

The recent acceleration of the aircraft nuclear propulsion and homogeneols 
reactor programs makes it necessary that high radiation-level chemical processing 
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rest facilities be available by early 1956 if the full-activity-level tests are to be 
completed in time. This work is extremely difficult and hazardous due to the 
inusually high level of radioactivity and emphasis on shorter cooling period 
before processing. The only high level cells presently in existence at Oak Ridge 
National Laboratory and adapted to this work are the analytical development 
cells, which are fully committed to other work. 

The fiscal year 1956 estimate excludes $20,000 for architect-engineer work 
nitiated in fiseal year 1955. 

Project 56-b-1, Power reactor development acceleration project, $25,000,000 

{n important national objective is the early attainment of competitive nuclear 
nower. To this end, the AEC is accelerating the development of nuclear reactors 
in its own laboratories and by cooperation with private enterprise. 

We anticipate that this acceleration of nuclear power development will require 
the availability of capital funds for the following purposes: 

1. The construction by the Commission of prototype, experimental or 
demonstration reactors of a type which industry is not prepared to construct 
with private funds. 

2. The addition to or alteration of Government installations to carry out 
special research and development or other services required by both the AEC 
and private power reactor program and to provide facilities necessary for 
experiments, tests, chemical processing and other technological activities 
arising out of advanced reactor design or the development of advanced 
components of reactor systems. 

3. Joint projects with industry where the AEC might build and own a 
portion of the plant in the interests of furthering development at reduced 
Government costs. 

It is estimated that $25 million will be required to be used for these civilian 
applications of power reactors. All plant and equipment acquired therefrom will 
be the property of the Commission. The theoretical and practical knowledge 

is Obtained by the Commission will be available for general dissemination, 
subject only to the appropriate security restrictions. 


16. Project 56-b-9, Special reactor facilities construction program, $2,000,000 


Project 56-b-11, Merchant ship reactor, $21,000,000 

This project provides for the construction of a reactor and powerplant to be 
installed in a merehant ship. The reactor will be an improved version of the 
STR type plant similar to that now installed in the Nautilus. 

This reactor plant is required to power a merchant ship which will be used to 
lemonstrate to all nations of the world the achievements of the United States in 
he employment of atoms for peace. It will be a visual demonstration of the 
ffort and progress made by the United States to harness the atom for peaceful 
ipplications. This will be a cooperative project between the Maritime Adminis- 
tration, which will be responsible for the construction of the ship hull and its 
conventional gear, and the Atomie Energy Commission, which will be responsible 
lor the construction of the reactor and its associated components, propulsion ma- 
‘hinery, and its installation in the ship. 

The estimate for this reactor is based on cost experience of the STR type 
reactors and is made without benefit of preliminary engineering or design of the 
project. 


18. Project 56-g-6, Research reactor, Philippine Government, $500,000 

This project consists of the design, fabrication, and installation of the small 
research reactor. The reactor will be housed in facilities located in the Philippine 
Islands. The cost of the reactor and its installation is to be borne by the Atomic 
Energy Commission. The buildings and supporting facilities are to be provided 
bv the Philippine Government. The estimate of $500,000 is based on the assump- 
tio’ that the AEC will provide a 100-kilowatt swimming pool type reactor, all 
hecessary fuel, polonium source, controls, instrumentation, water demineralizer, 
driy ing motors, and control console. Nuclear fuels will be leased to the Philippine 
Government at no cost, except for transportation, and will be reprocessed in the 
United States. 

This reactor is being furnished to the Philippine Government as a part of the 
prograin to promote world peace through the development and use of atomic 
‘nergy under cooperative agreements with other nations as authorized by the 
\tomie Energy Act of 1954. 
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19. Project 56-1—4, General plant projects, $1,650,000 

This project is for alterations, improvements, and additions or minor new eop- 
struction for facilities under the reactor development program. This estimate js 
based on experience in prior years, age and condition of the facilities, other work 
planned for the facility, and any special needs which are apparent. The estimar, 
is for work at 15 major facilities representing a Government cost, as of Decem- 
ber 31, 1953, of approximately $163 million, 


, 


INCREASE IN PROGRAM 


Mr. Rapaut. Now, we notice here that the obligation in fiscal 
year 1954 was $31,090,519. In 1955 it went up to $53,024,000, and 
the estimate for 1956 is $118,362,000. We are certainly climbing. 

Mr. Freups. Yes, sir. 

Mr. Raxsavt. Tell us about the necessity for the climb. 

Mr. Fretps. That, Mr. Chairman, represents the fact that the 
reactor development program which in 1954 was still in the theoretical 
and initial experimental phase, has in intervening years become a 
reality. We are not in the business of actually building plants for 
the production of commercial electric power. 

It also, as you will see from the items in the justification, involves 
a number of ‘ancillary facilities which are necessary for the develop- 
ment of reactors. 

This is one of those parts of the Commission’s activities which 
have a bearing on the development of the economy of the country, 
and the peaceful uses of the atom. It is reasonable to suppose that 
this item of $118 million will be substantially larger in succeeding 
years. 

Mr. Rasavt. This is like the good use you can put fire to. 

Mr. Freups. That is right, sir. It is true, however, that while in 
1954 and 1955, there was an insignificant participation by private 
capital, in the last 12 months we have witnessed a complete change. 

A great deal of the program for the erection of power reactors will 
be financed by private capital, but the development of such reactors 
will still be conducted, as far as we can see ahead, by the Commission 


AVAILABILITY OF REACTORS TO FOREIGN GOVERNMENTS 


Mr. Ranaut. I received a letter the other day from a constituent. 
He was very much exercised over the fact that there is a suggestion by 
the President that some of these reactors, I guess it is these reactors, 
are going to be made available to other nations. 

Mr. Freips. There is a program which has been approved by the 
Joint Committee on Atomic Energy as individual—it has not come 
before them as a committee—to share the cost of the erection of re- 
actors, for research purposes only in certain friendly countries which 
have negotiated bilateral agreements with our Government pursuatt 
to the regulations laid down in the Atomic Energy Act of 1954. 

There are likewise bilateral agreements, entered into, which are 
before the Congress for the 30- day period required by the statute 
which will make possible the erection of a power reactor in Be lium. 

There is a long-standing commitment by the American Governmen! 
to the Belgian Government, dating, I believe, from 1944. It is an 
agreement entered into between the then Belgian Government ant 
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President Roosevelt, committing our Government to assist the 
Belgian Government in the erection of a power reactor as soon as it 
became commercially feasible. 

The Belgian Government, as you know, has cooperated with our 
Government in a very material way in the provision of uranium. 
Therefore, there is not only a legal commitment, but also a moral one 
on our part and we aim to fulfill it. 

Mr. Rasaut. I am glad to have the information. 


FAST POWER BREEDER PILOT FACILITY 


Mr. Freups. In the reactor program budget, the first item is $14,- 
850,000 for the construction of a fast power breeder pilot facilty. 
This is one of the types of reactors which is very promising, particu- 
larly since it is a potemtial breeder pile. That is, it will make fission- 
able material while it is burning it up as well as producing power. 
Development has advanced to the stage where we now should build a 
pilot facility of this type. 

Mr. Rasaut. Is this the money for that? 

Mr. Frextps. Yes, sir. 

Mr. Rasaut. How long do you anticipate it will be before you 
will require funds for EBR No. 3? 

Mr. Fretps. I would say there is a possibility we may never request 
funds for it. 

Mr. Roppis. I think the chances are good that we may never, sir, 
because 1 of the 4 cooperative power demonstration reactor proposals 
is for a large full-scale breeder type reactor. It would, however, be 
done on a longer time scale and at a later time than is contemplated 
for the pilot plant. 

Mr. Strauss. That is a project for which private industry is going 
to supply the money. 

Mr. Roppis. Practically the entire amount. 


SURFACE SHIP REACTOR FACILITY 


Mr. Rasaut. The next item is $6 million for the surface ship 
reactor facility. Will you discuss that? 

_ Mr. Fretps. That is a project, the total estimated cost of which 
is $25 million. We are requesting an appropriation this year of 
$6 million for a large surface ship reactor. 

It is actually a reactor to be developed for the propulsion plant of 
alarge naval vessel such as an aircraft carrier. 

Mr. Rasaut. Does the Commission itself favor this, or is it com- 
plving with outside direction? 

Mr. Fretps. I believe that the Commission favors this as part of 
the ship propulsion development program. It is a program which 
las been agreed to between the Department of Defense and the 
Commission, 

Mr. Srrauss. Historically the Commission has favored it. The 
Commission took affirmative action in this regard in the spring of 
1953, or perhaps earlier. 

Mr. Ranaut. You have a submarine now. In fact, there are two 
ofthem. There is a new one to be launched. 

Mr. Fretps. That is correct, sir. 
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Mr. Rapavut. Will this be a great deal different? 

Mr. Freups. Yes, sir. We are budgeting here for a part of 
propulsion unit needed for a large naval vessel. This is a very much 
higher horsepower unit than the one for the submarine. 

“Mr. Rasaut. What is the item of engineering and design of facilities 
and site development and construction of test facilities for $6 million? 

Mr. Freips. That is for the surface ship reactor. 

Mr. Razwavr. Then there is another item for engineering design, 
and construction of a prototype plant, of $19 million. 

Mr. Fire.tps. The appropriation this year is for the design an( 
construction of the test facilities and site for the prototype reactor, 
We are also indicating that the total authorization was $25 million. 

We are requesting an appropriation of $6 million for this fiscal 
year which is for the site development and construction of test 
facilities. 

The $19 million will be requested in later fiscal years. 

This just outlines the total project. 


AIRCRAFT NUCLEAR PROPULSION PROGRAM PLANT AT ARCO 


Mr. Rasavur. Will you tell us about project 56—B-6. 

Mr. Frexps. That is the aircraft nuclear propulsion program plant 
and test area at Arco. 

It is a request for funds to start the test area. The total cost is 
$13 million, of which we are requesting $500,000 in this fiscal year 

Mr. Rapsaut. What are you going to do there? 

Mr. Frevps. It is a test area for ground testing of prototype aircraft 
nuclear propulsion systems. It is a part of that program. 

We have to ground test the systems before we can flight-test them. 

Mr. Rasaut. Is this place partially developed, or are you going to 
have to develop the whole place? 

Mr. Freips. We have, at Arco, Idaho, a proving ground, but we 
have not constructed this particular test area. There are other 
facilities at that location. 

Mr. Rasaur. Is there nothing you can pick up from the Gover- 
ment for this project? 

Mr. Srravuss. Arco was an old Navy site, originally. We took it 
over a number of years ago and have built a number of our exper 
mental reactors there. This being a reactor, Arco is the logical place 
for it. 

Mr. Rasavt. That is the thought I had. 


REACTOR TRAINING SCHOOL AT ARGONNE 


Mr. Fieips. The next item is for the reactor training school at th 
Argonne National Laboratory in the amount of $712 000. It is for 
the construction of buildings and facilities for a laboratory to be used 
for training foreign students as well as American students. 

Mr. Rapavt. Is it true you only expect to run this school 3 years: 

Mr. Fre._ps. We do not expect to run the school after the time when 
training can be given in universities and other private institutions 01 
an unclassified basis. There is a likelihood, I believe, beyond that 
time that with the developing technology, we will require speci! 
facilities available in our laboratories, which cannot be provided at 
private institutions. 
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Mr. Rasavut. Why not place them at the institution and save the 
$712,000? 

Mr. Frevps. I don’t believe we could do that in view of the urgency 
to train reactor engineers. 

Mr. Lipsy. The difficulty, Mr. Rabaut, is that in this new art the 
engineering schools have not prepared themselves for the teaching job. 

Mr. Rasaut. Do you not think some of this $712,000 might alert 
them to it? 

Mr. Linsy. Yes, we are conducting a vigorous program by letters, 
by interview, and by talking. We are trying to get the engineering 
schools to take up this load. The dean of the Unive rsity of Washing- 
ton was in to see me this morning about this very matter. 

Mr. Rasaut. Is this the most economical manner in which to 
approach this subject now? 

\ir. Srrauss. We believe so. Dr. Libby has been particularl 
active in this field. He has conducted a one-man campaign with 
vreat vigor, trying to alert the academic profession to the opportuni- 
ties and the responsibilities in this area. Training in the atomic 
field is no less important than the provision of our weapon stockpile. 

Mr. Lispy. Our principal critical item, Mr. Chairman, in the 
development of atomic power is manpower, 

The training of graduate engineers and scientists in the new art 
and science is a quick way of getting an increase in manpower. 

We must, of course, at the same time, get the regular engineering 
schools to include atomic energy in their basic training. They are 
gradually doing this. 

Eventually the schools will take up the load. At the moment we 
hope this school and the Oak Ridge school, two of them, will give us a 
quick supply of people who are trained. | This plus our program of 
on-the-job training will do it. 

Now, it is difficult to say how many years it will take for the 
engineering schools to take over the whole load. They are showing 
great interest and I think that it won’t be too many years, but whether 
it can be done in 3 years or not, is difficult to predict. It might be 
as short a time as that, but as the general manager said, I think that 
we will still need certain facilities for instruction, particularly for the 
engineering staff of engineering schools, in the new art. We need 
such facilities so that they can come to a school like this and learn 
and then go back and teach. 

(Discussion off the record.) 

Mr. Ranaut. Let us consider the next item which is the ‘Chemistry 
cave for radioactive materials’ at the Argonne National Laboratory. 

Mr. Fretps. This is an addition to handle the radioactive materials 
processed from the fast breeder pile which, as we discussed, will be 
built during the coming year. 

The reactor engineering building addition at Argonne is to house the 
reactor physies section which has been w orking in temporary buildings. 

The next item is $1,500,000 for the plutonium fabrication fac ‘ility. 
This is the item for which $1,500,000 was appropriated in fiscal year 
1955. We asked for bids and then found that the bids were much 
higher than we had anticipated they would be. 

lt is primarily a process job consisting mostly of very intricate 
equipment for the recovery of highly radiated fissionable material. 
lt is a project on which there was no previous experience at the time. 
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Mr. Razsavurt. That is why you were 50 percent off on your estimate? 

Mr. Freups. Yes, sir. 

Mr. Rasavut. You are going to add this amount to the $1,500,000 
you had and it is now going to cost us $3 million? 

Mr. Frexps. Yes, sir. The next item is for expansion of the plant 
at Idaho for aircraft nuclear propulsion ground testing facilities. [t 
is in the amount of $1 million. 

Mr. Rasavt. Is this new? 

Mr. Frintps. I believe it is expansion of existing facilities because 
of the increase in the aircraft propulsion program. 

Mr. Raxsavui. You need the money? 

Mr. Freups. Yes, sir. 

Mr. Rasavt. All right, tell us about the reactor core test facilities, 

Mr. Fretps. This is a special facility for testing reactor cores 
when there is the potential of the violent destruction of the reactor 
core in the test. It is a test that is carried to an extreme and does 
have the hazard of being dangerous. 

Mr. Rasaut. Where was this done before? 

Mr. Fieips. This was done at Arco before. We do not have a 
facility adequate for this purpose. 

Mr. Rapaut. Do you want to abandon the old facilities? 

Mr. Frevps. We never had one. 

Mr. Rasaurt. I thought you said you had one before? 

Mr. Fietps. We did the tests in a very makeshift way. 

The next item is for engineering test reactor facilities. $14,350,000. 
It is for the construction of a very large testing reactor with a high 
flux of neutrons. .This is a very definite requirement in connection 
with the development of reactors for the aircraft nuclear propulsion 
system. 

Mr. Rapavt. Tell us about the $23,140,000 item. 

Mr. Fieips. The next item of $23,140,000 and the following one 
for $3,100,000 have to do with the submarine advanced reactor. One 
is for the construction of the reactor itself, and the other is for a 
facility associated with the reactor. 

It is greatly improved over the Nautilus type reactor. 

Mr. Rasavt. Is it going in the new boat which is being launched 
now? 

Mr. Fie.ps. No; it is a further improvement over that one. It is 
a substantial advancement in reactor technology. 

The next page covers the aircraft reactor test plant, which is needed 
at Oak Ridge to carry out the reactor experiment for the aircraft 
program, in the amount of $1,437,000. 

The high level chemical development facility at Oak Ridge in the 
amount of $208,000 again is a requirement for the processing of the 
radiated fuel elements at Oak Ridge in connection with their reactor 
program. 

ACCELERATING DEVELOPMENT OF REACTORS 


The item on page 192 for the power reactor development dccelera- 
tion project is the plant and equipment part of the acceleration pro- 
gram which was discussed with you during hearings on the operating 
budget. The $25 million would be used to accelerate our power 
reactor development programs either by construction, by augmenting 
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our own experimental program, or in joint programs with industry 
where AEC would build its own portion of such plants. 

Mr. Ranaut. Differentiate between this $25 million and the $50 
million under the operating expense appropriation. 

Mr. Fretps. This would be the plant and equipment, or capital 
items, if we do any of that. The $50 million would be for research 
and development as opposed to capital items. 

Mr. Rasavut. The others are operating? 

Mr. Fietps. The others are operating costs for research and devel- 
opment. 

(Discussion off the record.) 

Mr. Rapaut. Tell us about the merchant ship reactor? 

Mr. Fretps. That is the one which was not authorized. 

Mr. Rasaut. You took it out? 


RESEARCH REACTOR FOR PHILIPPINE GOVERNMENT 


Mr. Fieups. Yes, sir. The next item is a research reactor for the 
Philippine Government, amount of $500,000. 

Mr. Rapaut. Are they bearing any of this cost? 

Mr. Fretps. This is the cost of the reactor and installation. In 
this case we would supply the full cost. 

Mr. Lippy. The buildings and laboratory going with one of these 
reactors will run on the order of a million dollars, at least. It may 
be that they could do it more cheaply, but a discussion with the 
Philippine Minister indicated that something of this order of magni- 
tude is what they expected to spend. 

I think their cost for the building will amount to at least $500,000 
and probably will double that amount. 

Mr. Fretps. This was put forward before the proposal of the 
President for the support of 50 percent of the cost of research reactors. 
It is a proposal for the full cost of the reactor itself as opposed to the 
50 percent. 

Mr. Ranaut. Go back to the item on page 192 and tell us what you 
are going to do with that $25 million. 

Mr. Fretps. That $25 million is for acceleration of the power 
reactor program. It will be used by the Commission to accelerate 
some of its own demonstration or experimental reactor programs 
or it might be used in collaboration with industry where we would 
build a part of the facility in order to encourage industry and to 
increase their effort in the power reactor development program. It 
would be for any capital facility involved. 

Mr. Rasaut. You are not very positive how you are going to use 
this. You say you might do this and you might do that. 

Mr. Fieips. We have not made apportionments of the money as 
yet. We are awaiting the determination of whether it is to be appro- 
priated sir, but we have these projects in mind. There is the acceler- 
ating of work in the homogenous reactor field on which we are working 
at the present time. 

We may use it in facilities in conjunction with the four proposals 
we have now received and which are in the process of evaluation. 

Mr. Rasaut. What do they amount to in money? 

63859—55——68 
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ACCELERATION OF DEVELOPMENT OF REACTORS 


Mr. Fretps. The total proposals from industry are in the order of 
$205 million. 

Mr. Strauss. Industry is prepared to put up about 90 percent of 
this amount. 

Mr. Puiturps. That is excellent. 

Mr. Rasavut. What is this item for, general plant projects? 

Mr. Fie.ps. This is for the reactor development program at Arco 
and various other installations. 

Again this is for minor new construction. 


PuysicaL ResearcH PrRoJEcTsS 


Mr. Rasavut. Next is construction obligations for the physical 
research program. Under that we will insert in the record pages 197 
to 199 of the justifications. 

(The justifications are as follows:) 


PHYSICAL RESEARCH PROGRAM—CONSTRUCTION OBLIGATIONS 
Program statement 


Estimated obligations, fiscal year 1956 $13, 000, 000 
Estimated obligations, fiscal year 1955 25, 011, 000 
Actual obligations, fiscal year 1954 7, 882, 095 


The fiscal year 1956 estimate of $13 million includes $10 million for the con- 
struction of two accelerators at university sites, $1.6 million for research facilities 
at Oak Ridge National Laboratory and $1.4 million for general plant projects, 
Detailed justification for each project follows: 


JUSTIFICATION OF PROJECTS FOR WHICH FUNDS ARE REQUESTED IN FISCAL YEAR 1% 


1. Project 56-h-1: Conversion of existing building to development plant, Oak Ridge 
National Laboratory, $1,150,000 

This project provides for the conversion of a largely unoccupied permanent 
building in the Y—12 area at Oak Ridge National Laboratory to suitable space 
for laboratories, offices, pilot plant area, and service areas for use chiefly by the 
Materials and Analytical Chemistry Divisions. The personnel to be relocated 
are now housed for the most part in temporary scattered buildings where working 
conditions are inadequate, maintenance and operating expenses are high, and 
efficiency of operations is impeded. 

The building to be converted is a steel and concrete structure constructed during 
World War II for large scale chemical processing operations that, because of 
technological advances, is no longer required for this purpose. A total of 60,200 
square feet, most of which is open space on 4 of the 6 floors, will be converted. 

The proposed conversion would be considerably cheaper than constructing a new 
building of comparable size and only slightly more expensive than ‘‘permanentit 
ing’”’ the temporsry structures now in use. The temporaries will have to be ren0- 
vated in the next few years if they are to continue to be occupied for research use. 
Even after renovation, however, they would not have the life or desired charac 
teristics of a converted permanent structure. 


2. Project 56-h-2, Fabrication plant for development equipment, Oak Ridg 
National Laboratory, $440,000 

This project provides for the construction of a building of 21,600 gross square 
feet at the Oak Ridge National Laboratory, which will (1) relieve the overcrowded 
and unsafe working conditions in existing fabrication facilities, (2) provide sale 
and efficient facilities for the machining of toxic materials, and (3) provide addi- 
tional office space for design and administrative engineering personnel concerned 
with the fabrication and machining work of the shops. 
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The building will be a one-story structure 100 by 150 feet by 25 feet high, with 
a mezzanine of 6,600 square feet. The building floor will be of concrete with 
exterior walls of concrete block. Some additional machine tools will be procured 
to supplement those on hand. 


3. Project 56-c-1, particle accelerator program, $10,000,000 

This project provides for the construction of two high-energy particle acceler- 
ators at university sites. Each machine is expected to cost the Government 
about $5 million and to require operating funds of about $750,000 annually. The 
high cost of construction necessitates Government financing, and Atomic Energy 
Commission support is considered most appropriate inasmuch as the research 
involved is fundamental to the development of atomic energy. 

It is apparent that additional multibillion volt accelerators, over those now 
authorized, will be required if the Nation is to successfully exploit the important 
breakthrough into high energy physics made possible by the new accelerator art. 
The need for additional accelerators is mounting steadily as results with the 
Cosmotron and Bevatron reveal new types of particles and other facts requiring 
detailed measurements and interpretations. The Cosmotron at Brookhaven 
National Laboratory is heavily scheduled and many requests for machine time 
go unsatisfied. Research with the Bevatron at the University of California 
Radiation Laboratory is just beginning but the intensity of interest indicates an 
early saturation of its capabilities. The 25 billion-volt machines under con- 
struction at Brookhaven and in Switzerland will further extend the new science. 
However, even after the machines that have already been authorized are con- 
structed, there will be serious gaps in the energy ranges, intensities, and types of 
particles that can be accelerated with these machines. Several university groups 
have proposed projects which will provide machines of the desired characteristics 
at sites where they will be accessible for use by significant groups of scientists, 

In selecting both the sites and the types of accelerator to be constructed, the 
Commission will favor projects which are judged to contribute most significantly 
to the advancement of science and to the scientific strength of the Nation, taking 
into consideration the characteristics of the proposed machine, the arrangements 
proposed for its operation, the scientific and administrative competence of the 
proposing group, the accessibility of the site to a substantial number of scientists 
who would make adequate use of the facility, and the availability of ancillary 
facilities and resources which will contribute to the project. 


4. Project 56-1-5, General plant projects, $1,410,000 


This consolidated budget request provides for minor and unpredictable improve- 
ments, modifications, and additions that are required each year for the Oak 
Ridge National Laboratory, Ames, and the off-site physical research program. 
It also provides for additional steam capacity for the Oak Ridge National Lab- 
oratory, for some improvements to the Bevatron at Berkeley, and for a modifi- 
cation to the Columbia cyclotron. 

The funds requested for fiscal year 1956 may be broken down as follows: 

Qak Ridge National Laboratory: 


(a) General plant items : $628, 000 
(b) Additional steam plant capacity 


800, 000 
23, 000 


Ames Laboratory (general plant items) . 
University of California Radiation Laboratory (bevatron improve- 


ments) 330, 000 
Off-site research program 257, 000 


Total fiscal year 1956 obligations. _____.__.._._.._..____--- 1, 410, 000 


_Mr. Ranaut. Here we have quite an advance, too. In 1954, 
5/,882,095; in 1955, $25,011,000; and now we come back to $13 mil- 
lion. So what is the reason for coming down? 

We are glad to know why figures are reduced. 

Mr. Fieips. In 1955 there was a major item for a major electro- 


nuclear machine in the Brookhaven Laboratory. That accounts for 
the reduction. 
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Mr. Strauss. You see, one only builds installations in connectioy 
with this program when someone has a big idea that has been care. 
fully evaluated and where the expenditure can be justified. 

As a matter of fact, Dr. Libby should address himself to the justif. 
cation for this program. 

Mr. Lissy. The first item for $1,150,000 is the alteration of g 
building in the Y—12 area for laboratories. 

There were buildings left down there after the war which were 
declared obsolete. 

We have been making use of some of those buildings in various 
ways for production. . 

Now, we want to convert one of them into a laboratory. I believe 
this is the correct statement. 

Mr. Puiuurps. Is it for laboratories, laboratory facilities, and chem- 
ical work? 

Mr. Lispy. Yes. 

Mr. Puiturrs. Not biological? 

Mr. Srravss. That is another program. 

Mr. Rasavr. Take that next item for $440,000. 

Mr. Fretps. This is actually a fabrication plant. It is a shop 
facility for the machining of toxic materials in conjunction with the 
laboratory work. 

It is still research, but it is a service facility which is very urgently 
needed in conjunction with their research program. 

Mr. Raxsavr. The particle accelerator program, $10 million. 

Mr. Lispy. That program consists of two projects to be built at 
university sites for $5 million each. 

Mr. Rapavr. At universities? 

Mr. Lispy. At university sites for the reason that, in this field 
of research, the people who can really do the best are the people in 
the university laboratories. Here is where the young students coming 
up through the courses learn the new field and have ideas and proceed 
to exploit them. This has been the history of science throughout all 
times. The majority of advances in really new fields are made by 
young people. 

Mr. Rasavur. How many universities are involved? 

Mr. Lissy. Two. 

Mr. Rasavut. You need that much money for it, or did you jus 
pick the money out of the blue? 

Mr. Jonnson. No, sir; we have proposals which indicate this ’ 
the right amount. 

Mr. Fiexps. The last item in the research program is the generil 
plant projects in that program in the amount of $1,410,000. 

Mr. Rasavut. Now to go back to the previous item. When thes 
machines are furnished to universities, do we also furnish the operat- 
ing cost and does that include the salaries of the university employees 
working on the projects? In other words, are we going to pay tle 
whole freight or are the universities going to supply the personne!’ 
Are we going to train the personnel for the universities in the begil- 
ning and then are they going to be on their own? What is the plav: 

Mr. Jounson. We estimate that the cost of operating one of, thes 
machines is about $750,000 a year. That includes operators atl 
power but not the salaries of the research personnel. ‘Those would 
be paid by the universities. 
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Mr. Rasaut. We would keep the machine going? 

Mr. Jounson. That is right. We would pay the power bill. 
Mr. Rasaut. And we would receive the benefits, of course. 
Mr. Jounson. The country benefits. 


BroLtoGy AND MeEpDICcINE PrRoJeEctTs 


Mr. Frevps. The next program is biology and medicine program. 
Mr. Rasaut. We will insert in the record pages 200 and 201. 
(The pages referred to follow:) 


BIOLOGY AND MEDICINE PROGRAM—CONSTRUCTION OBLIGATIONS 
Program statement 


Estimated obligations, fiscal year 1956 $6, 490, 000 
Estimated obligations, fiscal year 1955 968, 000 
Actual obligations, fiscal year 1954 446, 489 


The major item in the program for fiscal year 1956 is the construction of a 
permanent medical research center at the Brookhaven National Laboratory to 
replace the aged and inadequate temporary buildings presently occupied and to 
provide a reactor designed specifically for medical research. The balance of the 
program is comprised of recurring annual miscellaneous additions and alterations 
which arise from the requirements of the research, security, and safety programs 
and in the conversion of plant items to improve efficiency of operations at the 
several locations under the cognizance of this program. 


JUSTIFICATION OF PROJECTS FOR WHICH FUNDS ARE REQUESTED IN FISCAL YEAR 1956 


1. Project 56-i-1: Medical research plant and facility, Brookhaven National Labora- 
tory, $6,040,000 

This project will provide a permanent medical research center to serve the med- 
ical research program being carried on at the Brookhaven National Laboratory. 
Since the inception of the program in 1948 the medical staff, presently housed in 
some 20 converted temporary structures, has operated under severe physical 
difficulties. Structures are rambling and widespread, a long distance from the 
reactor (an important factor in the movement of patients and in the use of short- 
lived isotopes), and are subject to serious fire hazard and excessive maintenance 
costs. In addition, technical problems arise due to the fact that the present re- 
actor was not specifically designed for medical research and patient treatment. In 
spite of these difficulties the program has progressed to the point where medical 
techniques which have been developed have gone beyond the versatility of avail- 
able facilities and it is already apparent that these facilities are very costly to 
maintain. So that the program will not lag and to further develop its potentially 
invaluable benefits to mankind, it is proposed to replace the present deteriorated 
and obsolete structures with a permanent medical center incorporating the ad- 
vances and improvements developed through the experience gained during the 
past several years. 

The medical research center will include a 48-patient bed hospital and a medical 
research reactor to be designed specifically for the purpose, with related laboratory 
area, animal experimental facilities, necessary industrial medicine facilities and 
administrative area. The medical reactor is to be of a swimming pool type core 
containing highly enriched uranium surrounded by a graphite reflector, and of 
higher flux than presently is available. The fiscal year 1956 estimate excludes 
400,000 for architect-engineer work initiated in fiscal year 1955. 


2. Project 56-1-6, general plant projects, $450,000 
The purpose of this project is to provide funds for such miscellaneous altera- 


tions and improvements to general plant facilities as will be necessary at the 
several locations under the direction of the Division of Biology and Medicine. 
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These locations include the Brookhaven National Laboratory, the Atomic Bom) 
Casualty Commission in Japan, the Oak Ridge Institute of Nuclear Studies. 
atomic energy projects at the University of Rochester and the University of 
Tennessee, the Health and Safety Laboratory in New York, and offsite research 
projects at colleges, universities and other research institutions throughout the 
country. 

The composite estimate presented herein is based on past experience at the 
several locations. It will provide for: improvements and modifications to major 
research tools such as the Brookhaven reactor, electrostatic accelerator, cyclotrons 
and cosmotron; minor additions and alterations to laboratories at AEC installs. 
tions to improve operating efficiency; minor construction at offsite laboratories 
to assist in special research studies. 

Mr. Rasavt. I notice that the obligation in 1954 was only $446,489, 
In 1955 it was $968,000. In 1956 it is $6,490,000. 

Mr. Strauss. The difference is all in one item. 


Mr. RaBaut. We will be glad to hear about the item. 


BROOKHAVEN MEDICAL CENTER 


Mr. Frieups. This is for a medical research facility at the Brook- 
haven National Laboratory in the amount of $6 million. May | 
turn this over to Dr. Bugher? 

Dr. Buauer. Mr. Chairman, this project represents the culmina- 
tion of over 3 years of study as to the proper design for a medical 
research center devoted entirely to atomic medicine. During these 
years, and 2 years prior, the Brookhaven Medical Department has 
operated in temporary wooden buildings left over from the old Camp 
Upton. These buildings were refurbished and have been kept in 
modest condition but are inflammable, inefficient, and very expensive 
to maintain. The necessary studies now have led to the concept of a 
medical research center, revolving around the use of radioactive 
materials and incorporating a medical reactor which has developed 
in itself as a concept out of the prior work of the Division of Reactor 
Development. 

This research center provides for 48 beds. The reactor will be 
built in conjunction with it. One has to recall that a hospital n 
association with this type of center is much less pretentious in the 
number of beds than the size of the building and the outlay because 
this is a research institution and not a hospital for general care. So 
that the 48 patients provided for are associated with extensive labora- 
tory facilities as well as with the reactor facilities. 

Mr. Raxpauvt. I notice here, “Structures are rambling and wide- 
spread, a long distance from the reactor,’’ and all that. Now, does 
that mean that this is because of the fact that we were not schooled 
in this, or is that carelessness? 

Mr. Srravuss. Mr. Chairman, these buildings were built in World 
War I as barracks. They are held together by paint on the outside. 
As you walk through the halls the buildings shake. ; 

Mr. Rasaut. I note here that all through we have rambling build- 
ings, and they have to be replaced. Do I understand from that that 
most of them were inherited from some other agency of the Govert- 
ment? 

Mr. Srrauss. In the early days of the atomic energy enterprise, 
they used whatever they could get. That is why the Commissio 
inherited a lot of pretty ramshackled structures. 

Mr. Raxpaut. They certainly are getting out of that class. 
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Mr. Strauss. There are no marble pillars involved in any of the 
new buildings. They are of Spartan construction. 

Mr. Rasaut. What is this $450,000? 

Mr. Putuuirs. Wait a minute. Why do not you bring this down 
here to the National Institute of Health instead of putting one up 
there? 

Dr. Bucuer, To the medical center at Bethesda? 

Mr. Putiurrs. Yes. 

Dr. BucuHer. The main consideration here is that this particular 
program has possibility only in close proximity to and in relationship 
with facilities such as the Brookhaven Laboratory. 

Dr. Putiurps. Is this an institution or a research laboratory, or is 
it supposed to be a sample that might be used by other medical insti- 
tutions all over the United States? Are you setting up a model, or 
are you doing this as a complete project in itself? 

Dr. BucueEr. It is a complete project in itself and will draw on all 
of the medical facilities in the northern area. It is not a model for a 
university center, for example. 


TREATMENT OF CANCER 


I think the striking thing that has developed in Brookhaven in 
connection with the large graphite reactor has been the multiplicity 
of experimental work. Part of that work has been related to the 
medical program, particularly to the neutron capture of boron 10 in 
the treatment of brain tumors. 

Mr. Puiturps. You mean treatment or determination? 

Dr. Bucuer. Treatment. In this case the patient is given borax, 
but a very peculiar borax, of which the boron is the rather minor 
natural isotope of mass 10. This particular form of boron will capture 
a thermal neutron coming from the reactor and immediately split 
into two fragments and liberate a large amount of energy. If we can 
get the boron into a tumor cell and then radiate the patient from 
without with neutrons, where there is a reaction between the two, 
there will be liberation of energy and radiation created within the 
tumor. 

Mr. Puriires. How far advanced can the tumor be, and still have 
it do any good? 

Dr. Bucuer. These patients who have been experimented on are 
those who have no other recourse. They have reached the end of 
— intervention. They are not subject to ordinary radiation 
therapy. 

Mr. Jensen. You mean they are in the last stages? 

a Buauer. Yes. Whatever can be accomplished will be of some 
good. 

Mr. Purturps. It will not do for a tumor in any other part? 

Dr. Bucur. We hope out of this will develop a more generalized 
method. But that will depend on some development from chemistry 
of organic compounds on boron. For this purpose we have several 
Centers working to synthesize new and presently unknown compounds. 

We think it is one of the very powerful and useful techniques as it 
develops, but it will take more time. These patients have been 
benefited. None of them has been completely cured, but life has been 
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extended and comfortable living has been made possible for people 
who would otherwise have been completely incapacitated. 

Mr. Jensen. Is that true of all the patients? 

Dr. Bucurer. About 25 patients have been so treated. None of 
them has been made worse. They have all been benefited in some 
amount or very much. Quite a number have been able to go back to 
work and continue almost normal living long after they otherwise 
would have been completely incapacitated. 

Mr. Puitiips. How many people went over and looked at the 
exhibition at the Library of Congress? 

Mr. Srrauss. I think some thousands. Dr. Johnson tells me of 
an interesting item. 

Dr. Jonnson. I was at Brookhaven last weekend. They showed me 
a picture of one patient who is on a trip to Europe now. He entered 
the hospital 287 days ago and today he is still going. 

Mr. Puruurres. This whole use of isotopes and various elements, 
both to determine the exact location of a brain tumor, to cireumscribe 
its position, and either to stop its growth or cure it, is remarkable, 

Mr. Strauss. These things, of course, may be eventually much 
more important than all the atomic-energy program rolled into one, 


ComMMUNITY FACILITIES 
COMMUNITY DISPOSAL 


Mr. Puiuurps. I have a question on the item on page 202. How 
much money did you make on Richland last year? 

Mr. Strauss. We made about $2 million on all of the communities, 

Mr. Puruurrs. If you have to spend $160,000 then for replacement, 
you have to deduct that from your profit. If you are going to sell 
Richland, which you are supposed to be trying to do, why do you 
have to build a municipal plant with our money when it is going to be 
sold to the people, to private owners, we will say? 

Mr. McCarrtuy. The net revenue at Richland in 1955 is $627,000. 

Mr. Puiuurps. Then you deduct $160,000 from that, so you have 
$500,000 profit. Why do we have to spend $160,000 if we are in the 
process of disposing of Richland? 

ae Fretps. We do not, at the moment, have legislation to dispose 
of it, sir. 

Mr. Buiocn. Our approach to disposal generally is to give the 
communities a workable plan. This $160,000 is to complete a ti 
between two water systems in the community, and it is required 
because in the southeast section of town currently the water pressure 
is low and we do not have adequate pressure to fight fires. 

Mr. Puiuurps. You interest me when you say you have no legislé- 
tion to dispose of it. This subcommittee has been telling you for 
about 3 or 4 years to get rid of it. This is the first time I have beard 
that you did not have legislation to do it. 

Mr. Strauss. We sent a bill to the Congress last year. 

Mr. Puituips. You mean you have to have specific legislation’ 

Mr, Strauss, That is my understanding. 
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Mr. Puiwurres. In another part of the bill you say you have an 
act which makes it possible for you to sell properties such as type- 
writers and automobiles, whatever you have, and put the money in 
a fund and spend it again. Why does not that same bill cover 
Richland? 

Mr. Frrevson. I think the disposals that Mr. McCarthy was 
talking about are the disposals undertaken under General Services 
Administration regulations. The disposals of communities involves 
other things, such as how you go about selling the housing and deter- 
mining properties. 

Mr. Patties. That is all right, but the same subcommittee had 
the budget for General Services. That agency never said it had any 
selling problem. The idea we gathered was that when you let loose 
of it, they would sell it. 

Mr. Fnrauson. The point I am trying to make is that under the 
General Services Administration regulations, the limitations are such 
that we cannot take care of all of our problems such as giving the 
existing tenants the priority to buy their own house. 

Mr. Patures. I do not think, Mr. Chairman, I want to take up 
the time here, but I think maybe the General Counsel can give me a 
note, as to what has to be done. 

Mr. Rasaut. Supply whatever information my colleague waats. 

Mr. Strauss. We are anxious to get rid of them, sir. It has been 
an administrative burden. We do not know whether we will be 
happier afterward, but we would like to move it off our necks. 

Mr. Frerps. I understand that a subcommittee is going to be in 
Richland next week to have hearings on a proposed bill. 

Mr. Rasaut. We shall insert pages 202 to 208 of the justification 
in the record at this point. 

(The pages referred to follow:) 


COMMUNITY PROGRAM—CONSTRUCTION OBLIGATIONS 


Program statement 
Estimated obligations fiscal year 1956 $7, 935, 000 


Estimated obligations fiscal year 1955 4, 226, 000 
\ctual obligations fiscal year 1954 3, 409, 529 


04 


Summary of obligations 





Actual Estimate Estimate 
fiscal year | fiscal year | fiscal year 
1954 1955 1956 


| 
| 


Grand Junction $9, 043 | $18, 000 | $250, 000 
Oak Ridge... ; : | 416, 947 | 659, 000 2, 900, 000 
Richland... 338,000 | 1, 348,000 | 160, 000 
Los Alamos : 2,622,149 | 2,171,000 3, 500, 000 
Sandia 23, 390 30, 000 | 0 

0 | 0} — 1,125,000 


ee 


3, 409, 529 | 4, 226, 000 | 7, 935, 000 


Justification of projects for which funds are requested in fiscal year 1956 for 
each community is provided on the pages which follow. 


63859—55. ~6§4 
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GRAND JUNCTION 


1. Project No. 66—j-1, additional housing units, Monticello, Ulah, $250,000 


This project provides for the construction of 20 additional 3- and 2-bedroom 
units on Commission-owned land at the Monticello processing plant at Monticello 
Utah. These facilities will be required to house a portion of the additional 
employees to be hired to work in a second mill to be erected in fiscal vear 1955 
to recover uranium from available ores which are not amenable to the extraetion 
process used in the present mill. In order to attract and retain qualified per. 
sonnel, housing must be provided, as was done in the case of the existing mill, 
A housing shortage now exists in the town of Monticello and as of this time private 
financing is unavailable. 

OAK RIDGE 


1. Project No. 56-j-2, New community hospital, Oak Ridge, $2,900,000 

This project will provide the Oak Ridge community with a new 175-hed 
hospital, including equipment and necessary supporting services to replace the 
present hospital which has outlived its economic life to the extent that an annual 
subsidy of approximately $91,000 annually would be required if rehabilitated 
and continued in use. The major part of the present hospital, which was started 
during World War II, is of temporary wooden construction and constitutes a 
continuing and dangerous fire hazard. A private engineering firm has reported 
that its rehabilitation to provide reasonable service over the next 5 years would 
cost $480,000 and that at the end of that time an additional expenditure of the 
same amount would be required. This does not include annual minor repairs, 
and maintenance costs of approximately $50,000. These costs, together with the 
present annual subsidy, make it more economical over the long term for the 
Government to construct a new, efficient, subsidy-free facility. 


RICHLAND 


1. Project No. 56-j-3: Water and sewer replacements and improvements, $160,000 


This project covers installation of water and sewer facilities to serve the Wellsian 
Way area in the south-central section of Richland, including construction 
of approximately 3,200 feet of water main and 4,200 feet of sewer main. Also 
included is a lift station for ejection of sewage. These facilitixs are needed for 
both health and safety reasons. The construction of the water main would 
correct the dangerous condition of extremely low water pressur? experienced in 
the southwest part of Richland. Adequate fire protection would be difficult to 
provide during periods of heavy water usage and high winds under the pros2nt cir- 
cumstances. he provision of the proposed sewer facilities would eliminate 4 
threat to the health of the community by providing sewage facilities in commercial 
area where such facilities do not now exist. 


LOS ALAMOS 


1. Proejct No. 56-j-4: Group 18 housing program, $3,500,000 
The construction of 226 family housing units will complete the oe of 


replacement of temporary substandard housing at Los Alamos. unds were 
provided in fiscal year 1954 and fiscal year 1955 for 120 and 96 units, respectively. 

The need for replacement bousing of adequate quality to attract and retain 
high level technical people at Los Alamos is directly related to the requirements 
of the Los Alamos Scientific Laboratory. The availability of such housing may 
be said to control employment levels at LASL. LASL’s remoteness and the 
competition provided by urban laboratories and universities for qualified personnel 
make it mandatory that a basic inducement, adequate housing, be offered during 
recruitment and employment. To illustrate, in March 1954, a moratorium was 
declared on offers of employment at LASL pending availability of current housing 
construction. The present strength of the laboratory stands at approximately 
2,900; the employment goal, 3,100, is considered necessary for successful 
fulfillment of the laboratory’s mission under the weapons program. 

The group No. 18 (fiscal year 1956) project, which includes 147 two-bedroom 
57 three-bedroom and 22 four-bedroom units, is analyzed by unit costs in the 
table below and compared to the groups No. 16 (fiscal year 1954) and No. 1! 
(fiscal year 1955) projects. The unit costs shown in the top half of the table are 
comparable; i. e., project cost differences resulting from the varying numbers 
of bedrooms has been removed: 
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aes 
Group No. 16, fiscal Group No. 17, fiscal Group No. 18, fiscal 
year 1954 year 1955 year 1956 
Number of Number of| y-,,; Number of| ,, 
units Unit cost units Unit cost unite Unit cost 
—— } 
se 
rape Dieiiac' | 13| $10,844 43 | $10,276 147 $10, 276 
a 74 11, 720 28 11, 205 57 ll 205 
4 bedrooms.....----.----- | 33 13, 668 25 | 12, 926 22 12, 926 
Oe SC cancels | eer 6 Jo -20---+--- SN inctant = 
Averaas cS cea hcne dale |------------ SME lewanndockake | 11, 469 | beidnheies Soin | il, 469 
Site development. ------------ ee re 8, 361 | a ceeeees | 1, 800 fo--cerereens 3, 212 


eaeaeaqQ@aaqqqqqQqQQQqeSsSsSseeec_—Q_6x>6x“<_eeeeeeeeeeeeeeeeeeeeeSTw——m—we 
Group No. Group No. | Group No. 
16, fiscal] year | 17, fiseal year | 18, fiscal year 


1954, total 1955, total 1956, total 
costs | costs costs 

ee | 
DRO. . .. .ccnpnecuncaseesacensonimonsésaneqhsnncckuncenans $1, 459, 440 $1, 078. 758 $2, 433, 629 
SS TOIINIININS cecnticwacacensasaccvanccccanqscslesnceocssas 403, 267 172, 800 725, 850 
Engineering, design, inspection, and contingencies........-..- 137, 293 154, 442 340, 521 

ONO Sis eed hs cell con akdnapehsauayeas hinee 2,000,000 | 1, 406, 000 | 3, 500, 000 
Total C0St NOT WITT. cence qnccsacconbscccecancadeccesessoascece 


16, 667 | 14, 645 | 15, 487 


Building construction average unit costs, it will be noted, have been reduced 
in groups No, 17 and No. 18, as compared to group No. 16, by more than $600. 
This is actributable to extensive design changes and economical revisions in 
materials specifications. 

Site development costs, reduced by $1,200 per unit in the group No. 17 ty 
through maximum use of existing housing sites, must be increased in group No. 
18 inasmuch as unimproved and undeveloped land will be pressed into use for 
a large majority of the units. 


GENERAL PLANT PROJECT 


1, Project 6-1-7, General plant projects, community facilities, all areas, $1,125,000 

This project covers minor alterations, additions, replacements and other general 
improvements of various types for schools, city roads and streets, sewerage system, 
municipal activities, water system, electrical distribution system, central steam 
plants, housing, business concessions, hospital and other community facilities. 
Normal operating requirements in past years indicate the need for recurring minor 
repairs and rehabilitation of facilities each year in order to provide the most 
economical operation of facilities at the various communities. A summary of the 
amounts for each area is presented below: 


Saat ap RENN Pa ee Re leat oe el $20, 000 
RS 09 ane Soh ee eee beer (ot tres eerie ara 327, 000 


UN BN a ca aS 313, 000 
a an ee He 440, 000 
a tee a a 25, 000 

Oe ed toe OO 2 coma aa 1, 125, 000 


OAK RIDGE HOSPITAL 


Mr. Rasavut. I want to ask you this question: If the bill for dis- 
posing of the community facility at Oak Ridge is approved, would 
you still want the hospital? 
it Fie.ps. Yes, sir, we would. Mr. Bloch, do you want to discuss 

at! 

Mr. Ranaut. Why would you need it if you are going to dispose of 
the facilities? 
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Mr. Biocu. The community would still need the hospital. Thp 
disposal bill proposed incorporates a formula for Government assist. 
ance to the operation of these communities until such time as they 
can get sufficient revenue to operate on their own. The bill that has 
been submitted assumes that we would be able to turn over to the 
community a hospital that can operate without a subsidy. The new 
hospital is required. If we retain the community, it will reduce the 
Government’s cost. 

Mr. Rasavt. If we retain it, we need the hospital. If we are selling 
it, do we need the hospital? 

Mr. Biocu. The community needs it, and the community will not 
be able to operate for quite a few years without some Federal assist- 
ance, If we give them a new hospital, it will reduce the amount of 
annual assistance the Federal Government will still have to contribute 
toward the operation of the community. 

Mr. Rasavut. Has it been worked out as to what the amount of 
Federal assistance will be? 

Mr. Buiocu. There is a proposal in the legislation that was sub- 
mitted that is now being considered by the Joint Committee. 

Mr. Rasavut. The Joint Committee is aware of this proposal to 
build a new hospital? 

Mr. Buocu. Yes, sir. It is included in their authorization. 

Mr. Rasaut. They are favorable toward this proposal? 

Mr. Buocu. Yes. 

Mr. Strauss. You see, we have a selfish interest in this hospital. 
The health of the people who work there is important to the mainte- 
nance of our production. 

Mr. Rasaut. Now let us consider project 56-—j-4. Should this 
expansion of housing at Los Alamos take care of the housing needs at 
that site for the foreseeable future? 

Mr. Frexps. It should. 


AEC Heap@uarters BUILDING 


Mr. Rasavut. Let us consider the administrative construction 
obligations and insert in the record page 209. 
(P. 209 of the justification follows:) 


ADMINISTRATIVE CONSTRUCTION 


Total obligations ‘ 
Actual, fiscal year 1954 uinaee ; $1, 250 
anes Mie nee NO SSS ush sutcekunnbaweeuéwanawiete 600, 000 
Estimate, fiscal year 1956_....--------- 
The AEC headquarters building is budgeted at a cost of $10 million ith obli 
gations of $0.6 million in fiscal year 1955 and $9.4 million in fiscal year 1990. 


JUSTIFICATION OF PROJECTS FOR WHICH FUNDS ARE REQUESTED IN FISCAL YEAR 
1956 


1. 8-80X-5001, headquarters building for AEC, $9,400,000 

Includes costs of designing and constructing a headquarters building to housé 
approximately 1,400 Commission employees, plus an additional 150 military 
civilian personnel assigned from otber agencies. 
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The headquarters office of the Atomic Energy Commission is presently housed 

in widely separated office buildings in Washington, D. C. It is proposed to move 
the headquarters into a new building to be erected 20 to 30 miles from the zero 
milestone, thereby removing a vital agency and its records from a high priority 
target area. It is also important that the headquarters staff of the Commission 
be consolidated into a single building to eliminate security hazards incident to 
movement of classified documents between buildings and the use of structures 
not designed for security purposes. Such consolidation would avoid the ineffi- 
ciencies attendant to operating in several locations. The General Services Admin- 
istration does not have suitable Government space available for the Commission’s 
yurposes. 
' This project provides for construction of a fireproof, reinforced concrete struc- 
ture having a gross area of approximately 400,000 square feet, including a cafe- 
teria, storage area, security vaults, incinerators, conference space and elevators, 
The estimate includes purchase and improvement of land, and construction of an 
office building and auxiliary structures, 


Authority for construction of this building is contained in Public Law 31, 84th 
Congress, approved May 6, 1955. 

Mr. Freups. This figure for 1956 is $9,400,000. This amount is 
for the construction of a new headquarters building for the Atomic 
Energy Commission, to be located some 20 to 30 miles from the 
center of Washington, D.C. The actual authorization for this proj- 
ect was in Public Law 31, to which I referred initially, and not in the 
recent authorization act. 

Mr. Ranaut. When do you propose to get going on this? 

Mr. Frmups. We propose to get going as rapidly as we can. We 
have selected the architect-engineer and are now negotiating with 
him for the actual development of plans and specifications. We 
would hope to have the building constructed in something like 2% 
years, or perhaps 2 years. 

Mr. Ranaut. How much land are you anticipating that you will 
need for this building? 

Mr. Derry. About 50 acres. That is the amount of land we expect 
to acquire for the building and other administrative facilities such as 
water supply and sewage disposal, if we cannot get these utilities 
fom other community facilities nearby. 

Mr. Ranaut. And parking? 

Mr. Derry. Yes, sir. 
po. A Now, who is going to win the fight, Maryland or 
irginia? 

Mr. Derry. The site has not been selected. 

Mr. Rasavur. Is this $9,400,000 for the whole building? 

_Mr. Fretps. There is $600,000 in fiscal 1955.and the whole building 
is $10 million. 

Mr. Rasaut. What did you do with the $600,000? 

- Fietps. That is architect-engineer work available in fiscal 
ear 1955. 

Mr. Srrauss. This $9,400,000 is the remainder of the estimate of 
ost. 


CapitaL EQuIPMENT 


Mr. Ranaut. We will now consider the equipment not included 
i construction and insert in the record pages 210 to 213 of the justi- 
Mation, 


Pp. 210 to 213 of the justification follow:) 
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EQUIPMENT NOT INCLUDED IN CONSTRUCTION—OBLIGATIONS 
Program statement 


Estimated obligations, fiscal year 1956 $30, 141, 000 


Estimated obligations, fiscal year 1955 


Increase 2, 930, 862 


This estimate is for equipment not included in construction needed by the ARC 
and its contractors for all atomic energy programs. The total required in fiscal 
year 1956 is approximately 2 percent of the estimated total operating budget, 
By comparison this percentage is slightly less than that of fiscal year 1955 and 
approximately one-half of that for fiscal year 1954. Much of the equipment 
required by the AEC is of such specialized nature that it is specially designed 
and fabricated for AEC use only. This factor, together with the high obsolescence 
rate of AEC research equipment adds significantly to the cost of the equipment, 
This estimate represents the net equipment requirements after taking into con- 
sideration receipts from salvage credits and utilization of excess equipment as 
it becomes available from construction work in progress. 


| 
Estimate, fiscal year 1956 


Obligations by equipment category 


Actual, 
fiscal vear 
1954 


Estimate, | 


fiscal year 
1955 


Additions 


Replace- 


Total 


| ments 
_ | - eee 
$394, 275 

212, 662 

14, 495, OM 

2, 476, 128 
861, 522 

8, 098, 465 


| 
| 
; 
| 


$117, 185 

143, 422 

10, 551, 175 

24, 876 
316, 326 

3, 625, 640 


~~ 102, 500 
37, 240 
1, 033, 301 
743, 863 


$277, 090 
69, 240 

3, 944, 509 
2, 451, 252 
545, 196 


412, 877 
131, 436 | 
568, 253 
762, 102 
211, 133 | 
231, 305 
522, 525 
517, 712 
120, 140 
, 917, 141 
2, 337, 483 


$404, 000 
174, 100 
11, 726, 900 
1, 681, 000 
677, 000 | 
7, 765, 126 
830, 000 
278, 000 
105, 500 

1, 833, 000 
1, 735, 512 


Heavy mobile ssi $1, 
Hos"ital and medical. ..- 
SS a a Saeiee: 
Motor vehicles and aircraft___- 
Office furniture and machines 
Process__ ie 

Railroad rolling stock ai 

. Reactors and accelerators. - - 
Security and protection_---- 
. Shop : ‘ 

. Miscellaneous | 


| 32, 732, 197 | 27, 210, 138 | 16, 695, 528 


' 


aa 
1, 
& 
9, 


200, 500 
108, 34 
1, 728, 649 
1, 564, 775 


695, 348 
820, 912 





SH SOONR API 


— te 








13, 445, 472 


30, 141,000 





1. Heavy mobile, $394,275 

Equipment in this category is needed for the expanding raw materials program 
operation of the waste pit disposal of radioactive liquid wastes at Oak Ridge and 
changes in the research and development processes at Santa Fe which require 
special heavy-duty handling equipment. At several operations offices, ground 
maintenance equipment and industrial-type tractors, originally acquired from 
excess, will have to be replaced. Most of the equipment requiring replacement has 
been used under severe operating conditions and by 1956 will be worn to such an 
extent that replacement will be necessary. 


2. Hospital and medical, $212,662 

To support the medical research program at the Oak Ridge Institute of Nuclear 
Studies, additional equipment and instrumentation for cancer research is needed 
emphasis will be placed on the use of cobalt and cesium teletherapy technique. 
Included in this category are the requirements at community hospitals and the 
medical equipment for laboratories and plant first aid stations. 


3. Laboratory, $14,495,684 

Since 1951 the average annual expenditure to furnish AEC laboratories with 
equipment to perform experiments related to atomic energy research has beet 
5 percent of the total annual AEC research and development effort. In com 
parison, the estimate from fiscal year 1956 is in the order of 4 percent. A sub- 
stantial part of this equipment is of a complex and highly sensitive type and ® 
subject to a higher obsolescence factor than other more conventional typ® 
In addition, a significant part of the annual expenditure is for specialized equ 
ment designed and sometimes fabricated within the AEC laboratories. This 8 
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essential to parallel the development of new techniques used in research and de- 
velopment work. Funds requested in fiscal year 1956 include the requirements 
at the Oak Ridge and Argonne National Laboratories which carry out diversified 
research programs, the Los Alamos Scientific Laboratory which designs and fab- 
rieates many items of equipment which are not available commercially, and the 
Sandia Corporation Laboratory which must keep abreast of the progress in 
weapons development and modification. 


4. Motor vehicles and aircraft, $2,476,128 


With the exception of $18,000 for new aircraft and $6,876 for 2 trailers, this 
estimate is for the replacement only of old and wornout motor vehicle equip- 
ment now in use which will meet or exceed GSA established replacement standards. 
An overall fleet reduction of approximately 3 percent was made during fisca] 
year 1954 and a further substantial reduction is anticipated during fiscal year 1955, 


5. Office furniture and machines, $861,522 


The major portion of this category is needed for replacement of equipment 
which, due to its condition, requires excessive maintenance. Also included are 
funds for equipment for program expansions at Y~12, K-25, and Oak Ridge 
National Laboratory at Oak Ridge, the chemical processing plant at Idaho, and 
the accelerated raw materials program. This escimate takes fuil account of any 
office furniture and machines which may be available from excess, 

§. Process, $8,098,465 

This category of equipment is needed for improvement of the feed materials 
chain, additions to equipment used in casting, and items needed for improvement 
of technical processes directly involved in weapons development and production. 
It provides, during the year, for an estimated replacement of between 0.2 and 
.3 pereent of the total investment in process equipmenc. Process equipment, 
unlike that in other categories, is generally operated on a 24-hour basis and is 
subject to severe operating conditions which include subjection to highly corrosive 
fumes and solutions. Routine maintenance and repairs, performed on operating 
equipment in normal industry, often cannot be done due to contamination and 
high radiation levels. Much of the in-line process equipment must be removed 
and replaced by remote control mechanisms and is not available for normal 
maintenance, 

The estimate also includes ivems that will be required to meet the needs for new 
or expanding programs as well as radiation detection instruments required for the 
detection of contamination in radiochemistry and pile technology processes. 


1, Railroad rolling stock, $0.00 
§. Reactors and accelerators, $200,500 


This category includes funds for replacement of accessory equipment associated 
with the Oak Ridge National J-aboratory reactors and accelerators resulting from 
deterioration due to radioactive contamination, corrosion and technological 
obsolescence. Additional new equipment will be needed to adapt the reactors and 
accelerators to the requirements of new research and development programs at 
Qak Ridge. At the Idaho operations office, replacement of such items as regu- 
lating rods, ion chambers and reactor physics instrumentation in the materials 
testing reactor will be necessary. Increased experimental activity at the Idaho 
naterials testing reactor will require additional control and measuring equipment. 


4. Security and protection, $108,340 


This category includes equipment needed to carry out the security functions at 
restricted areas and includes such items as patrol radios, alarms, etc., as well as 
freand police equipment. Additional equipment is needed to meet requirements 
of expanded program operations in fiscal vear 1956. 

1). Shop, $1,728,649 

_ Machine tools and associated instruments are necessary for making special 
tems for laboratories, for process operations, and for routine maintenance and 
Operations of plants. The estimate provides, during the year, for replacement 
of approximately 1 percent of the total AEC investment in shop equipment, 
Replacement is generally made after it is determined that rebuilding worn tools 
would not be economical from both a functional and financial viewpoint. Most 
‘ols to be replaced were originally obtained from World War II excess stocks 
and for which the maintenance factor is high. Increased workload due to plant 
*xpansions and the requirements to equip new field shops accouncs for a major 
Poruion of funds requested. 
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11. Miscellaneous, $1,564,775 

The funds required cover a wide variety of items not included under other 
headings, such as air-monitoring devices, communications equipment, specia 
cleaning equipment for decontamination, cafeteria and site maintenance equip. 
ment, weather telemetering systems, remote handling equipment, special waste 
disposal containers, mechanical gaging equipment, house and water trailers for 
the expanding ore program. Over half of the estimate is for replacement of 
equipment which has become worn beyond economical repair; the remainder js 
for additional equipment needed in expanding activities. 

Mr. Fietps. This is the request for equipment not included in the 
construction in the amount of $30,141,000. This covers equipment 
of various sorts, heavy mobile equipment, hospital and medical, and 
process equipment. The table shows the actual experience in 1954, 
estimated obligations in 1955, and the additional replacement esti- 
mated for 1956. This represents the total requirement of the Atomic 
Energy Commission for this kind of equipment. 

Mr. Raxpavt. Railroad rolling stock went up in 1955 from $522,000 
to $830,000. Now you have nothing on that. What do you mean 
by “process’’? 

Mr. Fre.ips. Process equipment may be equipment in a plant. It 
may be lathes or machinery in an industrial plant. 

Mr. Rapavut. Above that what does it mean, over and above 
machinery in the plant? 

Mr. Fretps. It is equipment in an industry. It may be fabrication 
equipment. 

Mr. Rasaut. In 1954 you had $9 million; in 1955 you had $7 
million. Now you want $4 million. 

Mr. Srravuss. Mr. Rabaut, it is two-tenths to three-tenths of | 
percent of the value of the process equipment. Much of that equip- 
ment is being subjected to corrosion. 

Mr. Rasavt. Security and protection is being reduced. Do you 
have some new system that permits a reduction like that? You had 
$120,000 in 1954. Then you had $105,000 in 1955; now you have 
$71,000. 

Mr. Fietps. It is to carry out the security function. 

Mr. Rasaut. What is heavy mobile? What do you mean? 

Mr. Derry. Heavy mobile equipment is heavy construction equip- 
ment and equipment used around the plants to carry out the modi 
fication and plant improvement programs. It does not include either 
the light trucks or passenger vehicles. 

Mr. Rasaut. You mean it is heavy trucks? 

Mr. Derry. It is heavy trucks. That is, things like crawler cranes. 

Mr. Pures. Why are you buying these? Are you doing the 
work on force account or doing it by contract? 

Mr. Derry. Our general miscellaneous plant projects are done in 
some cases by force-account construction, not by AEC force account 
but by our operating contractors who perform certain minor construc 
tion. Most of the items, and as many items as possible, of course, 
we do under lump-sum contract. Our operators must maintain some 
heavy mobile equipment on the job to maintain the roads and make 
changes in facilities in the plants. 

Mr. Purturres. You can get a lot for $1,412,877. 

Mr. Raxpavut. This year they are requesting $394,000. i 

Mr. Putuuirs. Do you have a limitation on the force-account work: 
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Mr. Derry. Yes, sir, it is our policy to do everything by lump-sum 
construction, by competitive bid jobs. 

Mr. Strauss. The total, Mr. Phillips, of that item is only $394,000. 
It was $1,400,000 in 1954, 

Mr. Puitures. I thought maybe you had some left over. 

Mr. Strauss. I think the fact that we do have some left over is the 
reason that it is so small. 

Mr. Rasaut. We did not ask them any place in here what their 
balances were. 

Mr. JENSEN. You mean unexpended balance and unobligated? 

Mr. Rasaut. Do you have any money unobligated? 

Mr. Frevps. No, sir. 

Mr. Rasaut. What about the $14 million for laboratory equipment? 

Mr. Patiurpes. That I think is high. I want to ask about it. Is 
not that high for replacement and renewal of laboratory equipment 
when you spent this much last year? 

Mr. Freups. It is true that laboratory equipment requires more 
than any other category, but in laboratory work there is always a 
very high obsolescence factor in the replacement and use of equipment. 
It has always been our experience that they need something of this 
order of magnitude for replacement and new equipment. 


MOTOR VEHICLES AND AIRCRAFT 


Mr. Patties. How about the next item? Last year $1,762,000 
was used for motor vehicles and aircraft. This year you have already 
requested $1.7 million, and you are asking for $2.5 million for 1956, 

Mr. Frevps. That is correct. Most of the request is for replace- 
ment. 

Mr. Putiures. You are replacing more than you bought in either 
preceding year. 

Mr. Freips. That is correct. But we are following the standard of 
6 years or 60,000 miles in the replacement of motor vehicles. 

Mr. Pattuips. Are you increasing the number of cars? 

Mr. Freips. We are cutting them down actually. 

Mr. Puinurpes. Are you increasing the number of planes? 

Mr. Derry. Our requirement for planes has been cut down. We 
are asking for three planes and we have currently operating 14 planes 
at Grand Junction and 4 planes at Hanford. 

Mr. Srrauss. These are mostly for exploration. 


LANGUAGE CHANGES 


Mr. Rasaut. Now we will consider the language changes and in- 
sert in the record pages 161 to 164 of the justification. 
(Pp. 161 to 164 of the justification follow:) 


PrRoposED LANGUAGE FOR THE PLANT AND EQUIPMENT APPROPRIATION 
Fiscan YEAR 1956 


Plant and equipment: For expenses of the Commission in connection with the 
Purchase and construction of plant and the acquisition of equipment and other 

ses incidental thereto necessary in carrying out the purposes of the Atomic 
Energy Act of [1946] 1954, including [purchase of land and interests in land] 


expen 
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the acquisition or condemnation of any real property or any facility or for plant or 
facility acquisition, construction, or expansion; purchase of aircraft; purchase (not 
to exceel [two hundre’ and fifty-eight] four hundred and seventy-nine for renlace- 
ment only) and hire of passenger motor vehicles; [$110,882,400] $294,700,000, 
to remain available until expended: Provided, That [the unexpended balances of 
prior year anpropriations made available under this head shall be merged with 
this appropriation: Provided further, That in addition to funds allocated for 
research and development for reactors the Commission may expend from funds 
provide under this head such sum as may be necessary, not to exceed $7,000,000, 
for beginning of research or construction of such reactors, without regard to any 
other provision of this Act: Provided further, That no part of the foregoing appro- 
priation shall be available for the construction of any office building, residence, 
warehouse or similar structure, utility, or other specific portion or unit of g 
project, unless funds are available for the completion of such building, utility, 
or other srecific portion or unit of such project, The foregoing proviso shall net 
be construed to prevent the purchase of land for any project, the construction 
of any new building or procurement of any machinery, eauipment or materials 
therefor, nor any utility nor any portion or unit of a specific rroject if the funds 
are available to pay the cost of such land, the cost of such building, machinery, 
equipment or materials, or the cost of such utility or the cost of any such srecific 
portion or unit of such project: Provided further, That no part of this appropriation 
shall be used— 

(A) to start any new construction project for which an estimate was not 
included in the budget for the current fiscal year unless it be a substitute 
therefor within the limits of cost included in the budget; and 

(B) to start any new construction project the currently estimated cost of 
which exceeds by thirty-five per centum the estimated cost included therefor 
in such budget: Provided further, That not to exceed $2,500,000 of the funds 
herein pro ided may be transferred to the Bureau of Public Roads, Depart- 
ment of Commerce, for the construction or improvement of access roads in 
the United States to sources of uranium ore] 


253,649,000 of this appropriation shall be cvcilab'e only upon the enactment inio 
law of H. R. 6795, or S. 2220, 84th Congress, 1st session. 


JUSTIFICATION FOR PROPOSED LANGUAGE CHANGES--PLANT AND EQUIPMENT 


Proposed changes in language are indicated as follows: Language enclosed in 
brackets indicates proposed deletions and italic indicates proposed insertion of 
new language. 

1. “For expenses of the Commission * * * necessary in carrying out thie 
purposes of the Atomic Energy Act of [1946] 1954” 

Change made to reflect passage of new Act approved August 30, 1954. 

2. “including [purchase of land and interests in land] the acquisition or con- 
demnation cf any real property or any facility or for plant or facility acquisition, 
construction, or expansion,;”’ 

The phraseology inserted in the language is extracted from section 261 of the 
Atomie Energy Act of 1954 which requires appropriations for such purposes to 
be specifically authorized. It is inserted in the appropriation language to clearly 
indicate that the amounts appropriated under this head are available, among 
other things, for funding the projects so authorized. 

3. “purchase (not to exceed [two hundred and fifty-eight] four hundred and 
seventy-nine for replacement only) and hire of passenger motor vehicles;’ «_ 

To provide for the fiscal year 1956 requirement for the replacement of 479 
passenger motor vehicles. The passenger carrying Motor Vehicle fleet on June 30. 
1955 will consist of 2,508 vehicles. Of this number 540 will be disposed of for which 
replacement is requested for 479. The fleet will be reached to 2,447 vehicles by 
June 30, 1956. 

4. Deletion of the remaining language. a. 

(a) The provision that “unexpended balances of prior year appropriations 
made available under this head shall be merged with this appropriation 
deleted as being unnecessary in view of the fact that this plant and equipment 
appropriation is a ‘“no-year” appropriation. Appropriations under this head are 
available until expended and any unexpended balances remaining at the end of & 
fiscal year are automatically merged and become a part of any subsequent appro 
priation made under this head. ss 

(b) The pro: ision granting authority for the expenditure of funds up to > 
million to initiate research or construction on reactors is deleted since this authority 
is not required in fiscal year 1956. 
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¢) The riders contained in previons appropriation acts, commonly referred to 
as the construction riders have been deleted. These riders, in essence, (1) pro- 
hibited the start of a construction project unless it was in the budget, or unless it 
was a project to be substituted for one that was in the budget, (2) prohibited 
the start of a project if the current estimated cost exceeded by 35 percent the cost 
in the budget, and (3) required that funds be available for the completion of the 
project or a specific portion or unit of the project. Section 261 of the Atomic 
Energy Act of 1954 requires that appropriations for the acquisition of any real 
property or any facility or facility acquisition or construction or expansion be 
specifically authorized. 

H. R. 6795 and 8. 2220, which are companion bills reported to the House and 
Senate by the Joint Committee on Atomie Energy, contain certain limitations on 
the start of construction some of which are as follows: 

(1) The Commission is authorized to start projects listed in the bill only if the 
estimated cost does not exceed the amount set forth in the bill by more than 
10 percent for certain projects or by more than 25 percent for others, as indicated 
in the bill for each project. 

(2) The Commission is authorized to start a new project not listed in the bill 
only if it is a substitute for a weapons or special nuclear materials facility and the 
Commission certifies that— 

(c) The new project is essential to the common defense and security; and 

(b) The new project is required by changes in weapons characteristics or 
weapon logistic operations; 

(c) The Commission is unable to enter into a contract with any person, 
including a licensee, on terms satisfactory to the Commission to furnish from 
a privately owned plant or facility the product or services to be provided in 
the new project. 

In view of the fact that appropriations for plant and equipment will be subject 
to these limitations contained in basic law it is recommended that the less 
restrictive limitations previously included in appropriation acts be omitted. 

5. “Provided, That $253,659,000 of this eppropriction shall be available only upon 
the enactment into law of H. R. 6795, or S. 2220, 84th Congress, 1st session.” 

Legislation authorizing appropriations for new construction projects is now 
pending before the Congress. The provision to be inserted provides that the 
amount included in the estimate for new projects would not be available to the 
Commission until legislation authorizing such appropriation is enacted into law. 

Mr. Ranaut. Now tell us about these proposed language changes. 

Mr. Freips. The first change is to change the reference, “purposes 
of the Atomic Energy Act of 1954” rather than 1946. 

lhe next is: 
including the ecquisition or condemnation of any real property or any facility or 
for plant or facility acquisition, construction, or expansion; purchase of aircraft; 
purchase (not to exceed 479 for replacement only) and hire of passenger motor 
Vehicles; $294,700,000, to remain available until expended. 

Mr. Putiuips. That takes out interests in land as well as the pur- 

chase. Why do you want to change the wording? How have you 
done your construction in the past without authority? 
_Mr. McCarruy. The bracketed item of “purchase of land and 
interests in land’’ would be replaced by the italicized insertion which 
is taken from section 261 of the Atomic Energy Act. The ‘purchase 
of land and interests of land” we felt should come out since we now 
have the authority in the basic act. 

Mr. Rapsaut. Is it just because it was a duplication that you are 
taking it out? ; 

_ Mr. McCarrny. No, because of the fact that there has been 
inserted the language now contained in section 261 of the Atomic 
Energy Act which requires authorizing legislation for the condemna- 
tion or purchase of land. In other words, the two go together. The 
Proposed language is taken from section 261 of the Atomic Energy Act. 
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Mr. Ranaut. Did you ask the Bureau of the Budget for this change? 

Mr. McCartuy. We presented it to the Bureau of the Budget, and 
they approved. 

Mr. Puiturps. They make it read like the Atomic Energy Act, 
I want to ask him on the next point, you have testified you wer 
cutting down your motor vehicles? 

Mr. McCarrny. Yes, sir; we are. 

Mr. Puruurps. You mean reducing from 258 to 479? Is that what 
you call reducing? 

Mr. McCarruy. We are reducing the total fleet. While we are 
replacing 479, we are disposing of some 540 vehicles in 1956. In other 
words, there will be more disposals than there will be acquisitions, 

Mr. Derry. The net reduction is 61 passenger vehicles. We will 
have on hand 115 overage vehicles after this is done. 

Mr. Puiturps. Considering these facts, Mr. Chairman, I cannot 
raise any objection. 

Mr. Rasavr. I want to talk about something else. Consider this 
first language change, the deletion of “purchase of land and interests 
in land.”” Do you believe you need the proposed language that is 
from the Atomic Energy Act and which is so much broader than 
the previous language? 

Mr. McCarruy. We thought it well to have it in here. 

Mr. Rasaut. Do you need it at this particular place, ‘the acquis- 
tion or condemnation of any real property or any facility’? That is 
a whole lot broader than the language you had before. 

Mr. McCarray. I think it is still tied down. 

Mr. Rasavut. The other just said, “purchase of land and interests 
in land.”’ There is quite a difference. 

Mr. McCarrtruy. The other is much broader. 

Mr. Rasavt. It certainly is. 

Mr. McCarray. It is also restrictive in view of the fact that 
authorization is required by the Congress. 

Mr. Strauss. That is so restrictive a provision that I had some 
question whether we could live with it when Congress is not in sessiou. 
That is the section that requires us to have an authorization before 
we can do anything in the nature of adding to our plant. 

Mr. Rapsaut. The language in the Atomic Energy Act is very 
much broader than the appropriation language they had before. 

Mr. Srrauss. But it is narrowed by the authorization requirement. 

Mr. Rasavt. Still it is in the act, and that is what the Commission 
operates under. 

Mr. Jensen. Have you been handicapped because of the language’ 

Mr. Srravuss. No, sir. We have not. But on the other hand, we 
have not lived with it during the time when Congress was out o 
session, because after the last adjournment there was a short sessi02. 
Then you reconvened in January. So we have not had an extended 
period when Congress was out of session. But I think we can make tt 
do. On the other hand, it is a very restrictive provision. 

Mr. Puiuuies. You also took out the rstrictions that we very cal’ 
fully added in the last couple of years, below on the page. 

Mr. McCarruy. Yes, sir, we have. The reason for that is that the 
authorization act as presently passed sets restrictions on the projects. 
In other words, the 1955 appropriation act required that we could not 
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start any project unless there was a project in the budget. Now we are 
required, instead, to have authorization for any appropriation, 

Furthermore, clause (B) provided we could not start a project for 
which the current cost estimate was in excess of 35 percent. of the 
budget estimate. The restrictive clauses in the authorization act 
limit us to 25 percent and, in a number of instances, to only 10 per- 
cent. So that the authorization act as it now stands includes those 
restrictive provisions. We felt that the new legislation was even more 
restrictive than the 1955 appropriation language. 

Mr. Jensen. Mr. Chairman, one of the duties of the Members of 
Congress serving on this committee, is to appropriate money and see 
to it that it is appropriated according to law. Changing language 
could result in our turning over our responsibility to you. This is a 
step which could lead us into trouble. 

I would be careful about any language change. I would hesitate 
asa member of this committee to broaden your authority to the degree 
that it might take away from Congress the responsibility that it has. 
Now, We give you a certain amount of leeway; we are willing to do that 
tohelp you over emergencies, but I think we had better take a pretty 
good look at this, because it might turn right around and hit you 
fellows in the face, too. 

Mr. Ranaut. I was going to ask a couple of questions about it. 

Mr. Fretps. We were not attempting to broaden our authority by 
these language changes, but were trying to make the appropriation 
language read the same as section 261 of the Atomic Energy Act. 
That was the reason we suggested a change. Our purpose was not 
to broaden our authority. 

Mr. Rasaut. You have been living with this appropriation lan- 
guage how long? 

Mr. McCarruy. For a period of 4 or 5 years. 

Mr. Rasaut. There must be some reason that you want the change. 
What is the reason? 

Mr. McCartuy. The only reason for the change was that since 
this is the first year in which authorization was required, this is the 
first opportunity we have had to get the language of the appropriation 
act in agreement with the new situation. his is the only reason we 
suggested the change. Really it is not broadening; in fact, the au- 
horization act is probably more restrictive. 

Mr. i You are broadening it in one sense and restricting it 
In another, 

Mr. Ranaut. We want your reasons for wanting the change. You 
have lived with it this long and never had any need for anything 
ifferent. Now there is a big broadening here. While this is under 
the act, we have not passed it on to you people. We use the act in 
defense of our own position here. 

Now we would not refuse you anything in the act, but I do not 
ow that we want it lying loose there. 

Mr. McCarruy. We are not pressing for it. This is the first oppor- 
tunity we have had to get the appropriation language in step with the 
duthorization language. That was all, We are not pressing for it as 
uch. We felt that it tied the two pieces of legislation together. 

Mr. Ranaut. How about the motor vehicles? You say you want 
® cut down on the number you have. At the same time, you are 
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asking to delete “258,” “not to exceed 258,” and then you put in 479 
for replacement only. 

Mr. McCarruy. Two hundred and fifty-eight was the number we 
were authorized to replace last year. Our requirement for 1956 is for 
replacement of 479. In the meantime we will be disposing of 540 gp 
that we will have a net reduction in the fleet of 61. While we need 
the authority to replace 479, we are disposing of 540. 

Mr. Rapaurt. Last year you had $110,882,000. 

Mr. McCarruy. That $110,882,000 is last year’s appropriation 
amount. You see that is bracketed out, to be followed by the new 
appropriation amount of $294 million now requested. 

Mr. Lissy. That should be $273, should it not? 

Mr. McCarruy. $21 million will have to be deducted. 

Mr. Rasavut. Where is your next item? 

Mr. McCarruy. The next item, the first proviso of last year’s lan. 
guage, provided that the unexpended balance of the prior-year appro- 
priation should be merged with the current appropriation. 

Mr. Rasavurt. Where is that? 

Mr. McCarruy. This is the first proviso, Mr. Chairman, right 
after the amount of dollars where it states ‘to remain available until 
expended.” 

Mr. Rasaur. What is the effect of deleting that language? 

Mr. McCarruy. The first proviso served to merge the unexpended 
balance with the new appropriation. Since the appropriation is 
available until expended, it is our understanding that the Treasury 
will merge these anyway. We no longer require that specific language 
requiring merger. That will be done automatically. 

Mr. Rasavur. What particular fund does that refer to? 

Mr. McCartnay. This is the plant and equipment appropriation, 
Atomic Energy Commission, which will be the same appropriation as 
1956. In other words, it will merge the unexpended balance. 

Mr. Rapavut. Now, after you say “Provided further.” 

Mr. McCarrtuy. The second proviso is one that was in last year 
which permitted us to use any funds available, not to exceed $7 
million, for the beginning of research or construction on reactors. 
We think we have covered our presently known needs this year. 
Last year we were aware of certain special problems. We do not think 
that language is required in 1956. 

The next proviso required that before we could start any project 
we had to have the total funds in hand. We felt that now, under the 
authorization procedure, we cannot exceed the amount authorized 
except by this 25 or 10 percent, and therefore this proviso 1s not 
required. 

Mr. Rasavut. Give an example. 

Mr. McCartuy. Well, as far as these provisos are concerned, I do 
not think we have ever actually had a serious problem arise. This 
proviso was introduced at the time we made our large expansi0l 
appropriation request for 1953, and it was inserted at that time. | 

Mr. Rasavur. How are we going to know what it is going to cost! 
we do not get some information? 

Mr. McCarrtuy. We are limited by the cost estimate in the author- 
ization act, plus the leeway stipulated there, that the cost canno 
exceed the estimate by more than 25 or 10 percent. 
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The last proviso is in two parts. The first part of the proviso was 
that we could not start any construction project for which an estimate 
was not included in the budget. The start of a construction project 
is now controlled by the authorization act, so that our budget is no 
longer controlling. 

The second part is the one that prohibited the start of any construc- 
tion project if the currently estimated cost exceeded by 35 percent 
the estimated cost included in the budget. But here again the present 
authorization act provides that we are limited in some projects to a 
leeway of 25 percent and in others to 10 percent. We cannot start 
those projects if our current estimated cost exceeds by more than 25 
percent the amount in the authorization. 

Mr. JENSEN. May I say that I am pretty well satisfied now with 
the request for language changes. 

Mr. Rasaur. I would say, my friend, you are giving a ready ap- 
praisal of it. JI am hesitant about this. 

Mr. JensEN. This is the first appropriation you have asked for since 
the law was amended. You are simply putting in language that cor- 
responds with the language in the authorization bill. With what ex- 
ception, if any? 

Mr. McCarrtuy. With no exception, sir. I should point out that 
one of the provisos suggested for deletion has not been specifically 
included in the authorization act. That is the one requiring that we 
have funds available for the completion of any project. We felt the 
amounts in the authorization act were controlling. 

The last proviso, Mr. Chairman, is one that will provide for the 
transfer of funds to the Bureau of Public Roads for the construction of 
access roads. 

Last year we had a proviso in the language for transfer of that 
amount to the Bureau of Public Roads. The transfer provision is not 
required in the language. We can transfer it to them as a working fund 
advance and have practically the same arrangement as we did last 
year. The last item on page 161 refers to the enactment into law of 
H. R. 6795 or S. 2220, which were the companion authorization bills 
introduced in each of the Houses. That provision could now be 
dropped. This request was sent up before enactment of the authoriza- 
tion legislation. Such authorizing legislation has now been passed by 
the Congress, and is ready to be signed by the President. This provi- 
sion could be eliminated now. 

Mr, Rasaut. Any other questions, gentlemen? 


MERCHANT SHIP REACTOR 


Mr. Puiuirps. Yes. I want to come back to this matter of the 
merchant ship and its reactor because when I was chairman 2 years 
ago, the chairman of the other subcommittee that was then handling 
appropriations for atomic energy, the Chairman of the Joint Com- 
mittee, Mr. Cole, came in before us and presented a long letter, he 
presented it to me personally, and I presented it to the committee, 
saying that we were in a very serious situation with Russia. We had 
hot been asked for reactor money for building reactors for peace, that 
is for power, and so forth. He urged very strongly that we do it, if 
or propaganda reasons only, because otherwise Russia would, through 
her whole machinery of propaganda, give out that we were spending 
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money only for reactors for war, that is, atomic energy for war, and 
that Russia was producing for peace. 

We thought he had a very logical and reasonable request and without 
budget authorization we added the first money that was spent for the 
actual beginning of the reactor. which would produce power. Now. 
I think we are in the same position regarding this ship. I think we 
are actually talking about 2 vessels, are we not, 1 which would be q 
straight mercantile, a straight maritime vessel, a freight vessel, and 
the other which would be at the start a sort of demonstration boat, 
a floating laboratory or exhibition, but which would be so constructed 
so that when that was over it could with practically no difficulty be 
reconverted into the ordinary transport. 

Mr. Strauss. That latter is the only one that the President 
requested. 

Mr. Pururrs. The President asked for that. Now I want to aks 
you this question: The President did request it, am I right? 

Mr. Srravss. That is right. 

Mr. Puituirs. Am I not also right that if we do not get into this 
field immediately, others will and there are other nations, maritime 
netenn which are presently talking about starting at once? Am | 
right? 

Mr. Strauss. We have heard that the Norwegians are designing a 
vessel. Whether it is a cargo or a passenger vessel has not been 
specified to us. There is one other country, Holland. 

Mr. Puruuies. In other words, we are in a race, not for military 
supremacy entirely, but we are in a race for leadership in the use of 
atomic energy for peaceful purposes, and for the Congress to refuse 
to put this money into a reactor which would produce an atomic- 
propelled merchant ship seems to me shortsighted at the present time. 

Mr. Rasaut. We have no request here for it before us now. 

Mr. Putuuips. We did not have any request when we put the money 
in 2 years ago. 

Mr. Rasaut. We have had a turndown by the other committees 
who had the request. So we could not put it in here without getting 
in a jam on the floor, because we would have legislation in an appro- 
priation bill. 

Mr. Puiuurrs. I am not so sure that we would not have a fight 
one way or the other. 

Mr. Rapaur. One action would defeat it. 

Mr. Puruurps. You have heard of closed rules. 

Mr. Raxsavur. You can ask for a rule, but you know how favorable 
they are toward giving us a rule. 

Mr. Puiurps. My question to the admiral or to anyone here is just 
what is our situation regarding that, and am I right in my statement 
that we are in a friendly contest, if you can call it that, for leadership 
in the peace field? 

Mr. Srrauss. The situation is that it was in our request for author- 
ization and therefore appeared in this paper because this document 
antedated the action of the Joint Committee in striking it out of the 
authorization bill. I think without any doubt that the majority 0 
the Commission favored it. We regretted to see it put aside, but we 
live by the law and confine ourselves to those matters in which we 
are authorized to proceed. 
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There is no question of the fact that there are countries whose 
interests are More concentrated in their maritime commerce, in their 
maritime supremacy than ours and whose incentive to produce a 
nuclear vessel is much greater than ours, if for no other reason than 
lack of conventional fuel in those countries. 

\My own feeling is that it would be a pity if any of those countries 
produced a nuclear-powered surface vessel for commercial, for peaceful 
use first. 

Mr. Ranaut. We want to thank you all. 

Mr. JeEnsEN. I concur completely in what Mr. Phillips has just 
said. I think it is very shortsighted on our part, and on the part of 
the other body, that we have not seen fit to go along with this request. 
If we are going to go into the peaceful use of atomic energy, certainly 
that atomic-powered merchant marine ship was one of the best ways 
to do it. I do not understand the thinking of those who turned it 
down. However, in the House of Representatives we are supposed 
to initiate all appropriations, and it would not be out of order at all 
to put it back in the bill, as far as I am concerned, Mr. Chairman. 

Mr. Rasaut. When Chairman Strauss came in here today, the 
very first thing we took up was this deletion at the beginning of the 
testimony. It is on page 154. The deletion is $21 million which 
was for the merchant ship reactor which was in here previous to the 
time that the bill went over to the other body. So the very first 
thing that the chairman said to us was this would have to be deleted 
because it was turned down in the other committee. 

Mr. Patuuipes. I did not understand him to say it had to be. I 
understood him to say it had been turned down and he was obligated 
to announce it. 

Mr. Rasaut. That is right, he did not have authorization for it. 
Now, whether or not we want to start something all over again is 
another thing. The first day of the new fiscal year will be tomorrow. 
It is something that we can talk about when we go into executive 
session, but it certainly is not before us here in this bill. 

Mr. Puiuures. It is the same situation we had 2 years ago. We 
were successful. If we had not been successful, we would not have had 
the powerplants that we have today. 

Mr. Rasaut. I am certainly of a frame of mind to listen to argu- 
nent when we get together, but we cannot do anything about it now. 
[want to thank you all for coming up here. 

Mr. Srrauss. We thank you for the privilege of appearing. 

Mr. Rasaut. We have had a very nice session this afternoon. 
While the House is still in session, we will adjourn at 6 o’clock now 
i then go up and see what other duties lie before the Members of 

ongress. 
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